Google 


This  is  a  digital  copy  of  a  book  that  was  preserved  for  generations  on  library  shelves  before  it  was  carefully  scanned  by  Google  as  part  of  a  project 

to  make  the  world's  books  discoverable  online. 

It  has  survived  long  enough  for  the  copyright  to  expire  and  the  book  to  enter  the  public  domain.  A  public  domain  book  is  one  that  was  never  subject 

to  copyright  or  whose  legal  copyright  term  has  expired.  Whether  a  book  is  in  the  public  domain  may  vary  country  to  country.  Public  domain  books 

are  our  gateways  to  the  past,  representing  a  wealth  of  history,  culture  and  knowledge  that's  often  difficult  to  discover. 

Marks,  notations  and  other  maiginalia  present  in  the  original  volume  will  appear  in  this  file  -  a  reminder  of  this  book's  long  journey  from  the 

publisher  to  a  library  and  finally  to  you. 

Usage  guidelines 

Google  is  proud  to  partner  with  libraries  to  digitize  public  domain  materials  and  make  them  widely  accessible.  Public  domain  books  belong  to  the 
public  and  we  are  merely  their  custodians.  Nevertheless,  this  work  is  expensive,  so  in  order  to  keep  providing  tliis  resource,  we  liave  taken  steps  to 
prevent  abuse  by  commercial  parties,  including  placing  technical  restrictions  on  automated  querying. 
We  also  ask  that  you: 

+  Make  non-commercial  use  of  the  files  We  designed  Google  Book  Search  for  use  by  individuals,  and  we  request  that  you  use  these  files  for 
personal,  non-commercial  purposes. 

+  Refrain  fivm  automated  querying  Do  not  send  automated  queries  of  any  sort  to  Google's  system:  If  you  are  conducting  research  on  machine 
translation,  optical  character  recognition  or  other  areas  where  access  to  a  large  amount  of  text  is  helpful,  please  contact  us.  We  encourage  the 
use  of  public  domain  materials  for  these  purposes  and  may  be  able  to  help. 

+  Maintain  attributionTht  GoogXt  "watermark"  you  see  on  each  file  is  essential  for  in  forming  people  about  this  project  and  helping  them  find 
additional  materials  through  Google  Book  Search.  Please  do  not  remove  it. 

+  Keep  it  legal  Whatever  your  use,  remember  that  you  are  responsible  for  ensuring  that  what  you  are  doing  is  legal.  Do  not  assume  that  just 
because  we  believe  a  book  is  in  the  public  domain  for  users  in  the  United  States,  that  the  work  is  also  in  the  public  domain  for  users  in  other 
countries.  Whether  a  book  is  still  in  copyright  varies  from  country  to  country,  and  we  can't  offer  guidance  on  whether  any  specific  use  of 
any  specific  book  is  allowed.  Please  do  not  assume  that  a  book's  appearance  in  Google  Book  Search  means  it  can  be  used  in  any  manner 
anywhere  in  the  world.  Copyright  infringement  liabili^  can  be  quite  severe. 

About  Google  Book  Search 

Google's  mission  is  to  organize  the  world's  information  and  to  make  it  universally  accessible  and  useful.   Google  Book  Search  helps  readers 
discover  the  world's  books  while  helping  authors  and  publishers  reach  new  audiences.  You  can  search  through  the  full  text  of  this  book  on  the  web 

at|http: //books  .google  .com/I 


'o  •  *  * 


,0 


>     •  ••  I     .    o 

VV        f      -      ^ 


^^. 


*  '    ^Kvi-    • 


O    M    O 


/  ■ 


,.-^^ 


o  •    » 


•i  '.'ft'  /^  « 


(    '  ■* 


^^9^ 


-  s  A 


'  4 


r>>.  •^<r.  ..-^"^  •''^; 


^     .  < 


'^^  'X.' 

>$>  *    «.    •    0 


Q  ^'-  i. .  :  X  *• 


>  V  ■     * 


% 


♦  '  ■   > . 


<^ 


I  « 


0^ 


•     * 


x'^ 


•o. 


•  o 


•  • 


•   • 


•    « 


I 


i 


{ 


SHORTAGE  OF  SUGAR 

HEARINGS 

BBFOBB  THB 

SUBCOMMITTEE  OF  THE 

COMMITTEE  ON  MANUFACTURES 

UNITED  STATES  SENATE 

SIXTY-FIFTH  CONGRESS 

SSCOND  SESSION 
PUBSUANT  TO 

S.  RES.  163 

k  RESOLUTION  DIRECTING  THE  COMMITTEE  ON  MANUFACTURES 
TO  INVESTIGATE  THE  CAUSEg  OP  THB  SHORTAGE 

OF  COAL  AND  SUGAR 

SUGAB 


Printed  for  the  use  of  the  Committee  on  Muuifactuiei 


WASHINGTON 
GOVERNMBNT  PBINTINO  OFFICE 

181i 


GOMMITTEB  ON  MANUFAGTUBBS. 

JAMES  A.  BBBD,  Mlmourl,  Cfhatrmat^ 

ELLISON  D.  SMITH,  South  Gftrollna.  ROBERT  M.  LA  FOLLBTTB,  WItcodsIil 

ATLEB  POMERBNB,  Ohio.  JACOB  H.  GALLINQBR,  New.  Hampshire. 

JAMBS  K.  YARDAMAN,  Mtaisslppl.  HENRY  CABOT  LODGE,  MaMachosetts. 

ROBERT  F.  BROUSSARD,  Louisiana.  WILLIAM  8.  KENTON,  Iowa. 

ANDRIBUS  A.  JONES,  New  Mexica  BERT  M.  FERNALD,  Maine. 

Don  M.  Hmrr^  Clerk, 

Subcommittee  on  S.  Res.  163. 

JAMES  A.  REED,  Ohalnnan. 
JAMES  K.  YARDAMAN.  ANDRIBUS  A.  JONES. 

HENRY  CABOT  LODGE.  WILLIAM  S.  KENYON. 


n 


D.    of  D. 

FEB      13   1918 


^ 


^•^ 


* 

^ 


SHORTAGE  OF  SUGAR, 


WEDNESDAY,  DECEMBEB  12,  1917. 

United  States  Senate, 
Committee  on  Manxxpactures, 

Waahmgton^  D.  O. 

i  le  committee  was  called  to  order  at  10  o'clock  a.  m.,  Senator 
J.»;-  3S  A.  Reed  presiding. 

^•»esent:  Senators  Reed  (chairman),  Smith  of  South  Carolina, 
\  .*r  iaman,  Jones  of  New  Mexico,  La  FoUette,  Gallinger,  Lodge, 
a ')     Kenyon. 

•   .e  Chairman.  This  meeting  of  the  committee  was  called  pur- 
-.*nt  to  the  following  resolution  of  the  Senate : 

Resolved,  That  the  Ck)mmittee  on  Manufactures  be  directed  to  inquire  into 
the  causes  of  the  shortage  of  sugar  and  coal  and  report  to  the  Senate  thereon, 
together  with  their  recommendation  of  any  steps  which  they  may  deem  it 
necessary  to  take  with  a  view  to  remedying  the  conditions  and,  if  possible, 
preventing  their  recurrence. 

What  is  the  pleasure  of  the  committee? 

Senator  Gaixinger.  I  will  make  the  motion,  if  it  is  agreeable, 
that  a  subcommittee  of  five  be  appointed  by  the  chairman  of  this 
committee  to  conduct  the  investigation,  the  chairman  to  be  chairman 
of  the  subcommittee. 

The  question  was  taken  and  the  motion  was  unanimously  agreed  to. 

The  Chairman.  I  should  like  to  take  a  little  time  to  consult  with 
the  members  of  the  committee  and  ascertain  who  can  give  the  time 
necessary  for  this  work,  and  I  will  announce  the  committee  later  in 
the  day.  While  we  are  here  as  a  whole,  I  will  say  that  I  am  going 
to  ask  that  subcommittee  to  be  prepared  to  meet  to-morrow  morning. 

Senator  La  Follette.  I  suppose  the  committee  is  already  author- 
ized to  issue  subpoenas  for  the  appearance  of  witnesses  and  the  pro- 
duction of  books  and  papers,  but  it  does  not  seem  to  be  included 
under  this  resolution. 

(Informal  discussion  followed.) 

Senator  La  Follette.  I  move  that  the  chairman  be  authorized  to 
issue  subpoenas  for  the  appearance  of  witnesses  and  the  production 
of  books  and  papers,  and  that  he  issue  subpoenas  for  the  earliest  time 
at  which,  in  his  judgment,  the  committee  can  begin  the  hearings.  If 
that  is  to-morrow,  let  it  be  to-morrow. 

(The  question  was  taken  and  the  motion  was  unanimously  agreed 
to.  After  informal  discussion  by  the  members  of  the  committee  as 
to  the  manner  of  procedure,  at  11.80  o'clock  a.  m.  the  committee 
adjourned.) 
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FBIDAY,  DECEMBEB  14,  1917. 

United  States  Senate, 

Sl7BCX)MMITT£E  OF  THE  COMMITTEE  ON  MaNUFACTUBES, 

Washington^  D.  C. 

The  subcommittee  met  pursuant  to  adjournment,  at  10.30  o'clock 
II.  m.,  in  the  committee  room,  Capitol,  Senator  James  A.  Reed  pre- 
siding. 

Present:  Senators  Reed  (chairman),  Vardaman,  and  Kenyon. 

The  Chaibman.  In  order  that  the  record  may  show  what  has 
transpired,  and  for  the  information  of  the  committee,  I  put  in  the 
recora  a  copy  of  the  letter  which  under  the  direction  of  the  committee 
I  sent  to  mr.  Hoover  on  yesterday.  This  letter  will  be  marked  "  Ex- 
hibit No.  1." 

(The  letter  referred  to  is  here  printed  in  full,  as  follows:) 

Exhibit  No.  1. 

Dbckhbeb  13,  1917. 

Hon.  Hebbebt  C.  Hooveb, 

Food  Administrator,  Washington,  Z).  C. 

Dkab  Sib:  I  have  the  honor  to  Inform  you  that  on  Decemher  11,  1917,  the 
Senate  of  the  United  States  passed  the  following  resolution : 

"  Resolved,  That  the  Committee  on  Manufactures  be  directed  to  inquire  Into 
the  causes  of  the  shortage  of  sugar  and  coal  and  report  to  the  Senate  thereon, 
together  with  their  recommendation  of  any  steps  which  they  may  deem  it 
necessary  to  take  with  a  view  to  remedying  the  conditions  and,  if  possible, 
preventing  their  recurrence." 

Pursuant  to  the  direction  and  authority  of  that  resolution,  the  Gonunittee  on 
Manufactures  appointed  a  subcommittee  to  conduct  the  investigations  ordered. 

As  chairman  of  the  subcommittee  and  on  its  behalf  I  respectfully  invite  you 
to  furnish  the  committee  with  the  names  of  such  persons  either  connected  with 
or  outside  of  your  organization  as  can  best  give  the  committee  information 
touching  the  causes  of  "  the  shortage  '*  of  either  sugar  or  coal. 

The  committee  will  thank  you  if  you  will  also  place  it  in  possession  of  any 
Information  which  may  throw  light  on  the  question  under  investigation. 

May  I  not  ask  you  to  kindly  favor  the  committee  with  an  early  response. 
Very  respectfully, 

Jas.  a.  Reed. 

About  an  hour  after  sending  that  letter  I  received  from  Judge 
Lindley,  the  chief  counsel  of  the  Food  Administration,  this  letter, 
which  will  be  marked  "  Exhibit  No.  2."  This  letter  reads  as  follows 
[reading] : 

Exhibit  No.  2. 

United  States  Food  Administration, 
Washington,  D.  C,  Decemher  13,  1911, 
Hon.  Jakes  Reed, 

Chairman  Senate  Committee  on  Man/ufactures,  United  States  Senate. 

My  Deab  Sir  :  I  am  advised  that  the  subcommittee  of  the  Committee  on 
Manufactures  will  commence  to-morrow  morning  the  investigation  of  the  sugar 
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and  coal  situation.  As  we  would  like  to  aid  in  the  development  of  the  facts,  I 
would  ask  the  privilege  of  Mr.  Hoover  and  myself  being  present,  with  permis- 
sion to  cross-examine  the  witnesses  which  may  be  produced  In  connection  with 
the  inquiry. 

You  will  understand  that  our  object  is  solely  to  aid  the  committee  in  the  de- 
velopment of  the  truth.    I  would  thank  you  for  a  reply  by  the  bearer. 
Yours,  very  truly, 

CUBTIS  H.   LlNDI£T, 

Chief  Counsel  United  States  Food  Administration, 

To  that  letter  I  sent  the  following  reply,  which  will  be  marked 
"  Exhibit  No.  3."  I  will  read  this  for  the  information  of  the  com- 
mittee.   This  was  addressed  to  Judge  Lindley  [reading]  : 

Exhibit  No.  3. 

December  13,  1917. 
Hon.  CuBTis  H.  Lindley, 

Chief  Counsel  United  States  Food  Administration,  Washington,  Z>.  C. 

Deab  Sib:  I  am  this  moment  in  receipt  of  your  note  asking  permission  for 
Mr.  Hoover  and  yourself  to  be  present  at  the  investigation  of  the  sugar  and 
coal  situation  to  be  begun  to-morrow  morning,  and  further  asking  permission 
to  cross-examine  the  witnesses  which  may  be  produced  in  connection  with  the 
inquiry. 

In  reply  permit  me  to  say  that  something  like  an  hour  prior  to  the  receipt 
of  your  note  I  sent  a  letter  by  messenger  to  Mr.  Hoover,  and  copy  of  that  letter 
is  attached. 

You  will  see  that  the  subcommittee,  of  which  I  have  the  honor  to  be  chair- 
man, had  already  invited  Mr.  Hoover  to  furnish  the  names  of  persons  who 
could  throw  light  upon  the  problems  under  Investigation,  and  also  invited  Mr. 
Hoover  to  place  the  committee  in  possession  of  any  information  which  would 
throw  light  on  said  questions.  This  is  as  far  as  the  subcommittee  has  author- 
ized me  to  act.  I  have  not  the  slightest  doubt,  however,  that  the  committee 
will  be  very  glad  to  have  Mr.  Hoover  and  yourself,  as  his  counsel,  present  if 
you  so  desire.  Indeed,  the  hearings  before  the  committee  will,  as  I  under- 
stand, be  entirely  public.  If  Mr.  Hoover  and  yourself  attend  I  assure  you  you 
will  receive  every  courtesy. 

I  can  not,  however,  answer  with  reference  to  your  inquiry  touching  the 
privilege  of  cross-examination.  That  is  a  question  I  would  feel  obliged  to 
submit  to  the  subcommittee.  Investigations  of  this  character  are  ordinarily 
not  conducted  as  are  trials  in  court ;  nevertheless,  I  feel  sure  the  subcommittee 
will  be  willing  to  make  some  arrangement  which  will  permit  the  full  elucidation 
of  all  the  facts. 

If  you  favor  us  with  your  presence  to-morrow  I  am  sure  the  subcommittee 
will  be  glad  to  hear  any  suggestions  you  have  to  make. 
Very  respectfully, 

Jas.  a*  Reed. 

The  following  letter  was  marked  "  Exhibit  No.  4  "  and  is  printed 
in  full,  as  follows : 

Exhibit  No.  4. 

United  States  Food  Administbatios, 
Washington,  D.  C,  December  IS,  1911. 
Hon.  James  A.  Keed, 

Chairman  Committee  on  Manufactures^ 

Washington,  D.  C. 

Deab  Sib:  I  have  the  honor  to  acknowledge  your  letter  of  December  13. 
Both  myself  and  my  staff  will  be  glad  to  afford  the  committee  any  assistance 
in  our  power  in  elucidating  the  question  of  the  causes  of  shortage  in  sugar. 
I  am  asking  Mr.  George  Rolph,  who  has  had  charge  of  our  sugar  division, 
and  Judge  Curtis  H.  Lindley,  who  has  acted  as  counsel  in  the  various  sugar 
negotiations,  to  attend  at  the  committee  meetings  and  place  themselves  at  the 
disposal  of  the  committee. 

I  would  suggest,  with  reference  to  your  Inquiry  as  to  who  could  assist 
the  committee,  that  no  doubt  the  names  of  various  manufacturers  and  dealers 
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in  sugar  in  the  coimtry  will  occur  to  you,  and  may  I  suggest  that  Messrs. 
Willett  and  Gray,  who  have  for  years  been  the  standard  statisticians  in  sugar 
matters,  might  be  of  assistance. 

I  myself  will  be  glad  to  attend  at  any  time  that  the  committee  should  wish. 
Ton  will,  of  course,  understand  that  the  overwhelming  detail  of  my  present 
position  renders  it  important  that  I  should  attend  In  such  manner  as  to  absorb 
the  minimum  of  my  time ;  but  I  will  arrange  to  be  available  at  any  time  upon 
telephone  notice. 

Tours,  faithfully, 

Hebbebt  Hooveb. 

The  Chairman.  That  concludes  the  correspondence  in  regard  to 
that  matter.    Mr.  Spreckels,  will  you  be  sworn? 

TESnUOlTT  OF  HE.  CLATTS  A.  SPRECKELS,  FSESIDEirT  OF  THE 
FEDESAL  STTGAB  BEFINIirG  CO.,  NEW  TOSE  CITT. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  Please  state  your  name,  place  of  residence,  and 
business. 

Mr.  Spbeckels.  Claus  A.  Spreckels.  Residence,  New  York. 
President  of  the  Federal  Sugar  Refining  Co. 

The  Chairman.  How  long  have  you  been  in  the  sugar  business? 

Mr.  Spreckels.  Over  40  years. 

He  Chairman.  How  many  sugar  refineries  are  there  in  the  United 
iStatesf 

Mr.  Spreckels.  Twenty-one,  I  think. 

The  Chairman.  You  will  please  name  them  ? 

Mr.  Spreckels.  The  Boston  Sugar  Refining  Co.,  which  I  think 
is  called  the  Standtffd,  one. 

The  American  Sugar  Refinere  Co.,  of  Boston,  one. 

The  Revere  Sugar  Refining  Co.,  of  Boston,  one. 

The  American  Sugar  Renninff  Co.,  commonly  called  the  Have- 
myer  A  Elder  Refinery,  in  Brooklyn,  two. 

The  American  Sugar  Refining  Co.,  Jersey  City,  one. 

The  Warner  Sugar  Refining  Co.,  one  in  New  York  Harbor. 

Perhaps  I  had  better  take  the  New  York  Harbor  refineries  first. 
You  do  not  care  where  they  are  located  ? 

The  Chairman.  No. 

Mr.  Sfreckels.  The  American  Sugar  Refining  Co.,  New  York 
Harbor,  two. 

The  National  Sugar  Refining  Co.,  New  York  Harbor,  two. 

The  Warner  Sugar  Refining  Co.,  one  in  New  York  Harbor. 

Arbuckle  Bros.,  one. 

The  Federal  Sugar  Refining  Co.,  one. 

In  Philadelphia  there  are  the  Pennsylvania  Sugar  Refining  Co., 
the  McCahan  Sugar  Refining  Co.,  the  Spreckels  Sugar  Refining  Co., 
belonging  to  the  American  Sugar  Refining  Co.  The  American  Sugar 
Kefining  Co.  have  two  in  Philadelphia. 

The  Savannah  Sugar  Refining  Co.,  in  Savannah,  one. 

The  American  Sugar  Refining  Co.,  in  New  Orleans. 

The  Colonial  Sugar  Refining  Co.,  at  Gramercy,  La. 

The  Henderson  Refinery,  in  ifew  Orleans.  There  is  one  just  about 
to  start  there  by  Godchaux. 

The  Chairman.  At  New  Orleans? 
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Mr.  Sfsegkels.  New  Orleans,  or  near  New  Orleans. 

At  Sugarland^  "^e^M  one. 

In  San  Francisco,  tne  Western  Sugar  Befininj^  Co.  of  California. 

The  California  &  Hawaiian  Sugar  Refining  C^.,  at  Crockett,  Cal. 

I  think  I  have  got  them  all. 

The  Chairman.  Without  waiting  to  check  over  the  names  to  see 
if  you  have  them  all  or  not,  you  will  have  the  right,  when  you  read 
your  testimony,  if  there  are  any  corrections  or  additions,  to  make 
them. 

I  will  ask  you  now  if  there  is  in  this  country,  amons  these  refiners, 
what  is  commonly — ^perhaps  vulgarly — ^known  as  the  Sugar  Trust? 

Mr.  Spreckels.  There  is. 

The  Chairman.  By  what  name  is  that  known  ? 

Mr.  Spreckels.  The  American  Sugar  Refining  Co. 

The  Chairman.  How  many  of  these  different  refineries  that  you 
have  named  are  either  owned  by,  or  imder  the  control,  through  stock 
or  otherwise,  of  that  company  ? 

Mr.  Spreckeus.  Five  are  directly  owned.  They  have  stock  inter- 
ests in  other  companies. 

Senator  E[enyok.  What  per  cent,  would  be  better,  of  the  totaL 

Mr.  Spreckels.  Of  the  total,  about  40  per  cent. 

The  Chairman.  About  40  per  cent  of  the  total  sugar  business  of 
the  country  is  done 

Mr.  Spreckels.  By  the  so-called  Sugar  Trust 

The  Chairman.  What  per  cent  is  done  by  the  Federal  Co.,  of 
which  you  are  the  president? 

Mr.  Spreckels.  Ten  per  cent  of  the  whole ;  ^possibly  a  little  in 
excess  of  that. 

The  Chairman.  For  the  sake  of  the  record,  I  wish  you  would  state, 
if  you  can,  those  companies  which  in  your  judgment  are  completely 
outside  of  the  trust  or  trust  control  or  operations.    Can  you  do  that? 

Mr.  Spreckels.  I  would  not  want  to  guarantee  any  of  them  ex- 
cepting my  own. 

Senator  Kenton.  Do  you  think  all  the  rest  are  controlled  in  a  way 
by  the  trust  ? 

Mr.  Spreckels.  I  think  a  great  many  of  them  are  more  or  less 
affiliated  with  them  in  one  way  or  the  other. 

Senator  Vardaman.  There  is  an  understanding  between  them? 

Mr.  Spreckels.  I  think  so. 

The  Chairman.  You  say  that  the  output  of  your  refinery  is  about 
one-tenth  of  the  total.  What  is  the  daily  capacity  of  your  refinery, 
if  it  is  running  steadily,  in  barrels,  if  you  can  state  it  that  way  ? 

Mr.  Spreckels.  In  barrels,  10,000  barrels  a  day. 

The  Chairman.  And  if  that  is  10  per  cent,  then  the  capacity  of  the 
refineries  of  the  country  is  approximately  100,000  barrels  a  day? 

Mr.  Spreckles.  The  refining ;  yes. 

The  Chairman.  The  refining. 

Mr.  Spreckels.  That  is  exclusive  of  the  beet  refineries. 

The  Chairman.  That  is  exclusive  of  the  beet  refineries? 

Mr.  Spreckels.  Yes ;  that  is  of  the  cane  refineries. 

The  Chairman.  Now,  so  that  I  may  get  it  right,  your  company — 
the  Federal  Co. — represents  one-tenth  of  the  sugar  refining  in  the 
United  States — I  mean,  one-tenth  of  the  total  sugar  or  one-tenth  of 
the  cane  sugars? 
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Mr.  Spreckzsls.  One-tenth  of  the  total. 

The  Chairman.  Of  the  total? 

Mr.  Spreckels.  Of  the  total. 

The  Chairman.  So  that  if  your  capacity  is  10  per  cent  of  the  total 
and  your  capacity  is  10,000  barrels  a  day,  the  total,  which  would 
include  all  the  cane  sugar,  would  be  about  100,000  barrels  a  day, 
which  does  not  include  any  of  the  beet  sugar? 

Mr.  Spreckels.  About  100,000  barrels  a  day,  beet  included. 

Senator  VAROAjtfAN.  What  does  a  barrel  of  sugar  weigh? 

Mr.  Spreckels.  About  350  pounds. 

The  Chairman.  Now,  can  you  state  in  tons — and  let  us  come  to 
the  question  of  tons  and,  if  we  can,  stick  to  tons  in  our  figures — about 
what  is  the  total  consumption  of  sugar  in  the  United  States  in  normal 
times?  If  you  have  any  figures  which  you  want  to  refer  to,  you  can 
do  so. 

Mr.  Spreckels.  In  normal  times  it  is  close  onto  3,000,000  tons^ — to 
be  exact,  about  8,815,000  tons. 

Senator  Kenton.  Do  you  base  that  on  any  particular  year? 

Mr.  Spreckels.  No  ;  I  am  basing  that  on  some  records  I  have  here. 
The  statistics  are  gotten  up  by  Messrs.  Willett  and  Gray. 

Senator  Kenton,  These  are  before-the-war  figures. 

Mr.  Spreckels.  Yes ;  they  are  both. 

The  Chairman.  Well,  if  you  can  give  us  these  figures  from  any 
tables  that  you  can  state  are  recognized  in  the  trade  as  reliable,  do  so. 

Mr.  Spreckels.  These  are  figures  that  are  accepted  by  the  trade. 

Senator  Kenton.  Willett  and  Gray  are  the  statisticians  referred  to 
by  Mr.  Hoover  in  his  letter  to  Senator  Keed,  are  they  not  ? 

Mr.  Spreckels.  Yes,  Willett  and  Gray ;  they  are  the  same. 

The  consumption  of  the  United  States,  including  all  sugar,  foreign 
and  domestic,  during  the  year  1916,  was  3,658,000  tons. 

For  the  year  1915  it  was  8,801,000  tons.  It  was  more  in  1915  than 
it  was  in  1916. 

Senator  Kenton.  It  is  more  this  year  than  last  year,  is  it  not? 

Mr.  Spreckels.  No,  it  is  about  the  same. 

Senator  Kenton.  Has  there  not  been  more  hoarding  of  sugar  this 
year? 

Mr.  Spreckels.  The  statistics  have  not  yet  been  made  up.  They 
are  made  up  at  the  end  of  the  year,  and  they  have  not  come  in  to  us, 
but  I  should  say  they  are  approximately  the  same. 

The  Chairman.  What  is  the  production  of  sugar  within  the  United 
States?  First,  are  there  two  kinds  of  sugar  produced  in  the  United 
States,  cane  and  beet  ? 

Mr.  Spreckels.  Cane  and  beet  sugar. 

The  Chairman.  Can  you  state  what  has  been  the  production  in 
normal  times,  going  back  some  two  or  three  or  four  years,  of  sugar 
within  the  United  States? 

Mr.  Spreckels.  Yes.    Shall  I  give  it  to  you  by  years? 

The  Chairman.  Yes ;  give  it  to  us  by  years. 

Mr.  Spreckels.  Do  you  mean  in  tne  United  States  proper?  Do 
you  include  the  Phlippines,  Hawaii,  and  Porto  Rico? 

The  Chairman.  Can  you  separate  it,  or  are  the  figures  together? 
Did  you  not,  at  my  request,  go  through  these  figures  and  make  up  a 
table  ? 
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Mr.  Spreckels.  I  made  up  a  table,  but  I  did  not  segregate  it  in 
exactly  the  way  you  are  asking  the  question. 

The  Chairman.  How  have  you  it  in  that  table? 

Mr.  Spreckels.  I  have  taken  the  world's  crop.  You  asked  me  for 
information  as  to  the  world's  crop  this  year  and  last  year  and  the 
coming  year,  1916-17. 

The  Chairman.  You  have  not  that  for  America  ? 

Mr.  Spreckels.  No  ;  but  I  can  give  it  to  you  in  just  a  minute. 

The  Chairman.  Very  well;  give  us  the  matter  of  our  domestic 
production  in  whatever  form  it  is  most  convenient  there  in  the  pub- 
lication which  you  have. 

Mr.  Spreckels.  I  have  got  the  totals. 

The  Chairman.  For  the  world  t 

Mr.  Spreckels.  No;  for  the  United  States,  including  Hawaii  and 
Porto  Rico 

The  Chairman.  Just  give  us  that. 

Mr.  Spreckels.  Including  Louisiana  and  the  beet 

The  Chairman.  Just  give  us  that. 

Mr.  Spreckels.  In  1916  it  was  2,114,000  tons.  In  1917  it  was 
2,109,000  tons. 

Senator  EIenton.  Up  to  the  1st  of  December,  1917? 

Mr.  Spreckeds.  I  meant  to  say  in  1917-18,  2,109,000  tons.  We 
call  it  the  1917-18  crop.    The  estimated  production  is  2*109^000  tons. 

The  production  of  1916-17 — that  is,  the  total  to  the  oeginning  of 
1917— is  2.114,000  tons.  Approximately,  all  told,  it  is  2,100,000  tons. 
For  1915  it  was  2,056,000  tons.  So  the  average  would  be  2,100,000 
tons. 

The  Chairman.  That  includes  continental  United  States  and 
Porto  Rico  and  what  else? 

Mr.  Spreckels.  And  also  Hawaii  and  the  Philippines,  and  St. 
Croix. 

The  Chairman.  Senator  Yardaman  has  asked  that  those  fibres  be 
separated  so  as  to  distinguish  the  amount  raised  in  the  United  States, 
proper,  in  continental  United  States,  from  the  amounts  raised  out- 
side, and  I  think  you  might  put  that  into  the  record  later. 

Mr.  Spreckels.  May  I  put  that  in  later? 

The  Chairman.  Yes ;  that  will  be  all  right.  Now,  what  has  been 
the  world's  supply  of  sugar? 

Mr.  Spreckels.  Of  the  crop  of  1916-17,  the  world's  crop  was 
16)584,096 ;  that  is,  including  continental  Europe. 

The  Chairman.  Have  you  the  figures  prepared,  going  back  some 
three  or  four  years,  of  tne  world's  crop,  exclusive  of  Austria  and 
Germany? 

Mr.  Spreckels.  I  haven't  it  now,  but  I  can  make  up  those  figures 
and  put  them  in  later ;  but  I  have  the  two  years. 

The  Chairman.  What  two  years? 

Mr.  Spreckels.  This  last  year  and  the  estimate  for  the  following 
year;  that  is,  the  1917-18  crop. 

The  Chairman.  Now,  will  you  state  them  again,  beginning  at  the 
earlier  year  and  running  down? 

Mr.  Spreckels.  The  1916-17  crop,  the  world's  crop,  was  16,584,000 
tons.  Continental  Europe.  4,566,000  tons.  That  leaves,  outside  of 
Europe,  a  production  or  ]2,il7,()00  tons. 
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For  the  1917-18  crop,  the  one  that  we  are  going  into  now — Cuba,  for 
example,  is  now  milling  its  cane,  and  Louisiana,  and  the  beet  crop — 
the  estimated  crop  is  17.190.000  tons,  and  continental  Europe  has 
produced  3,849,000  tons,  leavmg  13,341,000  tons  for  1917-18,  That 
shows  an  excess  crop  for  1917-18,  the  one  we  are  now  going  into. 
There  will  be  1,323,000  tons  of  sugar  more  available  than  there  was 
last  year. 

Senator  EIekyon.  That  includes  Java? 

Mr.  Spbeckei^.  Yes. 

Senator  Kenyon.  How  much  is  their  crop ;  do  you  know  ? 

Mr.  Spbeckeijs.  About  1,500,000. 

The  Chairman.  You  have  subtracted  from  the  jBgures  that  you 
have  been  givinc  the  continental  Europe  crop.  Why  do  you  do 
that  ?    Explain  that 

Mr>  Spreckels.  Because  before  the  war  England  drew  its  supply 
mainly  from  Austria  and  from  Germany,  and  some  from -Russia. 
Now  that  is  no  longer  available. 

The  Chairman.  So  our  allies  must  be  taken  out  of  the  crop  of 
susar  from  other  sources? 

Mr.  Spbecksib.  Ye& 

The  Chairman.  Our  allies'  supplies! 

Mr.  Spreckels.  Our  allies'  supplies. 

Senator  Kenton.  Is  the  sugar  from  Java  available  now  ? 

Mr.  Spreckels.  They  have  a  stock  of  900,000  tons  available  of  the 
old  crop.  Next  May  they  start  in  with  a  new  crop  again*  If  all 
the  sugar  were  available  we  would  have  more  than  a  sufficiency.  In 
other  words,  if  the  war  should  terminate  to-morrow  we  would  get  a 
lot  of  those  Java  sugars,  and  it  is  a  question  of  tonnage. 

The  Chairman.  If  1  understand  you  correctly,  then,  excluding 
from  the  figures  the  loss  of  the  world's  supply  incident  to  Austria 
and  Germany  and  their  allies  being  cut  off  from  the  rest  of  Europe, 
making  allowance  for  that,  there  is  a  world's  excess  this  year  over 
last  year  of  how  much? 

Mr.  Spreckelb.  One  million  three  hundred  and  twenty-three  thou- 
sand tons. 

Senator  Ejinyon.  You  include  Java  in  that  ? 

Mr.  Spreckels.  Yes;  but  I  am  including  the  new  crop.  There  is 
in  Java  900,000  tons  which  should  be  added  to  it  because  that  sugar 
exists  now. 

Senator  Ejsnyon.  It  is  not  available? 

Mr.  Spreckels.  It  is  not  available. 

The  Chairman.  That  is^  it  is  not  easily  available. 

Mr.  Spreckels.  That  is  it.  There  are  approximately  a  million  and 
a  half  tons  estimated  production  of  Java,  out  they  have  all  the  old 
crop  which  they  have  not  been  able  to  move — 900,000  tons — ^in  addi- 
tion to  that,  so  if  we  excluded  the  Java  crop  entirely,  if  we  added 
the  900,000  tons  to  this  that  would  be  2,200,000,  and  excluding  the 
1,500,000  tons  there  would  still  be  an  excess  of  700,000  tons. 

The  Chairman.  Where  has  this  increase  now  in  the  world's  supply 
of  sugar  principally  taken  place? 

Mr.  Spreckels.  In  Cuba. 

The  Chairman.  Has  there  been  any  increase  in  the  beet  sugar  pro- 
duction of  this  country  ? 
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Mr.  Spreckels.  There  has  been  quite  an  increase  in  the  last  few 
years,  but  there  is  no  special  prospect  of  further  increase. 

The  Chairman.  Deducting  from  this  excess  which  you  sav  exists 
for  this  year  in  the  world's  supply  all  of  the  sugars  of  Java  tnat  you 
say  are  not  accessible  now  by  reason  of  the  lack  of  tonnage,  wnat 
results  do  we  have  then  ?  Do  we  have  more  sugar  than  last  year  or 
less? 

Mr.  Sprbckeus.  More. 

The  Chairman.  How  much  more  ? 

Mr.  Spreckels.  Do  you  mean  available  for  this  country  ?  Is  that 
what  you  mean  ? 

The  Chairman.  I  mean  that  is  available  if  they  take  out  Java. 

Mr.  Spreckels.  Allowing  the  consumption  to  be  the  same 

The  Chairman.  You  do  not  get  the  question.  How  much  more 
sugar  is  there  available  for  the  world  than  there  was  last  year?  It 
is  undeMood  that  in  all  these  figures  you  are  omitting  now  Germany 
and  her  allies  ? 

Mr.  Sprecejbu9.  Yes,  sir. 

The  Chairman.  Ana  also  the  Russian  crop? 

Mr.  Spreckels.  I  do  not  think  there  will  be  any  excess,  then,  if  you 
eliminate  Java. 

The  Chairman.  Would  there  be  a  deficiency? 

Mr.  Spreckels.  Possibly  180,000  tons. 

The  Chairman.  If  you  eliminate  Java  altogether? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Now,  as  a  matter  of  fact,  is  Java  eliminated  from 
the  world's  crop  as  far  as  the  world's  supply  is  concerned?  Are 
there  no  countries  that  can  reach  Java  and  that  do  reach  Java? 

Mr.  Spreckels.  Yes ;  it  could  be  reached  if  the  tonnage  were  avail- 
able.   It  is  totally  a  question  of  tonnage. 

The  Chairman.  How  about  the  supply  for  America?  Has  the 
American  supply  been  increased  or  decreased  ? 

Mr.  Spreckels.  We  have  always  drawn  our  supplies  from  Porto 
Rico,  the  Philippines,  and  from  Cuba,  and  from  our  domestic  produc- 
tion. Cuba,  being  our  principal  source  of  supply,  has  a  crop  of 
600,000  tons  more  than  t;hey  had  last  year.  There  will  be  600,000 
tons  more  available. 

The  Chairman.  In  what  we  call  our  supply  ? 

Mr.  Spreckels.  In  what  we  call  our  supply. 

The  Chairman.  Than  there  was  last  vear? 

Mr.  Spreckei^.  Yes. 

The  Chairman.  Was  last  year  up  to  the  ordinary  years  that  had 
preceded  it? 

Mr,  Spreckels.  It  was  the  largest  crop  in  the  history  of  Cuba. 

The  Chairman.  So  that  you  can  say  that  the  American  supply  for 
this  year,  if  I  understand  you,  is  about  600,000  tons  larger  than  it 
ever  was  in  our  history  ? 

Mr.  Spreckels.  Yes. 

Senator  Kenyon.  Let  me  get  that.  Do  you  mean  that  the  actual 
sugar,  including  that  in  the  United  States  and  that  imported 

Sir.  Spreckels.  Imported  from  Cuba. 

Senator  Kenyon.  Is  that  much  larger  than  it  has  ever  been  before? 

Mr.  Spreckels.  Yes. 
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Senator  Kbjnyon.  Have  not  the  importations  fallen  off  in  October 
and  November? 

Mr.  Spbeckels.  I  am  speaking  of  the  1918  crop.  If  I  understand 
you  correctly,  you  want  to  know  what  is  available  for  1918? 

The  Chaikman.  Yes. 

Mr.  Sprecelels.  We  are  now  going  into  the  crop  of  1918. 

Senator  Kenyon.  I  thought  we  were  going  into  what  we  have. 

Hr.  Sfbegkelb.  We  have  that  on  hand,  being  produced  now,  and 
the  estimated  crop  of  Cuba  is  600,000  tons  greater  than  it  was  last 
year. 

Senator  Kenton.  What  do  you  mean  by  last  year? 

Mr.  Spreckels.  1917 — this  year. 

Senator  Kenton.  So  that  what  you  are  giving  us  now  is  the  esti- 
mated crop  of  next  year  as  against  the  actual  crop  of  this  year  ? 

Mr.  Spreckels.  T(;  es. 

Senator  Kenton.  I  want  to  know  about  the  actual  crop  of  this 
year. 

The  Chairman.  I  think  we  are  getting  somewhat  involved. 

Mr.  Spreckels.  I  will  give  you  the  figures  of  1917.  It  amounted 
to  3,019,000  tons.  They  have  commenced  grinding  in  Cuba,  and  it  is 
estimated  that  they  will  make  just  600,001  tons  more  than  they  did 
last  year. 

The  Chairman.  When  you  say  they  have  commenced  grinding,  y^u 
mean  that  that  crop  is  now  available  for  the  American  market  f 

Mr.  Spreckels.  It  is  being  harvested  now. 

Senator  Kenton.  But  is  not  available  as  yet? 

Mr.  Spreckels.  Part  of  it.  They  are  producing  their  sugars  now ; 
thOT  are  producing  every  day. 

The  Chairman.  In  order  to  clear  this  matter  up,  we  will  talk  of  this 
su^ar  that  is  now  being  harvested  as  this  year^  crop,  because  it  is 
being  harvested  as  this  year's  crop,  because  it  is  being  harvested  in 
this  year. 

Mr.  Spreckels.  Yes. 

The  Chairman.  What  about  the  crop  of  last  year  ?  How  did  that 
compare  with  the  crop  of  the  preceding  years  ?  I  refer  to  the  Cuban 
crop. 

Mr.  Spreckels.  The  crop  of  1916,  the  preceding  crop,  was  3,007,000^^ 
tons,  or  16,000  tons  less  than  the  crop  of  this  year. 

The  Chairman.  What  was  the  crop  of  the  year  before  ? 

Mr.  Spreckels.  2,600,000  tons. 

The  Chairman.  That  would  be  1915  ? 

Mr.  Spreckels.  1915.  1914  was  2,597,000  tons,  and  1913,  2,428,000 
tons.    So  that  there  has  been  a  gradual  increase. 

The  Chairman.  Do  your  figures  go  back  of  1914? 

Mr.  Spreckels.  In  1913  it  was  2,428,000  tons;  in  1914,  2,597,000 
tons;  in  1915,  2,600,000  tons;  in  1916,  3,007,000  tons;  in  1917, 
3,023,000  tons ;  and  in  1918,  the  present  crop,  3,620,000  tons.  In  other 
words,  this  coming  crop  is  20  per  cent  greater  than  the  one  just 
past. 

The  Chairman.  What  about  the  decrease,  if  any,  in  the  sugar  con- 
sumption since  the  European  war  began? 

^6,  Spregkels.  They  have  decreased  the  consumption  in  Europe 
about  60  per  cent. 
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The  Chairmak.  I  am  asking  you  always  to  exclude  Germany  and 
her  allies. 

Mr.  Spseckslb.  We  have  no  statistics,  as  far  as  Germany  is  con- 
cerned. 

The  Chairman.  Germany  and  her  allies. 

Mr.  Sprrckels.  Yes.  They  produce  their  own  sugars.  They  do 
not  export  any  suear. 

The  Chairman.  There  has  been  a  decrease  since  the  war  began? 

Mr.  Spreckels.  I  am  speaking  of  England  and  France. 

The  Chairman.  And  the  decrease  in  England  and  France  has  been 
how  much,  do  you  say? 

Mr.  Spreckels.  It  has  been  50  per  cent.  They  consume  50  per  cent 
less  sugar. 

The  Chairman.  And  that  has  been  true  substantially  ever  since 
the  European  war  began? 

Mr.  Spreckels.  It  has  been  a  gradual  reduction. 

The  Chairman.  Has  there  been  any  increase  in  the  consumption 
in  neutral  countries  of  Europe  to  offset  this  decrease  in  consumption 
in  England  and  France? 

Mr.  Spreckels.  There  has  been  no  increase  in  any  country.  They 
have  all  decreased. 

The  Chairman.  As  a  general  proposition,  then,  what  do  you  say 
about  the  present  world  supply  dunng  the  last  12  months  as  Com- 
pared with  previous  years  of  our  history?  Has  it  been  as  great  or 
smaller  ? 

Mr.  Spreckels.  Approximately  the  same. 

The  Chairman.  Approximately  the  same.  Perhaps,  my  question 
is  misleading.  You  say  there  has  been  a  falling  off  m  the  consump- 
tion, and  my  question,  I  believe,  went  to  the  supply.  Taking  into 
consideration  the  falling  off  in  consumption,  and  the  production,  as 
you  have  given  it  to  us,  and  omitting  from  your  answer  the  central 
powers,  wnat  do  you  say  as  to  the  shortage  of  sugar,  the  actual 
shortage  of  sugar  existing,  over  ordinary  times? 

Mr.  Spreckels.  You  mean  as  far  as  the  United  States  is  con- 
cerned? 

The  Chairman.  Yes;  or  the  world. 

Mr.  Spreckels.  There  is  no  shortage  of  sugar.  The  shortage 
exists  in  spots.  For  example,  the  United  States  to-day  has  an  ample 
supply  of  sugar,  but  we  haven't  it  in  the  east  Atlantic  States.  There 
is  where  our  shortage  is.  It  is  localized;  but,  as  a  whole,  there  is 
plenty  of  sugar. 

Senator  Kenton.  I  wish  you  would  answer  the  chairman's  ques- 
tion.   The  sugar  supply  of  the  world  is  not  lessened  ? 

Mr.  Spreckels.  Ko. 

Senator  Kenton.  Is  the  available  supply  of  the  United  States 
any  less? 

Mr.  Spreckels.  No. 

Senator  Kenton.  By  reason  of  lack  of  importations? 

Mr.  Spreckels.  No.  ^ 

Senator  Kenton.  Did  not  the  importations  go  down  in  October 
and  November  in  the  United  States  as  compared  with  previous  years? 

Mr.  Spreckels.  They  have  gone  down  in  the  last  few  months;  yes. 

The  Chairman.  I  want  now  to  ask  one  further  preliminary  ques- 
tion which  I  should  have  asked  long  ago.    What  are  the  principal 
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world-supply  points  of  sugar — ^the  principal  countries  from  which 
su^ar  comes  ? 

Mr.  Spreckels.  Cuba  is  the  largest  producing  country.  We  draw 
mainly  from  there ;  but  Europe  also  draws  from  Cuba.  Then  there 
is  Peru.    Perhaps  I  had  .better  read  them  off. 

The  Chairman.  Very  well.    I  want  to  get  it  into  the  record. 

Mr.  Spreckels.  Shall  I  read  right  from  this  statistical  report  of 
Willett  and  Gray? 

The  Chairman.  Yes;  you  may  read  it. 

Mr.  Spreckels.  These  are  the  same  statisticians  to  whom  Mr. 
Hoover  referred.  We  will  take,  first,  the  United  States  proper  in 
cane-sugar  production.  Louisiana^  280,000  tons-;  Texas,  2,000  tons; 
Porto  Kico,  450,000  tons;  Hawaiian  Islands,  575,000  tons;  Cuba, 
3,400,000  tons.  That  was  the  last  crop,  the  crop  of  1916,  and  they 
failed  in  that  crop  on  account  of  the  insurrection  there  last  year. 
Then  we  have  the  British  West  Indies :  Trinidad,  65,000  tons ;  jBar- 
bados,  65,000  tons;  Jamaica,  15,000  tons;  and  other  minor  British 
West  India  islands,  30,000  tons.  The  French  West  Indies:  Mar- 
tinique, 40,000  tons ;  Guadaloupe,  40,000  tons.  Danish  West  Indies, 
now  belonging  to  us:  St.  Croix,  12,000  tons;  San  Domingo,  150,000 
tons.  Mexico,  50,000  tons;  Central  America,  25,000  tons.  We  now 
come  to  South  America:  Demerara,  120,000  tons;  Surinam,  15,000 
tons;  Venezuela,  15,000  tons;  Peru,  2,000  tons;  Argentina,  175,000 
tons;  Brazil,  225,000  tons.  That  makes  a  total  for  America  of 
5,919,000  tons.  That  takes  in  North,  South,  and  Central  America 
and  the  West  Indies.  Then  we  have  British  India,  2,400,000  tons:  but 
that  is  all  consumed  locally ;  they  do  not  export  any  sugars.  J  ava, 
1,595,000  tons;  Formosa,  in  Japan,  480,000  tons;  the  Philippine 
Islands,  220,000  tons.  That  makes  a  total  for  Asia  of  4,645,000  tons, 
Australia,  200,000  tons;  Fiji  Islands,  110,000  tons.  That  makes  a 
total  for  Australia  and  Polynesia  of  310,000  tons.  Then  we  take, 
next,  Egypt.  This  crop  is  also  somewhat  local,  and  amounts  to 
100,000  tons.  Mauritius,  220,000  tons;  Reunion,  45,000  tons;  Natal, 
125,000  tons;  Mozambique,  40,000  tons.  Next,  we  have  Europe. 
Spain,  6,000  tons.  They  produce  very  little  cane  su^ar  in  Spam; 
mostly  beet.  That  is  the  total  cane  crop,  amounting  in  sul  to 
11,410,000  tons.  The  beet  crop  of  Europe  amounts  to  5,275,000  tons 
and  in  the  United  States  to  ^6,000  tons.  In  Canada  the  beet  crop 
is  14,000  tons.  That  makes  a  grand  total  of  cane  and  beet  sugar  of 
17,575,000  tons.  That  was  their  estimate  last  year.  You  wanted  the 
source  of  supply. 

The  Chairman.  I  simply  want  the  source  of  supply,  and  that  will 
give  us  an  idea  of  the  amount  coming  from  these  places.  You  spoke 
of  a  number  of  places  that  consumed  all  of  their  own  sugar. 

Mr.  Spreckels.  Yes. 

The  Chairman.  There  were  a  number  of  other  places  like  Mexico, 
with  small  production.  Is  it  true  that  those  countries  that  produce  a 
small  amount  of  sugar  consume  it  all  themselves? 

Mr.  Spreckels.  Generally  speaking,  yes,  as  a  rule.  They  have 
very  small  parcels  for  export. 

The  Chairman.  The  lar^e  source  of  sugar  supply,  then,  speaking 
broadly,  as  I  understand  it,  is  Cuba? 

Mr.  Spreckels.  Cuba. 


16  SHORTAGE  OF  SUGAB. 

The  Chairkak.  The  Sandwich  Islands;  Hawaii? 

Mr.  Spreckels.  Of  course,  that  is  only  available  for  this  country — 
Hawaii  and  Porto  Rico. 

The  Chairman.  And  Java  is  another  great  source  of  supply! 

Mr.  Spregkels.  Another  great  source  of  supply. 

The  Chairman.  Australia  produces  a  considerable  amount! 

Mr.  Spregkels.  They  have  sufficient  in  Java  in  the  shape  of  old 
crop  to  supply  England. 

Senator  Kenton.  For  how  long! 

Mr.  Spregkels.  One  year;  and  then  thev  are  producing  another 
crop.  If  the  tonnage  were  available,  England  could  get  its  entire 
supply  there  now.    It  is  available  at  the  present  time. 

Tne  Chairman.  For  the  sake  of  clearing  the  matter  up  in  my  own 
mind,  and  perhaps  in  the  mind  of  the  committee,  when  cane  sugar 
is  produced  on  a  plantation,  to  what  extent  is  it  refined  or  reduced 
to  sugar !    In  what  form  is  it  when  it  is  sent  to  the  refinery ! 

Mr.  Spregkels.  In  the  form  of  what  they  call  raw  sugar,  con- 
taining 96  per  cent  of  sugar. 

The  Chairman.  Is  that  what  we  ordinarily  call  brown  su^ar ! 

Mr.  Spregkels.  No  ;  you  call  that  raw  sugar  as  distinguished  from 
brown  sugar — ^brown  crystallized  sugar.  What  you  call  Drown  sugar 
is  refined  sugar,  as  distinguished  from  the  raw  material. 

The  Chairman.  So  that  it  is  reduced  to  a  raw  sugar  at  the  planta- 
tion, and  then  when  it  goes  to  the  refinery — some  one  of  these  re- 
fijieries  you  have  named — it  is  turned  into  the  white  sugar  of  com- 
merce! 

Mr.  Spregkels.  Yes. 

The  Chairman.  And  also  into  brown  sugar,  some  of  it ! 

Mr.  Spregkels.  Yes;  and  sirups. 

The  Chairman.  Have  you  samples  of  those  sugars  with  you! 

Mr.  Spregkels.  No  ;  they  have  not  yet  arrived. 

The  Chairman.  You  have  sent  for  some,  you  told  me ! 

Mr.  Spregkels.  I  have  sent  for  them. 

The  Chairman.  J[  pass  from  that  now  and  take  up  beet  sugar, 
when  that  is  marketea.  How  is  that  done,  in  a  broad  way !  Is  the 
beet  reduced  to  sugar  by  the  farmer,  or  is  it  hauled  to  the  factory  in 
the  way  of  beets! 

Mr.  Spregkels.  It  is  hauled  to  the  factory  in  the  form  of  beets, 
and  then  the  factories,  which  they  call  beet-sugar  factories,  convert 
the  juice  of  the  beets  into  sugar. 

The  Chairman.  Is  that  ready  for  tlie  market  at  once! 

Mr.  Spregkels.  That  is  ready  for  the  market  at  once.  Thev  do 
not  produce  what  we  call  a  raw  sugar,  but  they  produce  a  refined 
sugar.  That  does  not  come  exactly  in  the  same  class  as  the  cane 
sugar.     It  is  not  quite  up  to  the  standard. 

The  Chairman.  These  beet -sugar  factories  that  you  speak  of  you 
do  not  include  among  your  refineries! 

Mr.  Spregkels.  No ;  we  do  not  call  those  refineries. 

The  Chairman.  They  exist  in  a  number  of  places  in  the  United 
States,  do  they  not! 

Mr.  Spregkels.  They  do.    We  call  them  beet-sugar  factories. 

The  Chairman.  Senator  Vardaman  suggests  that  I  ask  the  differ- 
ence between  the  beet  sugar  that  comes  from  the  beet-sugar  factories 
and  the  refined  sugars  that  come  from  the  refineries. 
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Mr.  Spreckels.  The  difference  between  the  beet  sugar  and  the 
cane  sugar  is  very  slight.  Cane  sugars,  speaking  of  the  refined  sugars, 
are  pure  sugar.  They  have  been  refined  to  an  absolutely  finished 
product.  In  other  words,  they  are  99.9  per  cent  pure,  while  the 
beets  probably  do  not  run  quite  so  high ;  but  the  beet  sugar  contains, 
technically  speaking,  what  we  call  cane  sugar.  They  may  have  99  per 
cent  of  cane  sugar.  We  do  not  call  beet  sugar  cane  sugar.  The  beet 
contains  cane  sugar,  technically  speaking. 

The  Chairman.  If  I  understand  you  right  and  I  am  going  to  ask 
this  leading  question,  because  I  have  got  it  from  some  other  investi- 
fi^ations,  the  way  the  beet-sugar  crop  is  handled,  the  farmer  hauls  his 
D^ts  to  the  factory  and  they  are  shoveled  out  of  his  wagon  in  the 
form  of  beets,  and  they  go  through  that  factory,  and  come  out  at  the 
other  end  white  su^ar. 

Mr.  Spreckels.  i  es. 

The  Chairman.  Oranulated  sugar,  or,  it  may  be,  what  we  call 
luinp  sugar,  made  in  any  form.    That  is  about  the  size  of  it? 

Mr.  Spreckels.  Yes.    They  buy  their  beets  from  the  farmer. 

The  Chairman.  Whereas  the  planter,  raising  cane  sugar,  gets  his 
cane,  and  reduces  it  to  a  juice — extracts  the  juice? 

Mr.  Spreckels.  That  goes  to  the  factory  just  the  same.  He  hauls 
that  also  to  the  factory,  the  same  as  the  farmer  hauls  his  beeta  In- 
stead of  hauling  beets,  he  hauls  his  cane. 

The  Chairman.  To  the  factory? 

Mr.  Spreckels.  Yes. 

The  Chairman.  When  that  factory  gets  through  with  it,  it  is  just 
a  raw  sugar? 

Mr.  Spreckels.  Yes. 

The  Chairman.  And  then  it  is  sent  to  the  refineries,  and  thej 
transform  it  into  the  pure  white  sugar  that  we  use,  and  some  of  it 
into  brown  sugar? 

Mr.  Spreckels.  Quite  right. 

The  Chairman.  I  think  that  is  all  of  the  preliminary  situation 
that  I  wanted  to  ask  about.  I  am  going  to  ask,  I  think,  at  this  point 
a  question  .that  Senator  Eenvon  asSed  a  while  ago.  You  stated  that 
there  is  an  actual  surplus  of  sugar  for  United  States  supply  that  is 
available,  that  there  has  been  no  shortage  in  the  matter  of  sugar  that 
was  available  for  the  United  States,  and  yet  we  are  confr9nted  to- 
day with  sugar  difiiculties.  You  also  said  there  had  been  a  falling 
off  in  sugar  importations^  from  Cuba  to  the  United  States.  In  a 
word,  what  is  the  cause  of  it  ?    Just  explain  it. 

Mr.  Spreckels.  I  suppose  you  know  that  we  entered  into  a  volun- 
tary agreement  with  the  Food  Administration  by  which  they  would 
import  for  all  the  refineries  their  sugars ;  they  would  arrange  for  all 
the  importations,  so  that  put  us  out  of  business  so  that  we  could  no 
longer  import  our  sugars  excepting  through  the  Food  Administra- 
tion; but  they  would  not  pay  the  price  for  the  raw  material,  with  the 
r^nilt  that  our  factories  had  to  be  closed,  and  subsequently  and  dur- 
ing that  period  sugars  that  might  have  come  here  to  this  country 
went  abroad,  went  elsewhere — ^the  raw  material.  Eventually,  when 
we  did  get  some  sugar  we  paid  the  price,  just  the  same.  In  fact,  I 
offered  to  pay  more  if  I  would  be  permitted  to  do  so,  to  get  through 
this  stringency. 

38464—18 2 
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/^The  Chairman.  Let  me  get  that  in  another  way,  so  that  I  am  sure 
that  I  understand  it.  In  ordinary  years,  and  ever  since  the  war 
be^an  and  until  the  present  year,  have  you  had  any  difficulty  in  your 
refineries,  or  have  the  other  refineries  had  any  dimculty,  in  securing 
an  abundance  of  raw  sugar  to  refine  and  supply  the  market  of  the 
United  States? 

Mr.  Spreckels.  No. 

The  Chairman.  Has  there  been  anything  to  interfere  with  your 
ability  this  present  year  to  get  those  raw  sugars  that  you  say  exist  in 
as  great  quantities  as  they,  ever  did  before,  and  somewhat  larcer,  for 
the  American  market,  except  arran^ments  and  orders  ana  agree- 
ments with  the  Federal  Food  Administration,  to  which  you  have 
just  referred? 

Mr.  Spreckels.  That  is  the  only  reason. 

The  Chairman.  Is  your  refinery  running  now  ? 

Mr.  Spreckels.  No;  it  is  closed. 

The  Chairman.  Why  is  it  closed? 

Mr.  Spreckels.  We  nave  not  the  raw  material. 

The  Chairman.  If  you  were  permitted,  and  had  no  contracts, 
agreements,  or  arrangements  with  the  Federal  Food  Administration, 
could  you  get  raw  sugars  to-day,  open  your  factory,  and  supply  it  I 

Mr.  Spreckels.  Perhaps  not  just  at  the  present  moment  We 
could  not  get  a  sufficient  quantity  to  run  to  capacity,  because  those 
sugars  have  befen  diverted  to  other  countries ;  but  those  sugars  might 
have  come  to  this  country  in  October  and  November  and  we  could 
have  had  a  chance  to  contract  for  them,  but  they  were  diverted  and 
tiiiev  went  elsewhere. 

The  Chairman.  Did  you  have  an  opportunity  to  get  any  of  those 
sugars?  Did  you  have  any  of  them  tendered  to  you  or  offered  to 
you  ? 

Mr.  Spreckels.  We  had,  but  we  were  not  permitted  to  buy,  and 
the  Food  Administration  international  committee  would  not  buy,  and 
they  have  gone  to  Canada,  which  paid  a  higher  price  than  we  were 
allowed  to  pay. 

The  Chairman.  How  did  they  reach  Canada  f 

Mr.  Spreckels.  From  New  York  by  rail. 

The  Chairman.  Do  I  understand  you  to  say  that  you  were,  by 
reason  of  these  arrangemente  with  tne  Food  Administration,  pro- 
hibited from  buying  sugars,  and  that  Canada  or  Canadian  merchants 
bought  them,  and  they  were  shipped  right  through  New  York  and 
through  the  tJnited  States  to  Canada? 

Mr.  Spreckels.  That  is  true.  ^ 

The  Chairman.  And  they  paid  more  than  you  were  permitted  to 
pay? 

Mr.  Spreckels.  Paid  more  than  we  were  permitted  to  pay.  We 
were  anxious  to  pay  the  price,  but  we  were  not  permitted  to. 

Senator  Jones.  Are  the  other  refineries  running  at  this  time,  or 
are  they  also  closed  ? 

Mr.  Spreckels.  Some  have  been  running  right  through,  those  who 
have  been  receiving  their  sugar  from  Hawaii.  They  have  been  run- 
ning right  along.  Others  have  closed  and  are  in  the  same  position 
that  we  are  in. 

The  Chairman.  With  the  permission  of  the  committee  I  will  state 
that  I  have  spent  some  time  trying  to  get  this  matter  in  some  sort  of 
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shape.  I  am  not  objecting  to  questions,  but  I  may  say  now  by  way 
of  explanation  for  myself  that  1  desire  to  start  back  a  little  bit  and 
trace  this  matter  through,  to  determine  whether  the  opinion  of  the 
witness  is  correct. 

Senator  Ken  yon.  Has  the  price  of  sugar  increased? 

Mr.  Spreckels.  From  when  t 

Senator  Kenton.  Is  it  higher  now  than  it  was  a  year  ago? 

Mr.  Spreckels.  Tes.  It  is  1  cent  a  pound  higher  now  than  last 
year  at  this  time. 

Senator  Vardaman.  Is  that  the  price  in  America? 

Mr.  Spreckels.  I  am  speaking  of  the  price  in  America.  The  price 
in  this  country  is  a  trifle  over  a  cent  a  pound  more. 

Senator  Kenton.  Is  that  beet  or  cane  sugar  ?  Is  beet  sugar  as  high 
now  as  it  was  a  year  ago? 

Mr.  Spreckels.  It  is  higher. 

Senator  Kenton.  And  cane  sugar  is  a  little  higher  also  ? 

Mr.  Spreckels.  Yes. 

Senator  Kenton.  A  cent  a  pound  ? 

Mr.  Spreckels.  There  is  not  Quite  that  difference  between  beet  and 
cane.  The  price  of  beet  is  now  $7.85,  and  last  year  it  was  $7.20.  The^ 
price  of  cane  is  $8.85,  as  against  $7.20. 

The  Chairman.  I  desire  to  lay  the  foundation  and  throw  some  light 
on  some  correspondence  I  have  seen.    I  think  it  may  so  into  the  rec-  ~^ 
ord  that  Mr.  Hoover  arrived  in  this  country  about  Mky  4,  and  then    | 
on  May  7  he  was  before  the  Committee  on  Agriculture  of  the  Senate.    . 
At  page  881  of  Part  IV  of  those  hearings  the  following  statement    ' 
occurs  which,  together  with  another  statement  by  Mr.  Hoover,  I 
desire  to  read  by  way  of  preface  to  some  correspondence  which  I 
desire  to  introduce.    Mr.  Hoover  said  [reading]  : 

Sugar  Is  a  question  of  oxtreme  anxiety,  because  the  world  has  an  under-supply 
of  sugar  and  we  are  an  importer.  Here  Is  a  place  where  we  get  in  the  same 
boat  with  the  allies ;  that  they  are  very  short  of  sugar,  their  people  are  consum- 
ing under  three-quarter^?  of  an  ounce  of  sugar  a  day,  and  I  presrume  we  are 
consuming  the  better  part  of  6  or  7  ounces.  But  next  year  they  are  taking 
measures  to  secure  as  large  a  part  of  the  sugar  production  as  they  can  in  their 
own  interests,  and  if  we  do  not  look  out  and  take  measures  we  are  going  to  be 
forced  to  reduce  our  consumption.  So  that  we  should  have  a  great  deal  of  co- 
operation both  ways.  The  sugar  production,  of  course,  is.  demoralized  by  the 
cutting  off  of  all  the  central  European  sugar  production,  exports,  and  so  on. 

At  page  413,  continuing  in  the  same  examination,  Mr.  Hoover 
further  says  [reading] : 

Tes;  and  I  am  raising  this  point  to  show  how  a  difiterent  situation  arises 
with  different  commodities.  They  require  different  treatments  altogether;  in 
fact,  each  required  international  treatment  at  the  first  step. 

I  might  mention  next  sugar  as  showing  another  complication  of  this  problem. 
From  the  Information  I  have  It  seems  to  me  probable  that  by  the  middle  of 
October  this  countrj'  will  have  exhausted  its  sugar  supply,  and  Its  arrivals  are 
not  large  before  the  end  of  December.  The  outlook  for  sugar  is  very  poor. 
The  Cuban  crop  may  be  down  a  million  and  a  quarter  tons  below  the  4,000,000 
normal,  and  generally  there  is  a  scarcity  of  sugar  in  the  world,  owing  to  the 
decrease  in  beet  production  all  over  Europe,  and  the  greater  demand  and 
greater  pull  by  the  allies  on  such  sugar  as  is  available,  and  they  have  an 
equal  pull  on  the  Cuban  market  and  other  markets  with  ourselves. 

Now,  we  have  to  get  into  relation  with  the  allies  as  to  a  fair  condition  of  the 
market,  cease  that  competition  for  that  sugar  as  far  as  we  can,  and  make  some 
arrangements,  for  instance,  for  the  sailing  ship  haulage  of  Java  sugar  to  this 
country,  so  as  to  release  Cuban  sugar  to  Europe.     In  any  event  we  must  take 
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a  grip  OD  the  stocks  of  sugar  at  a  very  early  moment  so  as  to  spread  the  whole 
of  the  sugar  we  have  got  over  a  number  of  months  and  prevent  a  serious  shor-t- 
age  In  the  future. 

r"^ow,  not  for  the  purpose  of  contradicting  Mr.  Hoover,  but  merely 
.to  elucidate  the  matter,  Mr.  Hoover's  statement  there,  that  the  Cuban 
'  crop  may  be  down  a  million  and  a  quarter  tons  below  the  4,000,000 
I  normal,  turned  out  to  be  an  error,  did  it  not? 

<      Mr.  Spreckels.  Did  he  say  a  million  and  a  quarter  below  the 
normal  ? 

The  Chairman.  Yes ;  down  a  million  and  a  quarter  tons  below  the 
normal.    You  say  there  is  an  increase  over  the  normal  i 

Mr.  Spreckels.  Yes. 

Senator  Vardaman.  What  excess? 

Mr.  Spreckels.  Sixteen  thousand  tons ;  but  he  is  speaking  there  of 
the  crop  of  1917,  the  crops  they  were  then  harvestmg.    When  was 
the  crop  of  1917,  the  crop  they  were  then  harvesting.    When  was 
The  Chairman.  In  May. 

Mr.  Spreckels.  They  were  then  in  the  midst  of  this  crop.  Instead 
of  being  a  million  ana  a  quarter  short,  they  had  3,028,000  tons  as 
against  8,007,000  tons,  or  16,000  tons  more. 

The  Chairman.  And  the  crop  for  this  year,  coming  in  in  December, 
is  600,000  tons  greater? 

Mr.  Spreckels.  Yes;  greater  than  the  last  crop. 

Senator  Vardaman.  Mr.  Hoover,  then,  was  not  speaking  of  the  crop 
this  year  ? 

Mr.  Spreckels.  No  ;  in  May  he  was  speaking  of  the  crop  then  being 
harvested. 

The  Chairman.  But  he  was  in  error  ? 

Mr.  Spreckels.  Oh,  yes. 

The  Chairman.  This  testimony  was  given,  as  I  understand  it,  on 
May  7,  and  I  will  ask  you  if  you  read  in  the  newspapers  or  saw  in  the 
newspapers  the  statement  setting  forth  in  respect  to  Mr.  Hoover's 
testimony,  or  at  least  purporting  to  do  so? 

Mr.  Spreckels.  I  did. 

The  Chairman.  Did  you  have  any  communication  then  with  Mr. 
Hoover? 

Mr.  Spreckels.  I  did. 

The  Chahiman.  I  will  say  that  this  is  preliminary,  merely  leading 
up  to  the  agreements  which  were  afterwards  made. 

Mr.  Spreckeus.  Under  date  of  May  10  I  wrote  him  a  letter. 

The  Chairman.  Immediately  following  the  giving  of  this  testi- 
mony? 

Mr.  Spreckels.  Yes. 

The  Chairman.  There  had  been  editorial  and  newspaper  comment 
or  talk  about  a  Federal  food  administration  going  to  be  created,  and 
Mr.  Hoover  going  to  be  the  food  regulator? 

Mr.  Spreckels.  Yes;  I  understood  he  was  to  take  charge  of  that. 

The  Chairman.  A  lot  of  suggestions  had  been  made ;  and  is  what 
I  show  you  now  your  letter  which  you  wrote  to  him  in  line  with  these 
other  things  ? 

Mr.  Spreckels.  Yes;  because  I  was  leaving.  I  sent  this  letter  to 
Mr.  Hoover,  to  be  delivered  to  him  in  person  at  the  time. 

The  Chairman.  I  shall  read  this  letter.    It  is  as  follows  [reading]  : 
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Exhibit  No.  5. 

May  10,  1917. 
Hebbebt  G.  Hoovek, 

Chairman  of  the  Food  Committee 

of  the  Council  of  National  Defense. 

DsAB  Sib  :  Understanding  that  the  Government  is  considering  the  advisability 
of  controlling  sugar,  we  would  state  that  we  think  the  best  plan  would  be  for 
the  Government  to  deliver  the  raw  sugars  to  the  different  retiners  and  arrange 
with  them  to  refine  same  on  a  fair  toll  basis.  If  given  prompt  notice,  we  can 
fill  our  present  contracts  and  be  ready  about  June  15th  to  July  15th  to  work  on 
such  a  basis. 

In  case  you  are  prepared  to  take  this  subject  up,  as  well  as  the  question  of 
arranging  how  to  secure  raw  sugars  on  the  most  favorable  terms,  the  bearer  of 
this  letter,  Mr.  Frank  0.  Lowry,  will  be  pleased  to  give  you  any  Information  on 
the  subject  you  may  desire. 

We  remain,  yours,  very  truly, 

Federal  Sugab  Refining  Co. 

The  Chairman.  Did  you  send  that  with  Mr.  Lowry  ? 

Mr.  Spreckels.  I  sent  that  with  him. 

The  Chaihman.  What  is  Mr.  Lowry 's  connection  with  your  com- 
pany, with  the  sugar  business? 

mx.  Spreckei^.  He  is  the  sales  manager. 

The  Chairman.  For  the  Federal  Sugar  Befining  Co.  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  For  the  sake  of  dates,  I  want  to  simply  put  in  the 
fact  that  on  May  19  the  President's  letter  was  printed  asking  Mr. 
Hoover  to  imdertake  the  task  of  food  administrator.  The  letter  of 
the  President  is  as  follows  [reading]  : 
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Mt  DBAS  Mb.  Hooveb.  It  seems  to  me  that  the  inauguration  of  that  portion 
of  the  plan  for  food  administration  which  contemplates  a  national  mobilization 
of  the  great  voluntary  forces  of  the  country  which  are  ready  to  work  toward 
saving  food  and  eliminating  waste  admits  of  no  further  delay. 

The  approaching  harvesting,  the  immediate  necessity  for  wise  use  and  sav- 
ing, not  only  in  food  but  in  all  other  expenditures,  the  many  undirected  and 
overlapping  efforts  being  made  toward  this  end,  all  press  for  national  direction 
and  inspiration.  WhUe  it  would  in  many  ways  be  desirable  to  wait  complete 
legislation  establishing  the  food  administration,  it  appears  to  me  that  so  far 
as  voluntary  effort  can  be  assembled,  we  should  not  wait  any  longer,  and  there- 
fore I  would  be  very  glad  if  you  would  proceed  in  those  directions  at  once. 

The  w^men  of  the  Nation  are  already  earnestly  seeking  to  do  their  part  in 
this  our  greatest  struggle  for  the  maintenance  of  our  national  ideals,  and  in 
no  direction  can  they  so  greatly  assist  as  by  enlisting  in  the  service  of  the 
Pood  Administration  and  cheerfully  accepting  its  direction  and  advice.  By  so 
doing,  they  will  increase  the  surplus  of  food  available  for  our  own  Army  and 
for  the  export  to  the  allies.  To  provide  adequate  supplies  for  the  coming  year 
is  of  absolutely  vital  Importance  to  the  conduct  of  the  war,  and  without  a  very 
conscientious  elimination  of  waste  and  very  strict  economy  in  our  food  con- 
sumption, we  can  not  hope  to  fulfill  this  primary  duty. 

I  trust,  therefore,  that  the  women  of  the  country  will  not  only  respond  to 
your  appeal  and  accept  the  pledge  to  the  Food  Administration  which  you  are 
proposlDg,  but  that  all  men  also  who  are  engaged  in  the  personal  distribution  of 
foods  wiU  cooperate  with  the  same  earnestness  and  in  the  same  spirit  I  give 
you  full  authority  to  undertake  any  steps  necessary  for  the  proper  organiza- 
tion and  stimulation  of  their  efforts. 

CkyrdiaUy  and  sincerely,  yours, 

WooDBOw  Wilson. 

Mr.  Hkbbxbt  O.  Hoovicb, 

WaaMngion,  D.  0.  / 

JuNx  12  11117. 
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The  Chairman.  Did  you  get  any  reply  from  Mr.  Hoover  to  this 
letter  which  you  wrote  to  him  ? 

Mr.  Spreckels.  No  ;  there  was  no  reply.    It  was  delivered  to  him. 

The  Chairman.  When,  if  at  any  time,  were  you  called  to  Washing- 
ton to  consult  about  the  sugar  situation  ? 

Mr.  Spreckei^.  I  was  invited  to  Washington,  it  must  have  been, 
I  think,  in  August,  but  I  did  not  attend,  for  I  was  out  in  California 
at  the  time. 

The  Chairman.  Was  that  after  Mr.  Hoover's  formal  appointment 
as  food  administrator? 

Mr.  Spreckels.  Yes;  after  his  formal  appointment.  Mr.  Lowry 
did  attend  that  meeting.  Mr.  Hoover  invited  all  of  the  sugar  re- 
finers of  the  country  to  attend  a  meeting  at  Washington. 

The  Chairman.  I  think,  in  order  to  get  the  dates  in,  I  shall  simply 
state  that  the  food-administration  act  was  passed  August  10,  and 
Mr.  Hoover  was  appointed  upon  the  same  day  or  the  next  day.  Have 
you  any  memoranda  here  showing  when  you  were  invited  to  come  to 
Washington  for  this  conference? 

Mr.  Spreckels.  I  have  not.  I  was  not  in  New  York  at  the  time. 
I  did  not  attend  that  conference,  but  Mr.  Lowry  did  attend  it. 

The  Chairman.  Can  you  state,  from  your  knowledge  gained  in 
vour  business,  who  was  called  here  to  this  conference. 

Mr.  Spreckels.  There  were  representatives  of  all  of  the  various 
refineries. 

The  Chairman.  They  were  called  to  Washington  to  confer  with 
Mr.  Hoover? 

Mr.  Spreckels.  To  confer  with  Mr.  Hoover.  I  think  they  were 
apprised  they  might  enter  into  a  voluntary  agreement.  They  were 
going  to  get  an  agreement  up  which  they  would  enter  into. 

The  Chairman.  Who  was  going  to  get  up  this  agreement? 

Mr.  Spreckels.  The  Food  Administration,  with  the  refiners.  They 
were  going  to  ask  them  to  enter  into  a  voluntary  agreement  by  which 
the  prices  and  differentials  in  sugar  would  be  fixed. 

The  Chairman.  That  suggestion  came  from  the  Food  Adminis- 
trator? 

Mr.  Spreckels.  Yes. 

The  Chairivlan.  And  the  sugar  refiners  were  there,  but  you  were 
not  there  personally? 

Mr.  Spreckels.  And  to  ask  the  cooperation  of  the  refiners,  and 
to  ask  them  to  place  themselves  to  cooperate  as  far  as  possible  with 
them. 

The  Chairman.  You  were  not  present  at  that  meeting,  but  Mr. 
Lowry  was  there  representing  you  t 

Mr.  Spreckels.  Yes. 

The  Chairman.  Can  you  state  from  what  you  learned  in  the  course 
of  your  business  what  was  finally  done  at  that  meeting?  Was  there 
anything  done? 

Mr.  Spreckels.  There  was  nothing  done.  The  next  step,  I  was 
invited  to  a  meeting  by  Mr.  Babst,  the  president  of  the  American 
Sugar  Refining  Co. 

The  Chairman.  Where  was  that  meeting  to  be  held  ? 

Mr.  Spreckels.  At  117  Wall  Street,  in  the  office  of  the  American 
Sugar  Refining  Co. 
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The  Chairman.  Whom  else  was  invited  to  be  there? 

Mr.  Speeckels.  All  of  the  refiners. 

The  Chairman.  Was  there  anybody  there  representing  the  Food 
Administration,  or  was  that  a  meeting  merely  of  refiners? 

Mr.  Spreckels.  Not  in  the  beginning ;  no,  sir.  Mr.  Babst  presented 
to  us  a  tentative  agreement  which  they  had  gotten  up  which  we  might 
enter  into. 

The  Chairman.  Who  had  gotten  it  up  ? 

Mr.  Spreckels.  I  do  not  know  whether  Mr.  Babst  got  it  up  or  Mr. 
Solph. 

The  Chairman.  Who  is  Mr.  Eolph? 

Mr.  Spreckels.  He  is  in  charge  of  the  sugar  division. 

The  Chairman.  Who  is  Mr.  Rolph;  what  was  his  business? 

Mr.  Spreckels.  He  is  the  general  manager  of  the  California  & 
Hawaiian  Sugar  Refining  Co. 

The  Chairman.  Where  is  that  located  ? 

Mr.  Spreckels.  At  Crockett,  Cal. 

The  Chairman.  Do  you  know  whether  Mr.  Rolph  or  Mr.  Babst 
at  this  time — at  the  time  of  this  meeting  in  New  York — were  con- 
nected in  any  way  with  the  Food  Administration  ? 

Mr.  Spreckels.  Not  at  that  time.    Mr.  Rolph  was ;  yes. 

The  Chairman.  Was  Mr.  Rolph  present  at  this  meeting  in  New 
York? 

Mr.  Spreckels.  I  think  he  was  present  at  one  or  two  of  the  meet- 
ings.   They  had  a  dozen  meetings ;  I  could  not  tell  you  how  many. 

The  Chairman.  What  I  am  trying  to  get  at  is  when  this  paper  or 
agreement  which  you  were  asked  there  to  go  over  with  the  other 
sugar  refiners  was  presented.  Did  you  understand  it  had  been  pre- 
pared by  Mr.  Babst  on  behalf  of  the  refiners,  or  that  it  was  a  paper 
that  had  been  prepared  in  connection  with  the  Food  Administration  ? 
Which  way  was  it  understood  ? 

Mr.  Spreckels.  It  was  understood  that  he  was  acting  for  the 
Food  Administration  as  an  accommodation  to  Mr.  Rolph. 

The  Chairman.  Was  that  paper  at  that  time  accepted  or  signed 
by  the  refiners? 

Mr.  Spreckels.  It  was  not.  They  had,  I  should  say,  10,  or  per- 
haps 15,  meetings,  until  they  finally  got  it  satisfactory  to  the  re- 
finers and  the  Food  Administration.    I  say  the  refiners.    All  except- 

ingmyself. 

The  Chairman.  There  appears  here  in  the  weekly  statistical  Sugar 
Trade  Journal,  on  August  2t,  what  purports  to  be  a  voluntary  agree- 
ment with  the  Food  Administrator  and  the  beet-sugar  people.  I 
would  like  to  put  it  in,  because  it  comes  chronologically,  and  I  shall 
put  it  in  as  it  is  contained  in  this  paper,  and  if  there  is  any  question 
about  its  accuracy  it  can  be  afterwards  raised. 

(The  agreement  referred  to  is  here  printed  in  full,  as  follows:) 

The  beet-sugar  producers  of  the  country  have  patriotlcaUy  agreed  with  the 
Food  Administration  to  Umlt  the  price  of  their  sugar  to  a  basis  which  should 
result  In  a  reduction  of  about  li  cents  a  pound  from  the  present  price,  effecting 
a  saving  of  $30,000,000  to  the  consuming  public  between  now  and  the  first  of  next 


Owing  to  the  holders  of  the  remainder  of  the  Cuban  crop  asking  exorbitant 
prices  for  their  sugar,  the  price  has  advanced  during  the  last  few  weeks  by  over 
If  cents  per  pound.    The  new  Cuban  crop  will  not  be  available  until  the  latter 
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part  of  December,  and  If  the  high  price  Is  to  continue  until  that  time  the  Ameri- 
can public  will  have  paid  about  $30,000,000  more  for  their  sugar  than  would 
otherwise  have  been  the  case.  The  beet-sugar  production  of  about  800,000  tons 
begins  to  come  into  the  market  during  the  month  of  September,  and  should 
furnish  the  bulk  of  supplies  between  then  and  the  first  of  next  year,  when  the 
Cuban  crop  will  be  available. 

In  response  to  a  request  from  the  Food  Administration,  representatives  of  80 
per  cent  of  the  domestic  beet-sugar  industry  of  the  United  States  have  been  In 
conference  with  the  Food  Administration  in  Washington  during  the  past  week. 
As  a  result  of  this  conference  these  beet-sugar  producers  reached  the  agreement 
to  limit  their  price  to  a  basis  that  will  make  possible  the  $30,000,000  saving  to 
the  public. 

The  representatives  of  the  beet-sugar  producers  who  were  in  Washington  dur- 
ing the  past  week  have  pledged  theselves  to  secure  the  active  cooperation  of 
the  other  20  per  cent  of  the  beet  Industry  and  have  every  reason  to  believe  that 
the  action  of  the  industry  will  be  unanimous. 

This  patriotic  action  of  the  domestic  beet-sugar  industry  in  acting  as  a  con- 
trol over  the  price  demanded  for  imported  sugar  will  not  only  make  the  saving 
mentioned  above  between  now  and  the  end  of  the  year,  but  will  contribute 
largely  to  establish  a  lower  price  for  imported  sugar  throughout  next  year. 

In  order  that  sugar  may  reach  the  dealer  without  Intermediate  speculative 
profits  between  the  producer  and  the  retailer,  the  wholesale  grocers  of  America 
have  voluntarily  agreed  with  the  Food  Administration  to  limit  distribution 
charges  in  such  a  manner  as  to  eliminate  the  possibility  of  speculative  or  ex- 
orbitant profits,  and  the  Food  Administration  will  be  able  at  a  later  date  to 
announce  the  price  at  which  wholesale  sugar  should  be  delivered  to  the  large 
consuming  centers  of  the  country.  It  will  then  be  for  the  consumers  them- 
selves to  see  that  they  receive  just  treatment  from  the  retail  dealer. 

It  will  be  of  interest  to  the  trade  to  know  that  the  price  agreed  upon  means 
$7.25  cane-sugar  basis,  f .  o.  b.  seaport  refining  points,  such  as  New  York,  Phila- 
delphia, New  Orleans,  Boston,  and  San  Francisco. 

It  is  the  intention  of  the  Food  Administration  to  adopt  certain  measures 
which  will  effectually  assure  that  this  price  shall  not  be  exceeded  during  the 
coming  year  even  upon  imported  sugar,  and  it  is  hoped  that  as  soon  as  the  Cuban 
crop  is  available  the  price  will  be  less  than  $7.25. 

It  is  desirable  for  the  public  to  bear  in  mind,  the  Food  Administration  points 
out,  that  in  order  for  the  allies  to  be  supplied  with  sugar  from  the  West  Indies, 
In  place  of  their  usual  source  of  supply,  which  Is  now  cut  off,  the  public  must 
reduce  its  consumption  of  sugar  by  every  means  possible.  That  there  Is  room 
for  reduction  in  consumption  without  hardship  must  be  evident  when  we  con- 
sider that  the  average  American  consumption  is  about  85  pounds  per  person 
per  annum,  whereas  the  new  sugar  regulations  In  England  limit  the  consump- 
tion to  21  pounds  per  person  per  annum. 

This  year  the  beet-sugar  crop  will  not  be  moving  freely  in  the  country  before 
the  1st  of  October,  and  therefore  there  will  be  a  few  weeks'  delay  before  the 
reduced  price  becomes  effective.  This  affords  an  opportunity  for  distributors 
and  retailers  to  dispose  of  sugar  purchased  by  them  at  a  higher  cost  level. 

In  order  to  get  the  chronology  correct,  I  want  to  put  in  at  this  time 
a  circular  sent  out  by  the  United  States  Food  Administration  law 
department,  license  division,  which  does  not  bear  a  date,  but  which 
is  marked  "  Received  September  19,  1917." 

(The  circular  referred  to  is  here  printed  in  full,  as  follows :) 

Exhibit  No.  7. 

Form  No.  138. 

Gentlemen  :  We  inclose  herewith  a  copy  of  the  President's  proclamation  of 
September  7,  1917,  relating  to  licensing  of  persons  engaged  in  importing,  manu- 
facturing, or  refining  sugar,  sugar  sirups,  or  molasses.  From  this  proclamation 
you  can  ascertain  whether  or  not  you  are  subject  to  license. 

We  also  inclose  form  of  application  fob  license  to  carry  on  business  as  re- 
quired by  the  President's  proclamation  of  September  7,  1917,  to  be  filled  out  by 
you  In  the  event  that  you  are  subject  to  license. 

Application  for  license  should  be  forwarded  Immediately  to  the  United 
States  Food  Administration,  Jaw  department,  license  division,  Washington, 
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D.  C,  to  whom  all  communications  relating  to  licenses,  future  change  of  ad- 
dress, etc.,  should  be  addressed. 

If  your  formal  application  has  been  made  and  you  have  not  received  your 
license  before  the  date  set  for  such  requirement,  October  1,  1917,  you  may  oper- 
ate, unless  you  are  advised  to  tlie  contrary,  on  the  assumption  that  your  license 
application  has  been  approved  and  that  license  is  in  process  of  issuing. 

Separate  applications  must  be  filed  and  separate  license  obtained  if  you  do 
business  under  more  than  one  name  or  style,  or  through  subsidiary  companies 
bearing  different  names,  or  through  agents  operating  under  their  own  names. 

The  following  instructions  regarding  the  filling  out  of  license  application 
should  be  observed : 

II9STBT7CTIONS  FOB  FILLING  OI7T  APPLICATIONS  FOB   BUOAB  LICENSE. 

(a)  Please  use  typewriter,  if  possible,  except  for  signature. 

(6)  Postage  is  required  on  the  envelope  in  which  the  application  is  returned. 

(c)  On  line  1  state  the  name  of  the  individual,  firm,  or  corporation  in  whose 
name  the  business  is  conducted. 

(d)  On  line  2  state  whether  applicant  is  a  partnership  or  corporation,  if 
either,  and  if  a  corporation,  state  under  what  laws  it  was  organized. 

(6)  On  line  3  state  fully  the  address  to  which  the  license  and  other  com- 
munications should  be  mailed. 

(/)  In  the  section  following  line  4  indicate,  by  means  of  an  X  placed  before 
the  proper  line  or  lines,  the  nature  of  the  business  for  which  you  seek  a  license. 
IjMLYe  blank  the  space  or  spaces  that  do  not  apply  ta  your  business. 

(g)  On  line  5  state  in  pounds  your  average  annual  sales  of  sugar  and  state 
in  gallons  or  tons  your  average  annual  sales  of  sirups  and  molasses. 

{h)  On  line  6  state  the  number  of  plants  that  you  operate  in  manufacturing 
or  refining  sugar. 

(i)  On  line  7  state  the  total  capacity  of  all  the  plants. 

</)  On  line  8  state  the  total  pounds  of  sugar  produced  at  all  plants  (a)  in 
1915,  (&)  in  1916,  (c)  in  1917,  to  the  date  of  this  application,  or  as  near  to  that 
date  as  possible. 

(k)  On  line  9  state  the  amount  of  sirups  and  molasses  produced  at  all  plants 
(a)  in  1915,  (&)  in  1916,  (c)  in  1917,  to  the  date  of  this  application,  or  as  near 
to  that  date  as  possible. 

({)  On  line  10  state  (in  bags)  the  total  warehouse  capacity  at  all  plants. 

(m)  On  line  11  state  the  name  of  the  individual,  firm,  or  corporation  who 
ovroa  the  business.  This  may  or  may  not  be  the  same  as  the  name  (on  line  1) 
of  the  individual,  firm,  or  corporation  in  whose  name  the  business  is  conducted. 
Fill  in  l)oth  line  1  and  line  11  whether  or  not  the  same  name  appears  on  both 
lines. 

(n)  On  line  12  state  the  mail  address  of  the  individual,  firm,  or  corporation 
whose  name  appears  on  line  11. 

(0)  In  the  spaces  under  line  13  state  (a)  in  the  case  of  a  corporation,  the 
names  and  addresses  of  the  managing  agents  or  principal  officers,  such  as  presi- 
dent, vice  president,  secretary,  and  treasurer;  and  (&)  in  the  case  of  a  partner- 
ship, the  names  and  addresses  of  the  members  of  the  partnership. 

(p)  On  line  14  should  appear  the  signature  of  the  individual,  firm,  or  cor- 
I)oration  whose  name  appears  on  line  1.  If  a  firm  or  corporation,  the  firm  or 
corporate  name  should  appear  on  line  14. 

(q)  If  a  firm  or  corporate  name  appears  on  line  14,  the  signature  of  the  indi- 
Tldual  officer  or  agent  signing  should  appear  on  line  15,  together  with  an  indi- 
cation of  his  office. 

(r)  On  the  back  of  the  application  please  list  and  descril)e  separately  each 
plant  operated  in  manufacturing  or  refining  sugar.  If  the  numbered  headings 
(No.  1,  No.  2,  No.  3)  are  not  sufficient  for  the  separate  listing  of  your  plants, 
give  required  information  as  to  additional  plants  on  plain  white  paper  and  paste 
tliAt  paper  to  the  application. 

(«)  On  line  16  state  the  location  of  the  first  plant  that  you  intend  to  describe. 

(1)  On  line  17  state  whether  at  this  plant  you  refine  or  manufacture  sugar, 
sirups,  and  molasses,  and  whether  from  sugar  cane  or  beets. 

(u)  On  line  18  state  the  total  capacity  of  the  plant. 

(17)  On  line  19  state  the  pounds  of  sugar  produced  at  the  plant  (a)  in  1915, 
(6)  in  1916,  (c)  in  1917,  to  the  date  of  this  application,  or  as  near  to  that  date 
as  possible. 
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(w)  On  line  20  state  the  amount  of  sirups  and  molasses  produced  at  the  plant 
(a)  in  1915,  (&)  in  1916,  (o)  in  1917,  to  the  date  of  this  application,  or  as  near 
to  that  date  as  possible. 

{X)  On  line  21  state  (in  bags)  the  warehouse  storage  capacity  of  the  plant, 
(y)  Under  headings  No.  2  and  No.  3  give  similar  information  as  to  other 
plants.     (See  instruction  (r).) 
Yours,  very  truly, 

United  States  Food  Administration, 

Law  Department — License  DivUion, 

The  Chairman.  You  received  that,  did  you  ? 

Mr.  Spreckels.  I  did. 

The  Chairman.  About  September  19  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  You  spoke  about  an  agreement  that  had  been 
talked  over  among  the  refiners  and  hdd  been  changed  a  large  num- 
ber of  times,  but  that  finally  reached  a  completed  form,  and  I  will 
ask  you  if  that  paper  which  you  have  in  this  book  is  a  copy  of  that 
agreement  as  finally  agreed  upon  ? 

Mr.  SpRECKELfl.  No ;  I  do  not  think  it  is. 

The  Chairman.  Have  you  a  copy  of  the  final  agreement? 

Mr.  Spreckels.  Yes;  but  I  have  not  it  with  me  now. 

The  Chairman.  Here  is  what  purports  to  be  a  copy  of  this  agree- 
ment, printed  in  the  weekly  statistical  Sugar  Trade  Journal,  and  I 
will  aslc  you  to  look  at  that  and  see  if  that  is  the  agi-eement  that 
finally  was  presented  to  the  sugar  refiners  and  signed  by  them. 

Mr.  Spreckels.  Yes ;  I  think  that  is  a  correct  copy. 

The  Chairman.  We  will  put  it  in  subject  to  correction,  if  there 
is  any  question  about  it.  This  is  dated  October  25,  1917.  Did  you 
have  any  conference  with  Mr.  Hoover  before  this  paper  was  finally 
signed  ? 

Mr.  Spreckels.  I  had  a  conference  with  him  under  the  agreement 
as  it  was  drawn  up  prior  to  this,  in  which  they  named  three  commit- 
tees instead  of  two. 

The  Chairman.  So  that  we  may  get  that  clear,  Mr.  Hoover  had 
called  a  meeting  in  Washington  and  your  representative  went  there? 

Mr.  Spreckels.  Yes. 

The  Chairman.  After  that  the  refiners  had  a  number  of  meetings 
in  which  they  went  over  various  forms  of  contracts  that  were  being 
submitted,  these  contracts  having  for  general  purpose  the  regula- 
tion of  the  method  of  carrying  on  business? 

Mr.  Spreckels.  Yes. 

The  Chair»la.n.  The  final  draft  of  the  contract  appears  to  have 
been  signed  October  1,  1917.  Were  there  any  further  conferences 
with  Mr.  Hoover  which  resulted  in  the  formation  of  any  kind  of 
committees  before  this  contract  was  signed  or  the  appointment  of 
any  kind  of  committees? 

Mr.  Spreckels.  There  were. 

The  Chairman.  What  were  the  committees  that  Mr.  Hoover  pro- 
posed? 

Mr.  Spreckels.  They  had  three  committees.  They  had  the  inter- 
national committee,  the  national  committee,  and  the  refiners'  com- 
mittee. 

The  Chairman.  Who  named  these  committees,  Mr.  Hoover  or  you 
or  the  refiners? 

Mr.  Spreckels.  Mr.  Hoover. 
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The  Chair3ian.  Who  composed  the  international  committee  ? 

Mr.  Spbeckels.  Mr.  Bolph  was  the  chairman  of  the  international 
committee.    There  were  five  upon  it,  I  think. 

The  Chairman.  And  with  what  company  is  he  connected? 

Mr.  Spreckels.  The  California  &  Hawaiian  Sugar  Befining  Co. 

The  Chairman.  Who  were  the  others? 

Mr.  Spreckels.  I  will  first  give  you  the  American.  Mr.  Earl  D. 
Babst. 

The  Chairman.  And  what  is  his  connection? 

Mr.  Spbeckels.  He  is  the  president  of  the  American  Sugar  Refin- 
ing Co. 

The  Chairman.  That  is  what  we  commonly  refer  to  as  the  trust? 

Mr.  Spreckels.  Yes;  and  Mr.  Jamison,  of  Arbuckle  Bros. 

The  Chairman.  Those  three  constitute  the  American  members? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Who  were  the  English  members? 

Mr.  Spreckels.  Mr.  Joseph  Wliite  Todd  and  Mr.  John  R.  Drake. 

The  Chairman.  Was  either  of  the  English  members  in  the  sugar- 
refining  business  or  the  sugar  business? 

Mr.  Spreckels.  No.    Mr.  Drake  is  a  sugar  merchant  in  London. 

The  Chairman.  But  not  a  sugar  refiner? 

Mr.  Spreckeus.  No. 

The  Chairman.  What  was  the  jurisdiction  of  this  international 
committee  to  be — what  was  it  to  do? 

Mr.  Spreckels.  They  were  to  arrange  between  them  as  to  what 
proportion  of  the  sugars  of  the  world's  production  should  go  to  this 
country  and  what  should  go  to  the  allies. 

The  Chairman.  As  to  tnat  part  which  went  to  the  allies,  did  the 
American  members  of  the  commission  have  any  jurisdiction  over  it 
as  to  prices  or  methods  of  distribution  on  the  other  side? 

Mr.  Spreckels.  Not  as  to  distribution;  but  they  would  naturally 
have  to  agree  as  to  prices.  I  am  not  certain  as  to  that.  They  were 
to  divide  the  world's  cake. 

The  Chairman.  Were  the  English  members  of  this  commission  to 
have  anything  to  do  with  the  fixmg  of  American  distribution? 

Mr.  Spreckels.  Nothing. 

The  Chairman.  Do  you  understand  whether  the  English  members 
"were  to  have  anything  to  do  with  the  price  the  Americans  were  to 
pay  for  raw  sugar  which  they  purchased  ? 

Mr.  Spreckels.  I  could  not  say  as  to  that. 

Senator  Vardaman.  Did  he  not  say  a  moment  ago  that  they  were 
to  fix  the  price  and  divide  the  cake  ? 

Mr.  Spreckels.  As  to  the  quantity. 

The  Chairman.  But  not  prices? 

Mr.  Spreckels.  I  do  not  know  as  to  prices ;  I  could  not  say  as  to 
that. 

The  Chairman.  Who  composed  the  national  committee? 

Mr.  Spreckels.  The  three  gentlemen  I  have  just  named — Mr. 
Bahst,  Mr.  Jamison,  and  Mr.  Rolph. 

The  Chairman.  What  was  the  jurisdiction  of  the  national  com- 
mittee to  be?    What  were  they  to  do? 

Mr.  Spreckels.  They  were  to  arrange  for  the  purchase  of  the 
sugars  for  the  various  refineries,  in  addition  to  which  they  were  to 
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allocate  whatever  they  purchased  to  the  refineries  as  they  saw  fit  to 
do,  and  that  is  what  I  oDJected  to  with  Mr.  Hoover  at  the  time. 

The  Chairman.  Stating  that  in  different  language  to  be  sure  that 
I  understand  you,  do  you  mean  to  say  now  that  the  matter  of  secur- 
ing the  sugar  which  was  to  be  refined  by  all  of  the  American  refiner- 
ies was  to  he  turned  over  to  these  three  gentlemen? 
Tr^^  Spreckels.  Yes. 
le  Chairman.  And  then,  the  business  of  buying  it  having  been 
turned  over  to  them,  you  say  they  were  to  allocate  it  to  the  different 
refineries?  You  mean  to  allot  to  each  refinery  the  amount  it  was 
to  have? 

J^.  Spreckels.  Yes. 

The  Chairman.  And  you  say  you  objected  to  that? 

Mr.  Spreckels.  Yes;  I  objected  to  placing  myself  in  the  hands 
of  the  three  refiners,  as  we  were  absolutely  independent.  I  did  not 
think  I  would  get  the  amount  that  we  were  entitled  to. 

The  Chairman.  Was  there  any  other  committee  named? 

Mr.  Spreckels.  There  was  a  refiners'  committee. 

The  Chairman.  Who  composed  that  committee? 

Mr.  Spreckels.  It  was  composed  of  Mr.  Post 

The  Chairman.  Of  what  company  ? 

Mr.  Spreckels.  The  National  Sugar  Refining  Co. 

The  Chairman.  Is  that  Mr.  Babst's  company? 

Mr.  Spreckels.  No  ;  his  organization  has  a  large  stock  interest  in 
the  company. 

The  Chairman.  Is  Mr.  Post  connected  with  the  American  Sugar 
Refining  Co.? 

Mr.  Spreckels.  The  American  Sugar  Refining  Co.  has  a  large 
interest  in  the  National,  although  they  call  themselves  independent. 

The  Chairman.  Did  you  name  Mr.  Warner? 

Mr.  Spreckels.  Mr.  Warner? 

The  Chairman.  What  was  his  connection  ? 

Mr.  Spreckem.  Nothing. 

The  Chairman.  No,  I  mean  what  is  his  company  ? 

Mr.  Spreckels.  The  Warner  Sugar  Refining  Co.  I  believe  Mr. 
Warner  is  independent,  so  far  as  I  know. 

The  Chairman.  Who  else  is  a  member? 

[Mr.  Spreckels.  Mr.  Parker.  He  is  the  vice-president  of  the 
American  Sugar  Refining  Co. 

The  Chairman.  Was  mere  anybody  else?  I  have  a  memorandiun 
here 

Mr.  Spreckels.  If  you  have  a  memorandum,  if  you  will,  read  it. 

The  Chairman.  J.  L.  Goetzinger. 

Mr.  Spreckels.  Yes ;  he  is  of  the  Arbuckles. 

The  Chairman.  Do  you  know  whether  they  have  any  connection 
with  the  American  Sugar  Refining  Co.  ? 

Mr.  Spreckels.  I  do  not. 

The  Chairman.  Were  you  a  former  member  of  that  conmiittee? 

Mr.  Spreckels.  I  was. 

The  Chairman.  What  was  the  jurisdiction  of  that  conmiittee  to  be; 
what  was  it  to  do — ^that  refiners'  committee? 

Mr.  Spreckels.  As  near  as  I  "recall — ^I  have  not  the  agreement  with 
me,  as  I  did  not  know  that  I  was  coming  up  for  examination,  but 
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as  near  as  I  can  recall — ^they  were  simply  to  see  that  the  rules  were 
obeyed  under  which  we  might  work. 

The  Chairman.  You  say  you  objected  to  Mr.  Hoover  about  giving 
the  national  committee,  which  was  composed  of  Mr.  Babst,  Mr. 
Bolph,  and  Mr.  Jamison,  the  jurisdiction  they  had.  What  did 
Hoover  do  about  that? 

Mr.  Spreckeub.  He  eliminated  that  at  once. 

The  Chairman.  Eliminated  the  committee  or  the  feature? 

Mr.  Spreckels.  The  feature,  and  the  committee. 

The  Chairman.  And  the  committee? 

Mr.  Spreckels.  And  the  committee;  yes. 

The  Chairman.  What  became  of  the  jurisdiction  that  was  to  be 
given  to  them? 

Mr.  Spreckels.  That  was  given  to  the  refiners'  conmiittee. 

The  Chairman.  The  one  which  you  have  just  named? 

Mr.  Spreckels.  The  one  of  which  Mr.  Warner  and  I  are  member& 

The  Chairman.  Prior  to  this  time  had  there  been  sugar  exchanges? 

Mr.  Spreckels.  Yes. 

The  Chairman.  And  what,  if  anything,  has  happened  to  those 
exchamzes? 

Mr.  Spreckels.  They  were  closed  at  the  request  of  Mr.  Hoover. 

The  Chairman.  I  have  here  a  newspaper  clipping  bearing  the  date 
line  of  August  16,  which  I  will  put  in  the  record  for  the  sake  of  fixing 
the  fact.  I  suppose  we  can  take  it  as  correct.  It  begins :  ^^  Sugar 
speculation  stopped  by  Hoover."    It  reads  as  follows  [reading]  : 

EiXHIBIT  No.  8. 

8X70AB  SFBC17LATION  STOPPED  BT  HOOVER — COFFEE  FUTX7BE  TBADINO  ALSO  STOPPED— 

OTHSB  DEALS   LXICTTED. 

New  Yobk,  August  16,  1917. 

Speculation  in  sugar,  which  has  been  advancing  in  price  for  months,  was 
banned  on  the  New  York  Coffee  and  Sugar  Exchange  to-day  at  the  instance  of 
Herbert  G.  Hoover,  food  administrator.  He  requested  the  exchange  to  suspend 
all  dealings  in  futures,  based  on  his  belief  expressed  in  a  letter  that  the  normal 
function  of  such  trading  to  stabilize  prices  is  lost  under  present  conditions  and 
operated  to  inflate  prices. 

Conditions  were  such,  he  said,  as  to  stimulate  speculation. 

He  also  asked  the  exchange  to  limit  itself  to  cash  transactions  and  to  deal- 
ings solely  bet^'een  actual  producers  and  buyers  of  sugar  for  their  own  re- 
quirements. 

Sugar  prices  have  been  steadily  ascending  and  within  the  last  week  have 
touched  altitudes  never  before  reached.  A  year  before  the  war  Cuban  raws 
sold  as  low  as  2  cents  a  pound,  while  last  week  they  reached  6}  cents.  Granu- 
lated has  advanced  in  the  same  period  from  5  cents  to  9.15  cents  a  pound. 

The  suspension  of  susar  tnulinp:  "  until  further  notice  "  came  as  a  surprise 
to  the  members  who  had  no  idea  such  drastic  action  was  contemplated.  Presi- 
dent Lawrence,  of  the  exchange,  stated  that  the  committee  appointed  to  confer 
with  Mr.  Hoover  would  assure  him  of  cooperation  by  the  exchange  In  any 
measure  deemed  necessary  to  stabilize  prices  during  the  war. 

The  Chairman.  As  the  result  of  that,  were  the  sugar  exchanges 
closed? 

Mr.  Spreckeus.  They  were  closed. 

The  Chairman.  This  brings  us  up,  then,  as  I  understand,  this 
committee  having  been  formea  as  you  say,  to  the  time  when  the  con- 
tract of  October  1  was  finally  made? 
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Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  I  would  like  now  to  read  that  contract  for  the 
committee,  and  for  my  own  benefit  also.  It  reads  as  follows  [read- 
ing! : 

Exhibit  No.  9. 

cane  befineb8'  agbeement  with  united  states  food  admit9i8tsation. 

This  agreement,  entered  Into  the  1st  dny  of  October,  1917,  between  Herbert 
Hoover,  as  United  States  Food  Administrator,  acting  in  this  behalf  for  the 

President  of  the  United  States,  and  (name  of  refiner)  hereinafter  called 

the  Refiner. 

Witnesseth,  that 

Whereas,  pursuant  to  an  act  of  Congress  entitled  "An  act  to  provide  for  the 
national  security  and  defense  by  encouraging  the  production,  conserving  the 
supply,  and  controlling  the  distribution  of  food  products  and  fuel,"  approved 
August  10,  1917,  and  known  as  the  food-control  act,  the  President  of  the 
United  States  has  duly  appointed  Herbert  Hoover,  food  administrator;  and 

Whereas  the  said  Food  Administrator  and  the  undersigned,  pursuant  to  the 
objects  and  purposes  of  the  said  act,  desire  to  secure  an  equitable  distribution 
of  sugar  throughout  the  United  States  during  the  period  of  the  war  and  to 
prevent  unjust,  unreasonable,  unfair,  and  wasteful  commissions,  profits,  and 
practices;  and 

Whereas,  In  order  to  carry  out  the  purposes  of  the  said  act  and  the  objects  of 
this  agreement.  It  is  deemed  advisable  that  the  United  States  Food  Administra- 
tion, through  its  international  sugar  committee  hereinafter  named,  should  coop- 
erate with  the  royal  commission  on  the  sugar  supply  In  the  purchase  of  the 
imported  raw-sugar  requirements  of  the  United  States  of  America  and  of  the 
other  nations  at  war  with  Germany,  and  in  the  sjile  of  the  United  States  refined 
sugar  to  such  nations ;  and 

Whereas  the  said  Food  Administrator  to  effect  said  cooperation  with  the  said 
royal  commission  on  the  sugar  supply  has  appointed  George  M.  Rolph,  of  Wash- 
ington, D.  O. ;  Earl  D.  Babst,  of  New  York  City ;  William  A.  Jamison,  of  New 
York  City ;  Sir  Joseph  White-Todd,  of  London,  England ;  J.  Ramsey  Drake,  of 
London,  England,  a  committee  of  the  United  States  Food  Administration,  to  be 
called  the  International  sugar  committee,  with  headquarters  located  in  New 
York  City,  to  arrange,  subject  to  his  approval,  for  the  purchase  and  shipment  of 
sugar  to  the  United  States  of  America  and  the  other  nations  at  war  with  Ger- 
many and  with  the  duties  hereinafter  described ;  and 

Whereas  the  said  Food  Administrator  has  appointed  Claus  A.  Spreckels.  of 
New  York  City ;  James  H.  Post,  of  New  York  Cl^ ;  Charles  M.  Warner,  of  New 
York  City ;  George  H.  Earle,  jr.,  of  Philadelphia,  Pa. ;  Robert  M.  Parker,  of  New 
York,  a  committee  of  the  United  States  Food  Administration,  to  be  called  the 
American  refiners'  committee,  to  perform,  subject  to  his  approval,  such  duties 
as  are  hereinafter  specified,  and  has  appointed  Dwlght  P.  Thomas,  Boston, 
Mass. ;  W  .J.  McCahan,  jr.,  of  Philadelphia,  Pa. ;  Benjamin  A.  Oxnard,  of  Savan- 
nah, Ga. ;  M.  E.  Goetzinger,  of  New  York  City ;  .John  Farr,  of  New  York  City ; 
William  Henderson,  of  New  Orleans,  La.;  W.  T.  Eldrldge.  of  Sugarland.  Tex., 
as  alternates  on  said  committee,  who  shall  have  the  privilege  of  being  present  at 
all  meetings  and  serving  in  the  place  of  any  absent  member  or  filling  any 
vacancies  In  said  committee  In  the  order  named;  and 

Whereas  the  undersigned  Is  a  buyer  of  raw  sugar  and  Is  desirous  of  aiding 
and  promoting  the  eflaclent  administration  of  said  act  and  of  securing  the  pur- 
poses to  be  accomplished  thereby  by  voluntary  agreement  as  authorizeil  by 
section  2  of  the  aforesaid  act  of  Congress : 

Now,  therefore.  In  consideration  of  the  premises  and  the  mutual  covenants 
hereinafter  contained,  the  parties  hereto  agree  as  follows : 

1.  The  UnitiHl  States  Food  A<lnilnistrator.  agrees  that  the  said  International 
sugar  committee  shall  arrange  for  the  purchase  of  raw  sugar  from  the  West  Indies 
and  such  other  import  sources  as  are  available  for  the  purpose  of  supplying  and 
apportioning  the  requirements  of  the  United  States  and  of  the  other  nations  at 
war  with  Germany. 

2.  That  all  questions  of  a  purely  domestic  nature  coming  before  the  Inter- 
national sugar  committee  In  the  performance  of  the  duties  assigned  to  it  by  this 
contract  shall  be  referred  to  the  American  members  of  said  committee  for 
action. 
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The  Chairman.  Now,  this  is  what  I  want  to  call  the  attention  of 
the  committee  to : 

3.  That  after  the  date  of  this  agreement  the  refiner  will  not  import  or  pur- 
chase any  such  raw  sugar  as  Is  described  in  paragraph  one  (1),  except  through 
the  international  sugar  committee  of  the  United  States  Food  Administration, 
and  will  permit  said  committee  to  arrange,  route,  and  distribute  such  purchases 
for  refiner's  account  so  far  as  possible  according  to  refiner's  convenience  and 
requirements.  Such  purchases  may  be  made  either  direct  or  through  a  broker^ 
if  customary,  or  otherwise  as  said  International  sugar  committee  shall  find 
expedient. 

4.  That  the  United  States  Food  Ad  mi  nist  ration  will  direct  the  said  American 
refiners'  committee  to  fix  the  bnsis  of  projwrtionate  distribution  of  the  sugar  pro- 
vided by  the  international  sugar  committee  for  the  United  States  among  the  re- 
finers who  enter  this  or  a  similar  agreement  with  him,  and  to  arrange  for  the  ap- 
IK>rtionment  to  each  refiner  of  a  fair  proportion  of  such  sugar.  In  case  of  dis- 
agreement between  the  refiner  and  the  American  refiners'  committee  or  between 
the  refiners'  committee  and  Uie  international  sugar  committee  the  matter  shall 
be  submitted  to  the  United  States  Food  Administrator  and  his  decision  shall 
be  final. 

5.  That  in  apportioning  said  sugar  to  any  refiner,  as  provided  in  paragraph  4, 
the  American  refiners'  committee  shall  take  into  consideration  any  written 
contract  now  in  effect  made  by  the  refiner  for  the  purchase  of  foreign  or 
domestic  raw  sugars  for  delivery  after  the  date  of  this  agreement  and  also 
any  contracts  which  refiner  may  hereafter  make  for  domestic  raw  sugars 
which  are  not  hnported  into  the  United  States  or  any  purchases  of  same. 

6.  On  each  purchase  arranged  for  by  the  said  international  sugar  committee 
and  the  American  refiners'  committee  the  buyer  will  pay  to  the  said  committees 
a  sum  for  each  ton  that,  calculated  on  the  entire  tonnage  handled  by  the  com- 
mittees, will  be  sufilcient  to  pay  the  actual  expenses  of  the  committees,  this 
amount  to  be  calculated  at  such  intervals  as  the  committees  may  determine. 

7.  The  Food  Administrator  agrees  that  he  will  cause  the  international  sugar 
committee  to  determine  on  each  business  day  and  to  post  in  its  ofl!ice  and  to 
publish  in  certain  daily  newspapers  and  trade  Journals  to  be  designated  by  the 
committee,  basic  prices  for  96-degree  centrifugal  sugar  delivered  duty  paid  re- 
fining points. 

8.  The  refiner  agrees  that  it  will  sell  all  sugar  refined  by  it  at  a  price  not 
more  than  1.3  cents  net  per  pound  wholesale  of  refined  sugar  on  the  basis 
of  fine  granulated  sugar  in  barrels  or  in  100-pound  bags  (when  used  as  the 
standard  basis)  f.  o.  b.  refinery,  above  the  basic  price  for  90-degree  cen- 
trifugal sugar  as  determined  by  the  international  sugar  committee  under 
paragraph  7  above  and  in  force  on  the  day  when  such  sale  of  refined  sugar 
is  made  with  such  differentials  as  are  shown  on  its  oflicial  price  list.  Said 
net  margin  shall  include  the  fee  paid  to  the  committee  and  be  exclusive 
of  2  per  cent  cash  discount,  payment  10  days  to  the  trade.  This  margin  is 
determined  on  a  delivered  duty-paid  price  of  from  6f  cents  to  6  cents  per 
pound,  and  in  case  the  basic  price  provided  in  paragraph  7  goes  below  5f 
cents  per  pound  shall  be  decreased  by  the  United  States  Food  Administrator  in 
such  a  manner  as  to  return  substantially  the  same  profit  to  the  refiner.  In  case 
the  basic  price  goes  above  6  cents  per  pound,  said  margin  shall  be  increased 
by  the  United  States  Food  Administrator  to  accomplish  the  same  purpose. 

9.  It  is  mutually  agreed  that  said  margin  is  also  subject  to  revision  from 
time  to  time  by  reason  of  changes  in  cost  of  refining  and  of  distribution  or  in 
the  event  of  an  excise  or  similar  tax. 

10.  It  is  further  understood  that  inasmuch  as  this  agreement  has  been 
entered  Into  at  the  urgent  request  of  the  food  administrator  for  the  purposes 
above  recited,  and  notwithstanding  the  absence  of  any  statutory  power  on  the 
part  of  the  Food  Administrator  to  fix  the  price  of  raw  or  refined  sugar,  and  in 
view  of  the  limitation  on  the  price  to  be  secured  by  the  refiner  for  its  refined 
product  therein  agreed  to,  the  said  Food  Administrator  through  the  said 
international  sugar  committee  and  the  American  refiners'  committee  will 
cooperate  with  the  refiner  to  prevent,  so  far  as  possible,  any  loss  by  the  said 
refiner  on  any  sugar  purchased  as  herein  provided. 

11.  The  refiner  agrees  to  conduct  its  cargo  export  business  under  the  super- 
vision of  the  United  States  Food  Administrator,  and  in  fixing  the  price  to 
nations  represented  by  the  royal  sugar  commission  on  the  sugar  supply  will 
add  not  more  than  the  net  refining  margin  for  domestic  business,  with  draw- 
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back  allowance  to  the  buyer  of  1  cent  per  pound  for  granulated  sugar  when 
made  from  dutiable  imported  Cuban  raw  sugar,  unless  otherwise  approved 
by  the  United  States  Food  Administration,  such  drawback  being  based  on 
present  rate  of  duty  upon  Cuban  sugars,  and  to  be  adjusted  in  the  event  of 
any  change  in  the  present  rate  of  duty  on  Cuban  sugar. 

12.  It  is  understood  and  agreed  by  the  refiner  that  a  violation  of  any  of  the 
terms  of  this  agreement  may  result  in  and  be  cause  for  revocation  of  its  license. 

13.  This  agreement  shall  remain  in  full  force  and  effect  from  October  1st,  1917, 
until  the  existing  state  of  war  between  the  United  States  and  Grermany  shall 

^ave  terminated,  and  the  fact  and  date  of  such  termination  shall  be  ascertained 
and  proclaimed  by  the  President,  and  thereupon  this  agreement  shall  end. 

In  witness  whereof  the  parties  hereto  have  subscribed  this  agreement  on  the 
day  and  year  first  above  written. 


United  States  Food  Administrator. 


Refiner, 
Witness : 


Senator  Lodge.  Mr.  Chairman,  I  was  unfortunately  and  unavoid- 
ably detained  and  unable  to  set  here  until  just  now.  I  suppose  this 
has  been  already  stated,  but  has  it  appeared  from  that  circular  you 
have  just  been  reading  who  constituted  the  international  committee 
named? 

The  Chairman.  Sir  Joseph  White-Todd,  of  London;  J.  Bamsay 
Drake,  of  London,  England;  and  the  three  gentlemen  already 
named — ^Mr.  Kolph,  Mr.  Babst,  and  Mr.  Jamison ;  and  their  connec- 
tion has  also  been  put  in  the  record.  Now,  I  call  your  attention  to 
this.  It  reads  that  after  the  date  of  this  agreement  the  refiner  will 
not  import  or  purchase  any  such  raw  sugar  as  described  in  para- 
graph 1  except  through  the  international  sugar  committee — ^that 
IS,  any  raw  sugar  from  the  West  Indies — and  other  sources  that  are 
available  of  supply  and  apportioning  to  the  requirements  of  the 
United  States,  etc.,  and  during  the  war,  since  you  have  made  that 
agreement,  have  you  been  importing  any  sugar  t 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  Excepting  those 

Mr.  Spreckels.  Excepting  through  the  international  committee. 

The  Chairman.  Excepting  through  that  committee?  They  did 
whatever  importing  there  was? 

Mr,  Spreckels.  Yes. 

The  Chairman.  Have  you  gone  into  the  Cuban  market  to  buy  ? 

Mr.  Spreckels.  The  international  committee? 

The  Chairman.  You? 

Mr.  Spreckels.  No;  we  have  gone  into  no  market.  We  can  only 
buy  sugar  through  the  international  committee. 

The  Chairman.  This  contract  bound  you  so  that  you  could  no 
longer  go  into  the  market  to  buy  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  And  all  of  the  sugar  refiners  signed  this? 

Mr.  Spreckels.  Yes. 

The  Chairman.  They  are  all  bound  under  it  now  ? 

Mr.  Spreckels.  Yes ;  they  are  all  acting  under  it. 

The  Chairman.  This  contract,  in  paragraph  7,  also  provides  that 
"  the  Food  Administrator  agrees  that  he  will  cause  the  international 
sugar  committee  to  determine  on  each  business  day,  and  to  p(^t  in 
its  office  and  to  publish  in  certain  daily  newspapers  and  trade  jour- 
nals to  be  designated  by  the  committee,  basic  prices  for  96-degree 
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centrifugal  sugar  delivered,  duty  paid,  refining  points. 
day  this  contract  was  signed,  who  has  fixed  the  prices  whi( 


^  From  the 
_  ^  which  were  to 

be  paid  for  sugars,  taw  sugars;  that  is,  that  were  to  be  used  in  the 
United  States? 

Mr,  Spreckels.  The  international  committee. 

The  CiiAiRMAN.  Have  you  or  the  refiners  had  anything  to  do  with 
the  fixing  of  those  prices? 

Mr.  SrRECKKLS.  No,  sir. 

The  Chairman.  Excepting  those  refiners  that  might  be  on  the  com- 
mittee and  acting  in  that  way? 

Mr.  Spreckels.  Nothing  whatsoever. 

The  Chahiman.  Did  the  international  committee  get  together  and 
fix  prices? 

Mr.  Spreckels.  They  did. 

The  Chairman.  Before  I  ask  that  question,  did  you  make  any  ob- 
jection at  tlic  time  this  contract  was  made  as  to  the  price  being  lim- 
ited to  any  particular  kinds  of  sugar? 

Mr.  Spreckels.  No;  I  did  not  object  to  the  contract.  I  objected 
later  on  to  the  price  that  the  international  committee  was  paying, 
and  offered  to  pay.  I  made  an  objection  to  Mr.  Hoover,  requesting 
him  to  instruct  the  international  committee  to  pay  a  higher  price  in 
order  that  our  refineries  might  be  running,  as  the  sugars  were  offered 
at  a  higher  price. 

The  Chairman.  Coming  to  the  high  prices  of*  sugar  which  they 
fixed,  what  prices  did  they  fix? 

Mr.  Spreckels.  Six  dollars  and  ninety  cents  per  hundred,  cost  and 
freight,  for  96  per  cent  centrifugal  sugars. 

The  Chairman.  That  is,  it  was  $6.90  at  the  port  where  it  was 
shipped  from? 

Mr.  Spreckels.  No:  delivered. 

The  Chairman.  Delivered  in  this  country? 

Mr.  Spreckels.  Including  freight. 

The  Chairman.  Did  you  have  any  communication  with  Mr.  Hoover 
in  regard  to  those  prices? 

Mr.  Spreckels.  1  had. 

The  Chairman.  In  what  form  was  it? 

Mr.  Spreckels.  In  the  form  of  a  telegram.  I  telegraphed  him, 
under  date  of  the  19th  of  October,  as  follows  [reading] : 

We  hnve  l)een  obllfjetl  to  clow  onr  refinery,  nnd  n  thmwnnd  men  will  be  out 
of  employment  unless  we  nre  permltteil  to  supply  ourselves  with  raw  mnterlnl. 
The  Internntlonnl  Sugnr  Committee,  who,  under  the  nffreement  entered  Into  with 
you,  nre  to  purchase  all  raw  material  will  not  pay  more  than  $6.90  per*  100 
pounds  for  raw  suprar  and  are  therefore  unable  to  supply  us.  We  would  jrladly 
psiy  more  for  our  raw  material  an<l  agree  not  to  advance  our  price  for  refined 
sujrar.  We  would,  in  fact,  be  willing  to  work  without  any  profit  or.  even  at  a 
loss  rather  than  deprive  those  who  are  urgently  In  need  of  sugar.  The  people 
of  the  Eastern  States  are  clamoring  for  sugar,  and  particularly  the  manufac- 
turers, such  as  the  condensed-milk  concerns,  who^e  product  is  needed  for  our 
Army  and  Navy.  May  we  suggest  that  you  Instruct  the  International  com- 
mittee to  endeavor  to  relieve  the  immediate  critical  situation  by  paying  a  little 
more  and  secure  for  us  our  raw  material.  This  can  hurt  no  one  but  the 
refiners.  We  nre  willing  to  forego  any  profit  and  continue  to  sell  at  your 
present  price.    An  answer  will  be  appreciated* 

The  Chairman.  Did  you  send  that  telegram? 
Mr.  Sprecblels,  Yes. 
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The  Chairman.  Did  you  get  any  answer  to  it? 

Mr.  Spreckels.  No,  sir;  there  was  no  answer.  Yes^  here  is  the 
answer,  signed  by  Mr.  Eoljph,  for  the  Food  Administration.  He  was 
in  charge  of  the  su^r  division. 

The  Chairman.  JBy  the  way,  you  say  Mr.  Bolph  was  in  charge  of 
what? 

Mr.  Spreckels.  He  was  in  charge  of  the  sugar  division  of  the 
Food  Administration. 

The  Chairman.  So  that  Mr.  Kolph  was  a  member • 

Mr.  Spreckels.  Of  the  Food  Administration,  and  also  of  the  in- 
ternational committee. 

The  Chairman.  And  also  of  the  international  committee;  and 
was  he  a  member  of  the  other  committee — ^the  refiners'  committee? 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  He  was  a  member  of  the  Food  Administration^ 
located  here  in  Washington? 

Mr.  Spreckels.  Yes ;  and  also  in  New  York. 

The  Chairman.  Was  he  one  of  vour  rivals  in  business? 

Senator  Lodge.  Has  he  signed  that  agreement,  are  you  certain? 

Mr.  Spreckels.  I  have  not  seen  any  agreement;  but  I  presume 
they  all  signed. 

Senator  Lodge.  Was  he  not  one  of  those  who  signed  the  agreement 
you  read? 

Mr.  Spreckels.  I  imagine  all  of  them  have  signed  it. 

The  Chairman.  With  the  permission  of  the  committee  I  will  read 
this  reply  [reading] : 

ExHiBrr  No.  10. 

United  States  Food  Administbation, 
Washington,  D,    C,    October  19,  1917. 
Mr.  G.  A.  Spreckels, 

91  Wail  Street,  Ncto  York. 

Deab  Mb.  Spreckels:  We  have  for  acknowledgment  your  telegram  of  the 
19th  Instant,  reading  as  follows: 

"  We  have  been  obliged  to  close  our  refinery  and  a  thousand  men  will  be 
out  of  employment  unless  we  are  permitted  to  supply  ourselves  with  raw 
material.  The  International  Sugar  Committee  who  under  the  agreement  en- 
tered into  with  you  are  to  purchase  all  raw  material  ^vill  not  pay  more  than 
$6.00  per  100  pounds  for  raw  sugar  and  are  therefore  unable  to  supply  us. 
We  would  gladly  pay  more  for  our  raw  material  and  agree  not  to  advance  our 
price  for  refined  sugar.  We  would  In  fact  be  willing  to  work  without  any 
profit  or  even  at  a  loss  rather  than  deprive  those  who  are  urgently  in  need  of 
sugar.  The  people  of  the  Eastern  States  are  clamoring  for  sugar  and  partic- 
ularly the  manufacturers,  such  as  the  condensed-milk  concerns,  whose  product 
is  needed  for  our  Army  and  Navy.  May  we  suggest  that  you  Instruct  the  in- 
ternational committee  to  endeavor  to  relieve  the  immediate  critical  situation 
by  paying  a  little  more  and  secure  for  us  our  raw  material.  This  can  hurt  no 
one  but  the  refiner,  as  we  are  willing  to  forego  any  profit  and  continue  to  sell 
at  your  present  price.    An  answer  will  be  appreciated." 

We  fully  realize  that  every  refiner  in  the  United  States  would  be  willing 
to  pay  more  for  the  small  amount  of  sugar  held  in  speculative  hands  in 
Cuba  than  the  maximum  price  fixed  by  the  Food  Administration.  Other 
refiners  have  shut  down  rather  than  exceed  the  price  fixed.  It  is  our  opinion 
that  tlie  best  interests  of  the  entire  country  will  be  conserved  by  adhering 
to  the  present  policy.  The  price  of  6.90  set  by  the  administration  is  extremely 
high — in  fact,  unjust — and  is  regarded  as  a  hold-up.  If  the  holders  of  the 
smnll  amount  of  sugar  left  in  Cuba  are  willing  at  any  time  to  sell  their  sugar 
before  the  last  of  our  refineries  close,  the  sugar  will  be  bought  by  the  Inter- 
national sugar  committee  and  refined  by  the  refineries  then  operating  and 
distributed  equitably. 
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The  Chairman.  I  am  going  to  pau^e  there  long  enough  to  ask  ^rou 
if  you  know  of  any  sugar  supply  in  Cuba  being  held  in  speculative 
hands  at  that  time?     ' 

Mr.  Sreckels.  I  did  not  know  of  anj. 

The  Chairman.  He  says:  "Other  refiners  have  shut  down  rather 
than  exceed  the  price  fixed."  Do  vou  know  of  any  other  refiners 
shutting  down  rather  than  exceed  the  price  fixed  ? 

Mr.  bPR£CK£U9.  I  do  not  know  that  any  other  refiner  was  willing 
to  pay  a  greater  price  for  raw  material.  Perhaps  they  wanted  to 
work  for  the  pront,  while  I  was  willing  to  work  without  a  profit. 
Other  refiners  were  in  the  same  position  in  which  we  were,  because 
they  could  not  get  their  sugars. 

The  Chairman.  At  this  time  you  had  written  him  you  thought 
you  would  have  to  closet 

Mr.  Spreckels.  Yes. 

The  Chairman  (continuing  reading) : 

We  have  to-day  ordered  the  Food  Administration  sugar  distributing  com* 
mlttee  to  start  shipments  of  beet  sugar  to  the  north  Atlantic  seaboard  States, 
and  hope  to  relieve  the  situation  shortly. 

The  Chairman.  This  is  dated  October  19.    Has  the  situation  been 
relieved  up  to  this  date? 
Mr.  Spreckels.  It  has  not. 
The  Chairman.  I  continue  reading  this  letter  [reading] : 

The  Food  Administration  has  been  preaching  the  gospel  oi  conservation  of 
sugar  for  a  long  time,  and  while  it  is  unfortunate  that  this  shortage  in  sugar 
develops,  it  is  hoped  that  the  difficulties  that  will  ensue  and  the  losses  that 
will  result  will  be  more  than  offset  by  public  conservation  of  other  commodities 
that  the  Food  Administration  has  publicly  referred  to  for  the  past  several 
months. 

There  is  no  assurance  that  the  speculative  holders  In  Cuba  wiU  sell  on  any 
reasonable  basis,  and  we  do  not  propose  at  this  late  hour  to  permit  the  country 
to  be  held  up.  Any  advance  in  the  Cuban  basis  would  mean  an  advance  in  the 
purchase  price  of  Cuban  sugar  by  other  refineries  In  your  city  and  Philadel- 
phia, which  would  immediately  result,  and  justly  so  under  our  contract,  In  an 
advance  of  the  refined  market.  The  amount  of  Hawaiian  sugars  to  arrive 
exceed  considerably  those  available  In  Cuba,  and  we  do  not  propose  to  have 
the  price  of  these  Hawaiians  advanced  and  take  the  chance  of  refined  follow- 
ing. The  amount  of  sugar  in  Cuba  is  so  small  that  if  equitably  distributed  to 
the  various  refineries  of  the  country  it  would  not  keep  any  of  them  going  for 
more  than  a  few  days.  The  policy  you  advocate,  therefore,  would  at  tlie  best 
only  result  in  keeping  your  refinery  running  for  a  day  or  two  longer,  when  you 
must  face  the  situation  of  closing  down  within  a  very  short  time,  irrespective 
of  any  action  that  is  taken  with  regard  to  the  small  amount  of  Cuban  sugars 
available. 

Yours,  very  truly, 

U.  S.  Food  AouiJuiaTBATioja, 
By  Geo.  M.  Rolph. 

Senator  Lodge.  The  refineries,  as  I  understand  it  were  prevented 
or  forbidden  from  buying  at  over  $6.90  a  hundred  ? 

Mr.  Sfreckles.  Yes,  sir ;  they  were  forbidden  to  buy  at  all. 

Senator  Lodge.  Forbidden  to  buy  at  all  ? 

Mr.  Sfreckels.  Even  at  $6.90. 

Senator  Lodge.  Even  at  $6.90 1 

Mr.  Sfreckei^.  Yes. 

Senator  Lodge.  Did  all  the  refiners  close  down,  so  far  as  you  know  f 

Mr.  Spreckubs.  Not  all  of  them ;  no.  Some  of  them  did,  but  the 
National  Sugar  Co.,  who  were  receiving  sugars,  and  the  I'ennsyK 
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Tania  Co.,  who  were  receiving  these  Hawaiian  sugars — the  raw 
sugars-- were  operating. 

Senator  Lodge.  But  the  other  refiners  closed  down. 

Mr.  Spreckels.  Yes,  sir. 

Senator  Lodge.  How  long  did  that  embargo  last?  How  long  were 
they  prevented  from  refining! 

Mr.  Spreckels.  Practically  until  now. 

Senator  Lodge.  Until  now  ? 

Mr.  Spreckels.  Eight  up  to  date.  We  are  still  closed.  Our  re- 
finery is  still  closed. 

Senator  Lodge.  You  have  not  been  allowed,  then,  to  buy  sugar? 

Mr.  Spreckels.  We  are  not  allowed  to  buy  any  sugar  except 
through  the  international  committee. 

Senator  Lodge.  Yes;  and  if  they  had  bought  sugars  that  you 
could  use 

Jklr.  Spreckels.  If  thejr  had  bought  them — for  instance,  sugars 
that  passed  through  this  country  into  Canada — we  could  have 
bought  a  number  of  cargoes.  That  is  what  I  had  reference  to.  I 
wanted  to  buy  those  cargoes  that  were  subsequently  bought  by  the 
Canadian  refineries  at  a  higher  price.    They  bid  a  higher  price. 

Senator  Jones  of  New  Mexico.  How  much  higher? 

Mr.  Spreckels.  About  7  cents  per  100  pounds. 

The  Chairman.  About  7  cents  per  100  pounds? 

Mr.  Spreckels.  Yes;  7  cents,  instead  of  6.90. 

Senator  Vardaman.  To  refresh  my  memory,  let  me  ask  you  this : 
What  refiners  were  permitted  to  run  and  have  been  rimning  all  the 
time? 

Mr.  Spreckels.  The  National  Sugar  Refining  Co.,  who  were  re- 
ceiving these  Hawaiian  sugars  under  contract,  and  the  Pennsylvania 
Suffar  Kefining  Co. 

Senator  LobOE.  Those  are  independent  companies? 

Mr.  Spreckels.  Well,  so-called  independents.  I  might  enlighten 
you  on  Mr.  Eolph's  letter.  He  says  that  he  did  not  want  to  take 
the  chance  on  lots  of  sugar  that  were  en  route  from  Hawaii  to  these 
particular  refiners.  I  understand  the  contract  is  that  it  takes  the 
date  of  arrival — whatever  price  is  paid  for  the  sugar  on  that  day,  less 
10  cents — so  that  if  the  price  was  advanced  to  7  cents,  they  would 
have  to  pay  $6.90.  and  if  the  price  was  $6.90  they  would  only  pay 
$6.80;  and  he  snia  he  was  only  protecting  the  National  Sugar  Ke- 
fining Co.  and  the  Pennsylvania  Co.  on  the  price  of  their  supplies, 
and,  therefore,  would  not  allow  us  to  buy  the  sugars. 

Senator  Lodge.  He  speaks  of  only  two  or  three  days'  supply  of 
Cuban  sugars.  Were  there  sugars  then  or  now  in  the  market  to  be 
bought  to  keep  these  refineries  from  closing  down? 

Mr.  Spreckels.  There  was  quite  a  considerable  lot  of  sugars  in 
Cuba  originally,  and  in  Peru,  that  were  held  up  because  they  would 
not  pay  the  price  for  the  Peruvian  sugars,  and  would  not  pay  the 
price  for  the  Cuban  sugars.  Instead  of  those  sugars  coming  to  this 
country  they  were  then  diverted,  and  have  gotten  higher  prices  by 
being  sent  to  other  places. 

Senator  Vardaman.  Where  were  they  sent? 

Mr.  Spreckels.  Some  to  Mexico  and,  I  believe,  some  to  Spain. 
1  think  some  went  to  Argentina  and  some  to  England — ^to  Europe 
somewhere ;  I  do  not  know  where. 
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Senator  Jone8.  How  much  sugar  was  diverted  in  that  way  I 

Mr.  Spreckels.  Probably,  I  should  say,  50,000  or  60,000  tons; 
probably  a  little  more.  It  was  diverted — ^there  may  have  been  nearly 
100,000  tons;  but  the  sugars  down  in  Peru  were  withheld  from  ship- 
ment. They  simplv  did  not  ship  them,  but  awaited  their  market,  and 
finally  did  get  higher  prices. 

Senator  Lodge.  From  whom  t 

Mr.  Spreckels.  From  the  international  committee.  Thev  could 
always  get  this  $6.90,  and  they  knew  they  could  get  it,  and  it  was 
not  an  inducement  to  ship. 

Senator  Lodge.  What  did  they  get? 

Mr.  Spreckels.  Six  dollars  and  ninety  cents. 

Senator  Lodge.  Then  they  did  get  them  at  the  price  of  $6.90 1 

Mr.  Spreckels.  They  got  them,  but  they  got  them  too  late. 

The  Chairman.  Do  you  mean  the  international  committee  got 
these  sugars  but  got  them  too  late  for  the  market  ? 

Mr.  Spreckels.  Too  late  for  the  market.  Some  of  them  are  en 
route  now. 

Senator  Lodge.  Do  you  mean  that  they  bought  these  sugars  at  the 
price  at  which  they  had  refused  to  permit  you  to  buy  them  ? 

Mr.  Spreckels.  They  would  not  permit  us  to  buy  at  any  price. 
We  could  have  had  them,  probably,  but  we  were  bound  by  the  agree- 
ment not  to  buy  any. 

Senator  Lodge.  But  they  stopped  the  buying  at  $6.90  ? 

Mr.  Spreckels.  They  stopped  at  the  basis  of  $6.90. 

Senator  Lodge.  And  that  stopped  a  number  of  refineries! 

Mr.  Spreckeus.  Yes. 

Senator  Lodge.  And  they  later  bought  at  $6.90  ? 

Mr.  Spreckels.  Yes;  they  later  bought  at  $6.90,  but  they  bought 
too  late.  There  was  a  gap  in  between,  before  these  sugars  arrived. 
Some  of  those  sugars  are  coming  forward  now. 

Senator  Vardaman.  But  the  sugars  that  were  bought  were  dis- 
tributed, according  to  the  terms  of  this  contract,  among  all  the 
refineries. 

Mr.  Spreckels.  Yes. 

Senator  Lodge.  You  mean  the  Peruvian  sugars? 

Mr.  Spreckels.  All  the  sugars. 

Senator  Vardaman.  You  mean  to  include  in  that  the  Louisiana 
sugars? 

Mr.  Spreckels.  No;  they  were  not  distributed  at  all.  They  were 
bought 

Senator  Jones.  How  long  would  that  50,000  tons  of  sugar  which 
was  diverted  have  nm  these  refineries  which  were  closed  down  ? 

Mr.  Spreckels.  The  sugars  that  were  diverted  would  have  lasted 
the  refineries  probably  10  days,  running  at  full  capacity. 

The  Chairman.  What  refineries — all  the  refineries  of  the  United 
States? 

Senator  Jones.  All  the  refineries  that  were  closed  down. 

The  Chairman.  All  the  refineries  that  were  closed  down.  Now,  I 
want  to  take  up  this  contract  that  has  some  reference  in  it  to  con- 
tract sugars,  a  saving  clause  in  regard  to  contract  sugars. 

Senator  Ken  yon.  Just  one  question.  Did  the  international  agree- 
ment cover  the  Louisiana  sugars  ? 

Mr.  Spreckels.  No,  sir ;  it  did  not. 
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Senator  Lodge.  Who  set  those  prices  for  the  Louisiana  sugars — ^the 
domestic  sugars? 

Mr.  Spreckels.  The  Food  Administration. 

Senator  Lodge.  Not  the  international  conmiittee? 

Mr.  Spreckels.  No,  sir ;  the  Food  Administration  set  that  price. 

Senator  Vardaman.  What  price  did  they  pay  ? 

Mr.  Spreckels.  They  fixed  a  price  of  $6.35. 

Senator  Lodge.  That  was  fixea  by  the  Food  Administrator  himself, 
not  by  any  members  of  the  international  committee? 

Mr.  Spreckels.  No. 

The  Chairman.  That  was  fixed  by  Mr.  Hoover  ? 

Mr.  Spreckels.  Yes ;  that  was  fixed  by  Mr.  Hoover. 

The  Chairman.  I  call  your  attention  to  paragraph  5  of  this  re- 
finers' agreement,  which  reads  as  follows  [reading]  : 

That  In  apportioning  said  sugar  to  any  refiner,  as  provided  in  paragraph  4, 
the  American  refiners*  committee  shall  take  into  consideration  any  written  con- 
tracts now  in  effect  made  by  the  refiner  for  the  purchase  of  foreign  or  domestic 
raw  sugars  for  delivery  after  the  date  of  this  agreement,  and  also  any  contracts 
which  refiner  may  hereafter  make  for  domestic  raw  sugars  which  are  not  Im- 
ported into  the  United  States,  or  any  purchases  of  same. 

What  was  the  condition  with  reference  to  sugars  under  contract 
at  the  time  this  arrangement  was  made? 

Mr.  Spreckels.  The  California-Hawaiian  and  the  National  and 
Pennsylvania  had  a  contract  with  the  Hawaiian  planters  to  take  the 
entire  crop,  so  that  did  not  come  through.  That  was  all  contracted 
for  under  a  yearly  or  three  yearly  contract — ^I  do  not  know  what 
it  is. 

The  Chairman.  What  was  Mr.  Rolph's  connection  with  this  Cali- 
fornia company  ? 

Mr.  Spreckeus.  He  is  the  general  manager. 

The  Chairman.  Was  the  price  which  they  were  to  pay  for  their 
suffar  under  these  contracts  in  a  way  regulated  by  this  arrangement? 

Mr.  Spreckels.  It  was.  They  were  to  receive  under  their  contract 
all  their  sugars  at  25  cents  a  hundred  pounds  less  than  the  New  York 
price  on  the  date  of  delivery.  In  other  words,  the  price  of  $6.90 
being  established,  they  will  pay  25  cents  less  for  their  sugars  upon 
the  Pacific  coast  than  what  the  refiners  of  the  eastern  coast  pay. 

The  Chairman.  That  is  to  say,  if  the  price  of  $6.90  was  f|xed  on 
Cuban  sugars,  delivered  in  New  York,  the  price  fixed  on  these 
Hawaiian  sugars  delivered  in  California  would  be  $6.90  minus  25 
cents  per  hundred  pounds? 

Mr.  Spreckels.  Yes. 

The  Chairman.  And  Mr.  Rolph's  company  was  one  of  the  com- 
panies that  held  those  contracts,  which  embraced  the  entire  supply 
from  Hawaii? 

Mr.  Spreckels.  It  was. 

The  Chairman.  Did  that  give  them  any  advantage;  that  is,  did 
(hat  give  those  having  this  contract  sugar  any  advantage  of  those 
who  aid  not  have  the  contract  sugar. 

Mr.  Spreckels.  It  gives  them  this  advantage,  that  the  eastern 
refiners,  we,  under  our  agreement,  must  work  on  a  differential  of  $1.30 
per  hundred,  that  we  can  charge  more  for  granulated  sugar  than 
what  we  pay  for  the  raw,  but  Mr.  Bolph  will  get  a  differential 
of  $1.55. 
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The  Chairman.  On  his  contract  sugar? 

Mr.  Spreckels.  On  his  contract  sugar. 

The  Chairman.  How  much  would  that  amount  to  with  the  output 
of  Mr.  Bolph's  mills,  in  the  way  of  advantage,  in  a  year  ? 

Mr.  Sfreck£L8  About  $1,500,000  per  annum. 

The  Chairman.  Do  you  understand  whether  Mr.  Bolph  is  making 
any  salary  where  he  is  now  working,  with  the  Food  Administration  i 

Mr.  Spkeckels.  For  the  Food  Adininistration? 

The  Chairman.  Yes. 

Mr.  Spreckels.  I  do  not  think  so. 

Senator  Lodge.  May  I  ask  a  question,  there. 

The  Chairman.  Certainly. 

Senator  Lodge.  I  just  want  to  clear  up  something  in  my  mind. 
You  said  on  domestic  sugars  the  price  was  fixed  at  $6.35  by  Hoover. 

Mr.  Spreckels.  That  was  for  Louisianas. 

Senator  Lodge.  For  Louisiana  sugars  only? 

Mr.  Spreckels.  Yes,  $6.35.    He  fixed  the  price  for  beet  sugar 

Senator  Lodge.  Beet  sugar  they  have  fixed  at  $7.25;  and  Porto 
Bican? 

Mr.  Spreckels.  Porto  Eican  there  is  no  price  fixed  on.  That 
would  have  to  be  bought  through  the  international  committee,  I  do 
not  know  what  they  fixed  it  at. 

Senator  Lodge.  You  mean  the  international  committee  fixes  the 
price  for  Porto  Rican  sugar :  sugar  which  comes  from  Porto  Rico 
which  belongs  to  the  United  States  like  Hawaii,  and  is  the  property 
of  the  United  States? 

Mr.  Spreckels.  Yes. 

Senator  Lodge.  And  that  sugar  is  excepted  and  left  to  have  its 
price  fixed  by  the  international  committee? 

Mr.  Spreckeu9.  Yes. 

Senator  TjOdge.  That  is,  we  have  two  English  gentlemen  fixing  the 
price  there? 

Mr.  Spreckei^.  I  do  not  know  that  they  fix  the  price  for  this 
country. 

Senator  Lodge.  No,  I  mean  for  Porto  Rico  alone. 

Mr.  Spreckels.  The  three  American  members  of  that  international 
committee  will  fix  the  price  for  the  Porto  Rican  sugar. 

Senator  Lodge.  The  three  American  members? 

Mr.  Spreckels.  Yes,  the  three  American  members.  That  has  not 
been  fixed. 

Senator  Lodge.  These  three  American  refiners  fix  the  price  for  the 
American  sugar? 

Mr.  Spreckels.  I  do  not  know  whether  they  will  fix  it  at  6  cents 
or  3  cents.    They  have  not  done  it 

Senator  Lodge.  I  only  wanted  to  find  out  who  was  fixing  the  price. 
Excuse  me,  Mr.  Chairman. 

The  Chairman.  I  am  going  to  suggest  to  the  committee  to  take  a 
recess  at  this  point. 

Senator  Lodge.  Let  us  take  a  recess  for  an  hour. 

The  Chairman.  Yes.    Will  that  be  agreeable  ? 

(Thereupon  at  1.15  o'clock  p.  m.  the  committee  took  a  recess  until 
S.15  o'clock  p.  m.) 
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AFTEB  RECESS. 

The  committee  reassembled,  pursuant  to  the  taking  of  the  rpcess,  at 
2.15  o'clock  p.  m. 

TESTDCONT  OF  MB.  CLATTS  A.  SPBECEELS,  FEESIDENT  07  THE 
FEDESAL  SXTGAB  BEFEHIHO  CO.,  NEW  YOBK  CITY— Besumed. 

The  Chairman.  Mr.  Spreckels,  you  have  spoken  of  the  fact  that 
in  your  opinion  the  difference  between  the  price  that  was  fixed  for 
the  Cuban  sugar  and  other  sugars  that  had  to  be  procured  by  those 
factories  that  did  not  have  contracts  gave  an  advantage  to  those 
who  did  have  the  contracts,  in  your  judgment  What,  if  anytlung, 
do  you  know  about  supplies  of  raw  sugar  being  on  hand  at  the  time 
this  shortage  began  to  occur? 

Mr.  Spreckels.  Mr.  Bolph  made  the  statement  to  me  that  they  had 
on  the  Pacific  coast,  in  tne  two  refineries,  approximately  between 
100,000  and  110,000  tons  of  raw  material. 

The  Chairman.  When  was  that  statement  made  ? 

Mr.  Spreckels.  About  the  1st  of  October.  He  stated  that  they 
had  it  on  hand  the  1st  of  October,  last. 

The  Chairman.  You  say  they  had  it  on  hand.  Whom  do  you  mean 
by  "they?" 

Mr.  Spreckels.  Two  refineries.  The  Western  Sugar  Co.,  in  San 
Francisco,  he  said,  had  about  40,000  tons,  and  his  company  had 
about  70,000  tons. 

The  Chairman.  His  company  is  what  ? 

Mr.  Spreckels.  The  California  &  Hawaiian  Susar  Refining  Co. 
He  said  they  had,  of  raw  material,  unmanufactured,  approximately 
70,000  tons. 

The  Chairman.  What,  if  anything,  was  said 

Mr.  Spreckels.  I  suggested  to  him  he  better  send  some  of  that  on 
here  to  relieve  the  situation. 

The  Chairman.  On  where? 

Mr.  Spreckels.  On  to  the  East,  and  have  it  manufactured  here 
into  the  refined  product.  His  answer  to  that  was  that  they  needed 
that  to  hold  it  for  the  Pacific  coast,  to  keep  their  refineries  working 
until  they  could  get  the  new  crop  of  Hawaiian  sugars  in,  in  Januaiy. 

The  Chairman.  Did  you  say  anything  to  him  about  the  necessity 
of  relieving  the  shortage  in  the  East  ? 

Mr.  Spreckei^.  Yes;  but  he  thought  it  was  of  paramount  intere^ 
to  him  to  keep  those  sugars  there.  I  called  his  attention  to  the  fact 
that  the  beet  crop,  California  being  a  large  beet  producing  State, 
would  give  them  relief,  but  his  answer  was  that  he  wanted  to  keep 
his  refineries  working. 

The  Chairman.  Would  the  beet  sugars,  when  they  did  come  in,  go 
through  the  refineries  that  Mr.  Rolph  has  ? 

Mr.  Spreckels.  No. 

The  Chairman.  Or  would  they  be  manufactured  elsewhere? 

Mr.  Spreckels.  They  would  be  manufactured  and  sold  to  the  trade. 
They  come,  refined,  from  the  factories. 

Senator  Lodge.  May  I  ask  a  question  in  relation  to  that?  The 
scarcity  of  sugar  in  my  part  of  the  country,  in  Boston,  in  Massa- 
chusetts, in  New  England,  has  been  very  severe.    I  understood  they 
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were  sending  beet  sugars  there  to  relieve  the  situation.  What  is  the 
price  of  beet  sugars  at  ports  like  Boston  and  New  Yorkl  Wliat  is 
the  price  fixed  tliere? 

Mr.  Spreckels.  The  price  fixed  under  the  agreement  is  $7.25  for 
Boston,  New  York,  New  Orleans,  and  San  Francisco;  but  the  price 
to-day  fixed  for  Boston  and  New  England  is  $8.15. 

Senator  Lodge.  Eight  dollars  and  fifteen  cents  for  Boston  as 
against  $7.25  for  other  ports? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Who  &sed  that? 

Mr.  Spreckels.  Mr.  Rolph. 

Senator  Lodge.  You  have  a  sugar  refinery  in  Boston  ? 

Mr.  Spreckels.  We  have  not.    There  are  two  in  Boston. 

The  CifAiRMAX.  I  would  remark  that  this  is  the  first  time  I  ever 
heard  of  Boston  getting  the  worst  of  it. 

Senator  Lodge.  Perhaps  it  is  not  getting  the  worst  of  it  so  much 
as  you  think.    Wait  a  moment 

There  are  two  refineries  there,  supposed  to  be  controlled  by  the 
American  Sugar  Befininff  Co.  ? 

Mr.  Spreckels.  They  have  one. 

Senator  Lodge.  Are  either  of  those  refineries  working? 

Mr.  Sfrecblels.  The  American  refinery  is  now  working  with  the 
Liouisiana  sugar  that  has  been  sent  up  there. 

Senator  Lodge.  What  is  the  price  of  the  Louisiana  sugar? 

Mr.  Spreckels.  The  price  of  the  beet  su^ar  is  $8.15  m  Bcston, 
and  has  been  put  at  the  price  of  the  American  refinery.  I  would 
remark  that  Mr.  Bolph  suggested  that  it  might  interfere  with  the 
price  of  the  American  Sugarltefining  Co.'s  product,  and  he  therefore 
fixed  the  price  at  $8.15  for  the  beets,  as  well. 

The  Chairhan.  Now,  I  confess  that,  put  in  just  this  form,  I  have 
not  caught  quite  the  point  of  that.    Will  you  not  tell  us  that  again? 

Mr.  Spreckels.  The  price  fixed  for  the  beet  sugars  was  $7.25  at 
all  seaports.  For  example,  the  price  in  Denver;  as  an  illustration 
we  will  take  the  price  of  $7.25  in  California ;  if  it  is  shipped  from 
there,  plus  the  freight  to  the  interior,  approximately  it  made  50  or 
60  cents,  and  therefore  the  price  in  Denver  would  probably  be  8 
cents.  The  basic  price  is  fixed  at  all  seaports — Boston,  New  York — in 
the  way  of  the  contract  }^ou  read  this  morning. 

Senator  Lodoe.  That  is  because  the  Cuban  and  other  important 
sufifars  come  in  at  those  places? 

Mr.  SpRECKELS.  That  is  an  arbitrary  price. 

Senator  Lodge.  Yes. 

Senator  Vardaman.  Did  you  not  state  this  morning  that  the 
Cuban  was  $6.90? 

Mr.  Spreckels.  For  raw  sugars.  We  are  now  speaking  of  refined. 
There  is  a  great  shortage  in  the  New  England  States,  and  they 
shipped  some  beet  sugars  from  the  West  into  New  England  States, 
to  Boston  and  Providence,  etc.  Mr.  Rolph  requested  the  refiners' 
committee,  of  which  I  am  a  member,  to  establish  a  price  for  the 
beet  sugar  that  was  destined  for  Boston,  and  requested  the  refiners' 
committee  to  establish  that  price.  My  answer  to  that  was  that  it 
was  not  the  intention  of  the  refiners'  committee  to  establish  any 
price;  our  function  was  simply  to  allocate  sugars,  and  it  was  for 
the  Food  Administration  to  make  the  price.     He  said,  thereupon, 
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"  Very  well,  I  shall  fix  the  price  at  $8.16 ;  otherwise,  it  might  dis- 
organize the  conditions  of  Jfew  England.  As  the  American's  price 
is  $8.15,  it  ought  not  to  be  less  than  that"  Therefore  he  gave  the 
beet-sugar  people  that  additional  advantage. 

Senator  Jones.  Was  that  just  for  the  one  market — ^Boston? 

Mr.  SpRECKEiiS.  It  is  also  New  York  now. 

Senator  Jones.  New  York? 

Mr.  Spkeckels.  It  is  in  transit  now,  being  considered. 

Senator  Jones.  What  is  the  price  here  ? 

Mr.  Spreckels.  That  was  $8.15.  For  Washington,  I  do  not  know ; 
but  the  price  in  Boston  should  be  really  $7.25. 

Mr.  Lowry  just  calls  my  attention  to  the  fact  that  they  made  that 
price  for  all  territory  east  of  Pittsburgh. 
/"^The  Chairman.  Before  we  get  too  fer  away  from  it,  I  want  to  ask 
you  if  there  was  a  basic  price  fixed  for  any  kind  of  sugar  except 
granulated  sugar? 

Mr.  Spreckels.  No  ;  there  is  no  other  basic  price  fixed  on  refined 
sugar;  only  for  granulated  sugar. 

The  Chairman.  And  when  I  say  basic  price,  as  I  understand,  they 
started  out  with  $6.90,  and  then  they  allowed  the  refiners  to  add  to 
that  $1.30  a  thousand. 

Mr.  Spreckels.  For  manufacturing. 

The  Chairman.  For  manufacturing  and 

Mr.  Spreckels.  And  profit. 

Senator  Reed.  And  profit.  Now,  that  was  limited,  as  I  understand, 
CO  granulated  sugar. 

Mr.  Spreckels.  Only. 

The  Chairman.  Only;  so  that,  if  I  understand  you  right,  a  refiner 
malring  what  we  call  lump  sugar  or  Domino  sugar  would  not  be  re- 
stricted by  this  agreement? 

Mr.  Spreckels.  None  whatever. 

The  Chairman.  Would  he  be  restricted  about  these  light-brown 
refined  sugars? 

Mr.  Spreckels.  No  ;  no  other  grade  except  the  granulated  sugar. 

Senator  Jones.  Just  let  me  make  that  clear,  if  you  will.  Do  I  un- 
derstand that  no  price  has  been  fixed  up  to  date  on  any  kind  of  sugar 
ready  for  consumption  except  the  granulated  sugar? 

Mr.  Spreckels.  That  is  the  only  price  that  has  been  fixed.  On  any 
other  sugar,  you  might  mark  that  sugar  under  another  brand,  or 
something  else,  and  ask  10  cents  for  it. 

Senator  Vardaman.  Is  that  being  done  ? 

Mr.  Spreckels.  That  is  being  done  now. 

The  Chairman.  Does  your  company  handle  any  kind  of  sugar  ex- 
cept the  granulated  sugar? 

Mr.  Spreckels.  We  handle  cubes,  powdered,  and  granulated  sugar. 
We  do  not  make  the  Domino.  We  do  not  make  any  of  the  so-called 
soft  sugars — ^yellow  sugars. 

The  Chairman.  Did  you  make  any  objection  or  protest  as  to  the 
price  fixing  being  limited  to  one  class  of  sugar  ? 

Mr.  Spreckels.  I  did. 

The  Chairman.  To  whom  did  you  protest  ? 

Mr.  Spreckels.  I  protested  a  number  of  times  to  Mr.  Rolph  and 
called  his  attention  to  that — ^that  it  was  unfair,  because  they  were 
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exacting  a  higher  price  on  their  lower-^rade  sugars  than  on  the 
higher  grades.  On  anything  above  or  below  there  was  a  larger 
differential. 

The  Chairman.  When  you  say  unfair,  do  you  mean  unfair  to  the 
refiners  or  to  the  public,  or  to  whom  ? 

Mr.  Sfrbckels.  Unfair  to  both. 

The  Chaibman.  Why  was  it  unfair  to  the  refiners? 

Mr.  Spreckels.  It  was  unfair  to  the  refiners  because  all  of  the 
refiners  do  not  make  that  particular  brand.  The  American  Suffar 
Kefinin^  Co.  appropriated  $1,000,000  at  its  last  annual  meeting  for 
advertising  purposes.  You  probaoly  have  all  seen  the  Domino  sugars 
advertised.  You  have  seen  the  "  old-fashioned  brown  sugar  "  adver- 
tised. The  "old-fashioned  brown  sugar"  is  nothing  whatever  ex- 
cept what  they  call  the  No.  11  sugar.  That  sugar,  when  it  is  branded 
No.  11 

The  Chairman.  What  sugar  is  that,  the  brown  ? 

Mr.  Sfreckels.  The  yellow  sugar. 

Senator  Lodge.  Testing  about  what? 

Mr.  Sfreckels.  I  should  saj  possibly  84  or  85. 

The  Chairman.  I  was  asking  why  it  was  unfair  to  the  refiners, 
and  you  stated  that  it  was  because  all  the  refiners  did  not  manufac- 
ture all  of  these  outside  classes. 

Mr.  Sfregkeijs.  It  is  unfair  to  the  refiners,  for  example,  first, 
because  they  can  make  an  additional  profit  and  not  adhere  to  the 
$1.30  differential. 

The  Chairman.  Let  us  set  that  so  that  it  means  something  in  the 
record.  You  say  it  is  unfair  to  you  because  those  companies  that 
manufacture  Domino  sugars,  the  light-brown  sugars,  can  charge  a 
price  greater  than  that  ox  the  granulated  sugar,  and  that  you  do  not 
make  those  two  varieties  of  sugars. 

Mr.  Spreckeus.  Yes. 

The  Chair»£an.  Now,  how  was  it  about  other  companies?  Who 
did  make  those  two  varieties  of  sugars? 

Mr.  Sfreckels.  They  all  make  these  excepting  ourselves. 

The  Chairman.  All  of  the  companies  make  the  brown  sugars  in 
bulk  except  your  company? 

Mr.  Sfreckels.  In  bulk,  yes,  sir ;  but  the  American  Su^r  Kefining 
Co.  make  their  brown  su^r  and  pack  it  into  a  package  ana  charge  the 
same  price  as  they  do  for  granulated  sugar;  but  if  they  sell  it  in 
bulk,  they  sell  it  for  half  a  cent  a  pound  less  than  granulated  su^ar. 

The  Chairman.  What  have  they  been  doing;  what  has  been  done 
by  these  companies  making  the  brown  susar,  making  the  Domino 
sugar,  with  reference  to  price,  since  the  food  regulation  ? 

Mr.  Sfreckels.  The  bulk  price  is  just  the  same.  They  sell  that 
sugar  at  half  a  cent  a  pound  less  than  granulated. 

The  Chairman.  That  is  brown  sugar? 

Mr.  Sfreckels.  That  is,  all  refiners  do  that;  that  is  the  established 
price. 

The  Chairman.  Yes. 

Mr.  Sfreckels.  Then  the  American  Sugar  Refining  Co.  pack  it  and 
advertise  old-fashioned  brown,  and  then  when  they  pack  it  in  that 
form  they  charge  the  same  for  it  as  for  granulated  sugar. 

The  Chairman.  Is  it  worth  as  much  as  granulated  sugar  ? 
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Mr.  Spreckkls.  No,  sir;  certainly  not;  and  I  called  Mr.  Rolph's  at- 
tention to  that,  and  told  him  that  he  as  a  refiner  knew  it,  and  that  he 
ought  to  stop  it.  It  is  not  fair  to  the  public  in  that  direction,  because 
the  public  are  guided  by  an  advertisement. 

Senator  Vardaman.  Why  is  it  not  equal  to  the  granulated  sugar! 

Mr.  Spreckels.  It  does  not  have  as  great  saccharine  content.    This 
\^ould  probably  test  85  per  cent  sugar  [indicating  brown  sugar],  and 
the  balance  is  molasses,  and  it  is  not  completely  refined.    It  contains 
ash  and  salts  and  various  tiling,  and  molasses. 
\      The  Chair]!^iak.  How  mudi  is  it  really  worth  less  a  pound  than  the 
•  pure  granulated  sugar? 

Mr.  Spreckels.  Not  over  half  a  cent  a  pound  less  than  the  ^ranu- 
'  lated  sugar. 

,'      The  Chairman.  That  is,  when  the  price  is  at  the  point  that  it  is  at 
'   now? 

Mr.  Spreckels.  Yes. 
j        The  Chairman.  What  about  this  Domino  sugar,  the  white  sugar 
'     which  we  call  Domino  sugar. 

Mr.  Spreckels.  They  sell  that  at  3  cents  a  pound  higher  than 
granulated  sugar. 

The  Chairman.  Do  you  make  that? 

Mr.  Spreckels.  We  do  not. 

The  Chairbian.  Do  all  these  other  companies  make  it? 

Mr.  Spreckels.  It  is  only  the  American  Sugar  Refining  Ca 

The  Chairman.  It  is  only  the  the  American  Sugar  Refining  Co. 
that  makes  it! 

Mr.  Spreckels.  Yes. 

The  Chairman.  There  is  no  regulation  on  that,  is  there  I 

Mr.  Spreckels.  No,  sir. 

Senator  Lodge.  It  is  under  a  patent,  is  it  not? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  That  patent,  then,  was  included  in  the  price  I 

Mr.  Spreckels.  In  the  price. 
\       The  Chairman.  And  the  American  Sugar  Refining  Co.  has  a 
monopoly  of  that  because  it  is  a  patent? 

Mr.  Spreckels.  Yes. 

The  Chairman.  I  do  not  mean  a  monopoly  in  any  offensive  way. 
It  has  a  monopoly  ? 

Mr.  Spreckels.  Yes.    I  believe  that  patent  has  recently  expired. 

The  CiiAiRaiAN.  Is  there  any  demand  for  this  sugar  by  reason  of 
this  advertisement  you  spoke  of? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Can  you  give  any  idea  now  how  much  of  this 
sugar  has  been  sold  in  advance  of  tiie  fixed  prices? 

Mr.  Spreckels.  No,  I  could  not  estimate  that.    I  could  not  say. 

The  Chairman.  Could  you  not  say  whether  it  was  probably  large? 

Mr.  Spreckels.  I  imagine  it  is  large.  I  know  when  I  arrived  yes- 
terday morning,  when  I  took  my  breakfast  at  the  station,  I  was  inter- 
ested to  see  if  tliey  had  any  sugar,  and  I  talked  with  the  waiter  and  he 
said  "Last  week  we  could  not  get  any  Domino  sugar — the  white 
sugar — and  we  were  forced  to  dole  out  the  old-fashioned  brown 
sugar." 

The  Chairman.  As  a  matter  of  fact  there  has  been  a  large  quan- 
tity— Well,  I  will  not  say  it  is  a  fact,  but  I  will  ask  you  whether  or 
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not  it  is  a  fact  that  there  have  been  considerable  quantities  of  sugar ! 
You  know  about  that  ? 

Mr.  Spbeckels.  Oh,  yes. 

Senator  Jones.  I  was  goinff  to  ask,  what  is  there  in  connection  with 
Domino  sugar  that  increases  the  price  ?  To  what  does  it  relate — ^to  the 
process  of  manufacture  ? 

Mr.  Spbeckels.  The  process  of  manufacture,  yesj  there  are  two 
patents  on  it.   I  think  the  patents,  however,  have  expired,  now. 

Senator  Jones.  What  grade  of  sugar  goes  into  that  form? 

'Mr.  Spbeckels.  A  great  deal  goes  into  that  form. 

Senator  Jones.  What  grade  of  sugar? 

Mr.  Spbeckels.  It  is  nothing  but  granulated  sugar  in  a  different 
form. 

Senator  Jones.  That  is  what  I  wanted  to  get  at. 

Mr.  Spbeckels.  That  is  all.  We  have  the  same  thing  in  cubes ;  it 
is  the  same  sugar. 

Senator  Lodge.  Being  in  a  different  form  it  is  unlimited. 

l^Ir.  Spbeckels.  Some  want  it  in  the  cubes  and  some  in  the  Domino 

The  Chaibman.  Domino  sugar  is  really  what  people  up  to  date  are 
looking  for! 
Mr.  Spbeckels.  That  is  right. 

The  CuAiBBLAN.  I  gather  that  impression  from  hearing  women 
talk.    Now,  how  high  has  the  Domino  sugar  gone  on  the  market? 

Mr.  Spbeckels.  Three  cents  a  pound  higher  than  granulated  sugar. 

The  Chaibman.  That  would  be  how  much? 

Mr.  Spbeckels.  Eleven  cents  a  pound. 

Senator  Lodge.  It  has  retailed  as  high  as  16  cents  a  pound  in  this 
town,  as  I  know. 

Mr.  Spbeckels.  I  know  in  New  York  the  American  Sugar  Refin- 
ing Co.  sell  it  direct  to  the  hotels,  and  they  sell  it  at  about  16 
cents  to  17  cents  a  pound. 

Senator  Kenton.  You  call  all  of  this  Domino  sugar,  do  you  not 
[indicating  samples]  ?    That  is  Domino  sugar  here  [indicating]  ? 

Mr.  Spbeckels.  They  call  it  Domino  cane  sugar.  Domino  powdered 
sugar.  Domino  old-fashioned  brown. 

The  Chaibman.  Domino  granulated  sugar? 

Mr.  Spbeckels.  Domino  granulated  sugar.  They  call  everything 
Domino. 

The  Chaibman.  Is  there  a  Domino  lump  sugar? 

Mr.  LowBT.  That  Domino  form  was  the  original  Domino  sugar. 

Mr.  Spbeckels.  It  started  from  that,  and  then  they  continued  with 
other  forms  of  sugar,  under  the  name. 

The  Chaibman.  It  is  in  the  shape  of  a  domino,  is  it  not? 

Mr.  Spbeckels.  No;  but  now  they  have  added  to  this,  on  account 
of  their  **  Domino,"  so  extensively  advertised ;  they  have  branded  this 
*'  Old-fashioned  Brand,  Domino  Sugar." 

Senator  I>odoe.  There  is  no  Domino  sugar  about  it? 

Mr.  Spbeckels.  No. 

Senator  Kenton.  Domino  sugar  is  granulated  sugar  in  another 
form  ? 

Mr.  Spbeckels.  Yes ;  and  99.9  per  cent  pure. 

Senator  Kenton.  There  is  no  price  fixed  on  Domino  sugar? 
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Mr.  Sfbeckblb.  No. 

Senator  Kenton.  And  there  is  a  price  fixed  on  granulated  sogar  ? 

Mr.  Spreckeub.  Yes. 

Senator  Kenton.  It  is  the  same  thing,  except  in  a  different  shape  ? 

Mr.  Spreckels.  Yes. 

Senator  Kenton.  They  can  charge  anything  they  please  for  the 
Domino  sugar? 

Mr.  Spreckels.  Yes,  they  can  charge  10  cents  a  pound  if  they 
like. 

The  Chairman.  Was  there  any  price  fixed  on  the  cane  sugars  of 
Louisiana,  cane  sugars  pure  ana  smiple?  Was  there  a  price  fixed 
on  those  sugars? 

Mr.  Spreckels.  You  mean  on  what  they  call  the  raw  sugars,  or  the 
clarified  sugars? 

The  Chairhan.  £aw  su^rs. 

Mr.  Spreckels.  It  was  fixed  on  all  sugars. 

The  Chairman.  What,  if  anything,  became  of  that  crop  of  Louisi- 
ana sugar? 

Mr.  Spreckels.  It  was  contracted  for  by  the  American  Sugar  Re- 
fining Co.  and  shipped  to  Boston- and  New  York. 

The  Chairman.  IJut  I  am  trying  to  ask  you  this  question.  I  am 
stating  it  in  rather  a  leading  form.  I  have  seen  printed  statements 
to  the  effect  that  the  Louisiana  sugar — well,  I  will  ask  you 

Mr.  Spreckels.  You  mean  the  crop  ? 

The  Chairman.  Yes;  the  crop.  Who  fixed  the  price  of  the  Louisi- 
ana crop — what  individuals? 

Mr.  Spreckels.  I  suppose,  the  Food  Administrator. 

The  Chairman.  The  Food  Administrator? 

Mr.  Spreckels.  Mr.  Hoover  fixed  the  price. 

The  Chair^lan.  Do  you  know  when  that  price  was  fixed? 

Mr.  Spreckels.  I  think  it  was  the  beginning  of  October. 

The  Chairman.  Prior  to  the  time  that  the  price  was  fixed,  were 
you  or  any  of  the  refiners  at  liberty  to  contract  for  that  sugar? 

Mr.  Spreckels.  We  did  not  know  what  the  price  was  going  to  be. 

The  Chairman.  I  say  until  the  price  was  fixed,  were  you  at  liberty 
to  contract  for  it  and  fix  a  price  or  your  own? 

Mr.  c^preckels.  Possibly. 

The  Chairman.  Or  did  you  have  to  wait  until  the  price  was  fixed? 

Mr.  Spreckels.  Possibly;  but  we  did  not  know  what  price  we 
would  be  allowed  to  pay  for  it,  because  the  crop  had  not  started,  yet. 

The  Chairman.  That  is  what  I  say;  before  the  price  was  fixed 
and  you  knew  what  you  would  have  to  pay,  you  were  at  liberty  to 
contract  for  it  t 

Mr.  Spreckels.  We  were  at  liberty,  but  there  was  no  sugar  there 
available. 

Senator  Vardaman.  Do  you  not  buy  sugar  that  way,  sometimes, 
before  it  comes  into  the  market? 

Mr.  Spreckels.  Yes ;  contract  for  it,  sometimes. 

Senator  Vardaman.  Contract  for  it? 

Mr.  Spreckles.  Yes. 

Senator  Vardaman.  Did  you  make  any  contracts? 

Mr.  Spreckels.  Not  before  that.  We  were  still  waiting  for  the 
price  to  be  fixed.    We  knew  the  price  was  to  be  fixed. 


SHOBTAGE  OF  SUQAB.  47 

Senator  Vakdaman.  Were  you  prevented  from  making  the  con- 
tracts because  you  did  not  know  the  price  at  which  you  would  be  per- 
mitted to  sell  it? 

Mr.  Sfreckels.  Yes;  my  understanding  is  that  we  were  not  per- 
mitted. 

The  Chaibman.  I  think  we  are  getting  involved  here  where  there 
is  nothing  to  be  involved  about,     until  the  price  was  fixed  on  the 
Louisiana  sugar,  were  you  in  a  position  to  buy? 
Mr.  Sfbeckels.  No. 
The  Chaibman.  Now,  tell  us  why. 

Mr.  Spbeckels.  There  were  no  offerings  of  sugar  at  that  time,  be- 
cause no  sugar  had  yet  been  manufactured.  The  price  of  beet  su^ar 
was  being  arranged  by  the  Food  Administrator,  and  they  were  gomg 
to  fix  the  prices  of  all  sugars,  and  my  understanding  was  that  we 
must  refrain  from  buying  anything  until  the  prices  nad  been  defi- 
nitely fixed  by  the  Food  Administrator ;  and  they  did  fix  the  prices. 
The  Chairman.  Now  tell  us  about  when  that  price  was  fixed,  and 
if  you  have  any  letters  or  correspondence  about  it,  you  are  at  liberty 
to  refer  to  it. 

Mr.  Spbeckels.  The  price  was  fixed  in  Washington.  A  committee 
was  appointed  of  the  Louisiana  planters  to  come  to  Washington  and 
confer  with  the  Food  Administrator. 

The  Chaibman.  Do  you  know  who  had  them  appointed ;  whether 
that  was  initiated  here  in  Washington,  to  have  them  appointed,  or 
whether  it  was  initiated  down  there? 

Mr.  Spbeckels.  I  do  not  know  how  it  was  initiated.  Mr.  Parker, 
the  Federal  Food  Administrator,  so  I  am  told  by  Mr.  Eolph,  wired  a 
request  to  have  Mr.  Babst,  the  president  of  the  American  Sugar 
Sefining  Co.,  invited  to  a  conference  to  be  held  at  Washington  to  fix 
the  price. 
Tne  CHAIB31AN.  Who  was  Mr.  Parker? 

Mr.  Spbeckels.  Mr.  Parker  is  the  Federal  Food  Administrator  for 
Louisiana. 

Senator  Vardaman.  John  M.  Parker? 
Mr.  LiNDLEY.  Yes,  John  M.  Parker. 
Mr.  Spbeckels.  I  did  not  know  he  was  the  same. 
The  Chaibman.  Mr.  Parker  is  the  Federal  administrator  for 
Louisiana,  and  he  was  appointed  by  the  Federal  Food  Administration 
of  Washington  ? 
Mr.  Spbeckels.  Yes. 

The  Chaibman.  Mr.  Parker  wired  whom,  and  what? 
Mr.  Spbeckels.  He  wired  Mr.  Rolph  or  Mr.  Hoover,  I  do  not  know 
whom,  that  he  was  going  to  Washington  with  a  committee  represent- 
ing the  planters  of  Liouisiana,  for  the  purpose  of  having  established 
theprice  at  which  they  might  be  selling  their  next  crop. 
The  Chaibman.  Yes. 

Mr.  Spbeckels.  He  also  wired  requesting  Mr.  Rolph  or  Mr.  Hoover 
to  invite  M>.  Babst,  the  president  of  the  American  Sugar  Refining^ 
Co.,  to  attend  that  conference.  No  other  refiners,  so  far  as  I  know, 
knew  anything  about  it  that  Mr.  Babst  had  been  invited  or  that  a 
conference  was  being  held  until  we  saw  it  in  the  paper. 
The  Chaibman.  When  did  you  see  it  in  the  paper? 
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Mr.  Spbeckels.  I  saw  it  in  the  press  after  a  contract  was  made, 
and  they  gave  out  the  statement  that  100.000  tons  hnd  been  contracted 
for,  and  the  price  of  6.36  had  been  established  for  it. 

The  Chairman.  Who  contracted  for  tliat  l(M;.(Mn>  tons? 

Mr.  Spreckels.  The  American  Sugar  Hefining  Co.  Fi  f ty  thousand 
tons  was  to  be  delivered  in  New  Orleans  at  C.35,  and  50,000  tons  was 
to  be  shipped  to  Boston,  Philadelphia,  or  New  York ;  that  the  price 
should  be  only  at  6.15,  the  purchaser  absorbing  the  difference  in  the 
freight. 

The  Chairman.  The  price  would  be  6.15  to  both  points? 

Mr.  SPRECitELS.  No ;  6.15,  but  anything  they  took  in  New  Orleans, 
they  were  to  pay  6.35. 

The  Chairbian.  You  say  the  American  Sugar  Beiining  Co.  had  a 
contract  for  a  hundred  thousand  tons  before  you,  and  so  far  as  you 
knew,  the  other  parties,  knew  even  that  a  price  had  been  fixed? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  How  much  is  the  total  of  tlie  Louisiana  crop? 

Mr.  Spreckels.  About  225,000  tons. 

The  Chairman.  Do  you  know  whether  there  was  anv  further  pro- 
vision in  that  contract  in  regard  to  the  rest  of  the  crop? 

Mr.  Spreckels.  They  had  a  provision  in  there ;  it  was  a  tender  that 
they  were  making  for  that ;  if  they  received  100,000  tons,  as  I  recall 
from  reading  the  contract,  that  they  were  to  have  an  option  of  taking 
whatever  they  had  to  sell  of  raw  sugar  in  addition  to  the  100,000  tons. 

The  Chairman.  That  is  to  say,  in  excess  of  the  100,000  tons,  as  you 
understand  it — the  American  Sugar  Befining  Co.? 

Mr.  Spreckels.  The  American  Sugar  Refining  Co.  should  have  the 
call.    They  made  a  contract  by  which  they  would  have  the  call. 

The  Chairman.  They  made  a  contract  by  which  they  would  have 
100,000  tons,  and  then  the  option  to  take  the  rest  of  the  crop? 

Mr.  Spreckels.  That  is  my  understanding;  if  they  sold  it  in  that 
shape. 

The  Chairman.  In  which  shape — raw  sugar? 

Mr.  Spreckels.  Eaw  sugar. 

The  Chairman.  Senator  Vardaman  did  not  catch  the  price  they 
were  to  pay.  What  prices  were  they  to  pay  for  the  part  that  was 
optioned? 

Mr.  Spreckels.  I  do  not  recall  the  contract. 

The  Chairman.  Have  you  a  copy  of  that  contract? 

Mr.  Spreckels.  I  have  it  in  New  York. 

The  Chairman.  But  you  have  not  got  it  here? 

Mr.  Spreckels.  I  haven't  it  here. 

The  Chairman.  I  am  going  to  ask  you  if  you  will  not  send  us  a 
copy  of  that  contract? 

Mr.  Spreckels.  I  will  be  very  glad  to. 

The  Chairman.  Did  you  have  any  correspondence  about  this 
Louisiana  sugar  transaction  ?  At  the  time  that  we  refer  to,  of  these 
contracts  in  May  with  the  Louisiana  people,  was  Mr.  Babst  holding 
(his  position  on  the  international  committee? 

Mr.  Sprecket^s.  He  was  on  the  international  committee.  I  have 
been  informed  that  Mr.  Babst,  after  conferring  and  finding  they 
did  not  agree,  retired  to  the  New  Willard  Hotel  with  the  statement 
that  he  would  be  glad  to  contract  at  any  price  that  the  Food  Admin- 


BHOBTAGB  OF  StJGAB. 


49 


istration  might  establish.  Then  the  price  was  established  and  it 
was  found  that  the  contract  was  6.35. 

The  Chairman.  You  say  you  had  some  correspondence  about  this 
matter? 

Mr.  Spreckels.  Yes  [showing  chairman  a  letter]. 

The  Chairman.  This  letter,  of  which  you  have  handed  me  a  copy, 
is  that  the  first  letter  with  reference  to  the  Louisiana  sugar  situation  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairbian.  I  think  perhaps  I  had  better  read  this.  It  is  as 
follows  [reading] : 

Exhibit  No.  11. 


New  Yobk,  Octoher  SI,  1917. 

Mr.    HCRBEBT    HOOVEB, 

Food  Administrator^ 

Washington^  D.  C, 

Dear  Snt:  Tou  will  remember  that  early  last  May  when  the  question  of 
Food  Adiulnistration  was  first  being  discussed,  I  wrote  you  a  letter  which 
was  presented  to  you  by  our  Mr.  liOwry,  in  which  I  offered  the  services  of 
our  plant  and  orgnnizntion  to  the  Government,  stating  that  we  were  perfectly 
willing  to  operate  on  a  toll  basis,  if  desired.  Our  Mr.  Lowry  also  informed 
you  that  the  question  of  profit  would  be  left  entirely  to  the  Administration, 
and  if  it  wos  determined  that  the  sugar  industry  of  this  country  should 
operate  without  profit  for  the  period  of  the  war,  we  would  willingly  undertake 
our  share  of  the  work.  I  also  suggested  that  Mr.  Lowry  would  be  very  glad 
to  discuss  the  situation  more  fully  with  you  if  desired. 

After  reviewing  briefly  to  him  what  you  had  in  mind,  you  asked  that  he 
consider  the  problem  from  your  standpoint,  and  return  that  evening  to  further 
discuss  the  T>lnn  of  sugar  control  through  committees  to  be  appointed  later. 
This  vms  done,  and  you  will  recall  that  one  of  the  first  suggestions  made  by 
him  was  that  owing  to  the  division  tliat  exists  between  the  different  interests 
in  the  sugar  business,  it  was,  in  his  opinion,  advisable  to  choose  a  man  as  head 
of  the  sugar  division  who  was  not  afliliated  with  any  of  these  conflicting 
Interests,  but  was  a  man  of  broad  business  training,  who,  after  surrounding 
himself  with  men  in  the  sugar  business,  and  hearing  the  various  sides  pre- 
sented to  him,  could  determine  without  prejudice,  what  was  in  the  best  interest 
of  the  people  of  the  entire  country,  and  throw  the  weight  of  his  opinion  on 
that  side.  No  charge  could  then  be  made  that  he  was  using  his  oflflce  for  the 
purpose  of  advancing  his  own,  or  the  interests  of  those  aflflllated  with  him. 

I  call  these  matters  to  your  attention  now,  for  the  purpose  of  reminding  you 
that  we  have  at  all  times  been  in  sympathy  with  the  principle  of  Government 
(^ood  Administration  in  this  time  of  national  emergency,  and  while  we  have 
been  willing  to  cooperate  with  you  to  the  fullest  extent,  we  have  not  at  any 
time  sought  advantages  for  our  company. 

When  you  announced  the  appointment  of  Mr.  George  M.  Rolph,  of  the  Cali- 
fornia &  Hawaiian  Sugar  Co.  of  San  Francisco,  as  head  of  the  sugar  division 
of  the  Food  Administration,  I  assured  Mr.  Rolph  that  we  held  ourselves  in 
readiness  to  assist  him  in  making  his  administration  a  success.  Subsequent 
discussion  of  the  ways  snd  means  by  which  this  was  to  be  accomplished  de- 
veloped the  fact  that  to  control  sugar  refineries,  he  deemed  it  advisable  to 
appoint  two  committees,  one  an  International  Committee,  for  the  purposes  of 
supervising  the  purchases  of  raw  sugar,  not  only  for  the  United  States,  but 
for  the  allies.  This  was  to  be  composed  of  five  members,  the  chairman  to  be 
Mr.  G.  M.  Rolph,  representing  the  Food  Administration,  two  American  mem- 
bers appointed  by  you,  and  two  members  to  be  appointed  by  Great  Britain's 
commission  on  sugar  supply.  A  second  committee  of  five  members,  to  super- 
vise the  distribution  of  raw  supplies,  and  to  attend  to  questions  concerning 
local  distribution,  to  be  known  as  the  refiners'  committee,  was  also  to  be 
appointed. 

A  tentative  agreement  between  refiners  and  the  Food  Administration  was 
drawn  up  by  Mr.  Rolph,  and  submitted  to  refiners.  This  was  received  in  a 
lories  of  meetings' field  by  refiners  beginning  September  19,  1917. 
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While  these  points  were  still  under  discuj^sion,  an  announcement  was  made 
by  you,  under  date  of  September  20,  of  the  committee  appointments.  C3on- 
siderable  surprise  in  the  trade  was  occasioned  by  the  appointment  as  the 
American  members  of  the  international  committee  of  Mr.  Earl  D.  Babst,  of 
the  American  Sugar  Refining  Co.,  and  Mr,  Wm.  Jamison,  of  Arbuckle  Bros., 
because  previously  the  impression  had  been  created  by  Mr.  Rolph  that,  as 
had  been  done  in  England,  no  refiners  would  be  9electe<l  as  members  of  this 
committee.  Mr.  Babst  has  had  but  three  years*  experience  in  the  sugar  busi- 
ness, during  which  time  his  attention  has  been  confined  chiefly  to  reorganiza- 
tion, defending  State  or  Government  law  suits  for  the  dissolution  of  his  com- 
pany, and  has  little  If  any  time  to  study  the  world*s  sugar  markets.  You 
stated  that  the  two  gentlemen  in  question  were  chosen  because  "  they  were 
not  in  any  way  Interested  in  or  connected  with  the  production  of  raw  sugar." 
If  l>eing  interested  in  raw  sugar  constituted  a  valid  objection,  I  respectfully 
submit  that  it  is  equally  so  in  the  case  of  Mr.  Babst.  His  company,  the 
American  Sugar  Refining  Co.,  has  very  exl<*nsive  Interests  in  the  production 
of  beet  sugar,  and  In  that  way  is  directly  concerned  in  the  price  of  sugar.  I 
would  also  point  out  that  some  of  the  other  refineries  have  absolutely  no 
interest  whatever  in  the  production  of  raw  sugar  or  beet  granulated,  although 
It  is  true  that  some  of  their  ofl^lcers  have  private  investments  of  this  character. 

Especially  in  view  of  the  appointments,  it  seemed  to  us  that  as  drawn  up, 
the  agreement  placed  altogether  too  much  power  in  the  hands  of  the  An^erican 
Sugar  Refining  Co.,  and  Mr.  Ix)wry  and  I  called  on  you  for  the  punase  of 
bringing  certain  features  to  your  attention.  You  agreed  with  us  that  the 
American  members  of  the  international  committee  should  have  nothing  to  do 
with  the  allocation  of  raw  sugar  to  the  different  refiners,  and  that  this  func- 
tion should  be  exercised  entirely  by  the  refiners'  committee.  Also  that  it 
should  not  be  compulsory  to  submit,  before  its  acceptance,  all  export  business 
to  the  international  committee. 

Your  agreeing  with  us  that  these  objections  of  ours  were  well  foundeil, 
resulted  in  their  elimination  in  the  final  <lraft,  but,  as  a  result,  Mr.  Rolph 
submitted  to  us  in  a  new  agreement,  in  which  there  was  a  reilraftlng  of  the 
names  of  the  alternates  to  serve  on  the  refiners'  committee,  and  in  the  place 
of  three  alternates,  as  was  originally  planned,  seven  names  were  submitted, 
selected  in  such  a  way  that  certain  combinations  were  possible  and  giving 
every  refiner  importance  with  the  exception  of  ourselves,  either  as  direct  or 
alternate  members.  We  were  not  disposed  to  haggle  over  this,  and  promptly 
signed  the  agreement  on  October  3.  Washington  dispatches  have  since  quoted 
Mr.  Rolph  as  stating  that  we  were  first  of  all  refiners  to  sign.  Incidentally,  I 
might  mention  that  in  conversation  with  Mr.  Rolph,  he  several  times  mentioned 
that  I  was  to  be  appointed  the  chairman  of  the  refiners'  committee,  and  I  was 
curious  to  know  how  he  knew  this.  However,  when  the  committee  met,  it 
was  apparent  that  it  had  been  predetermined  that  Mr.  James  H.  Post  should 
be  elected  to  this  oflSce,  to  which,  I  having  voted  for  Mr.  Post,  naturally  have 
no  objection. 

It  Is  our  opinion  that  a  careful  investigation  will  show  that  Mr.  Rolph's  efforts 
have  been  directed  toward  diverting  everything  possible  Into  the  hands  of  the 
American  Refining  Co. 

I  do  not  care  to  take  up  your  time  in  this  letter  with  our  personal  grievances, 
but  I  am  sending  these  separately  to  you  In  a  letter  which  I  inclose  herewith. 

In  passing  let  me  point  out  to  you  that  In  the  organization  of  the  International 
committee  I  am  Informed  that  Mr.  Mott,  the  -buyer  of  the  American  Sugar  Re- 
fining Co.,  is  to  have  entire  charge  of  the  purchasing  of  raw  sugar.  This  Is  In 
direct  contradiction  to  the  plan  outlined  some  time  ago  by  Mr.  Rolph  to  us,  and 
others,  in  which  he  stated  that  each  refinery  would  do  Its  own  purchasing  after 
a  price  had  been  fixed  by  the  International  committee  and  the  allocation  of  the 
number  of  tons  to  be  bought  had  been  determined  by  the  refiners'  committee. 
The  result  is  that  brokers  and  raw-sugar  merchants  are  now  deeply  concerned 
over  this  prospect,  fearing  that  favoritism  in  buying  will  be  shown,  and  that 
those  who,  for  one  reason  or  another,  are  not  in  favor  will  be  discriminated 
against 

This,  as  you  will  see,  puts  a  tremendous  weapon  into  the  hands  of  the  American 
Sugar  Refining  Co.,  not  only  for  the  present,  but  for  the  future. 

Arranging  the  headquarters  of  the  sugar  administration  at  111  Wall  Street 
has  been  done  entirely  by  Mr.  Babst,  without  consultation  with  any  of  the  other 
refiners,  and  from  the  oflSce  boy  up  all  those  engaged  are  ex-employees  of  the 
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American  Sugar  Refining  Ck>.  I  am  now  Informed  that  a  private  telephone  wire 
has  been  run  from  the  Food  Administration  building  to  the  American  Sugar  Re- 
fining Ck>. 

Good  faith  Is  the  basis  for  a  successful  administration  on  the  plans  outlined 
by  Mr.  Rolph  for  the  conduct  of  the  sugar  business.  In  view  of  these  develop- 
ments I  hold  that  it  is  not  surprising  that  there  has  now  developed  In  the  sugar 
trade  a  lack  of  confidence,  which  I  share,  and  one  now  frequently  hears  that  the 
sugar  division  of  the  Food  Administration  is  an  adjunct  and  operated  In  the 
interest  of  the  American  Sugar  Refining  CJo. 

For  these  reasons  I  desire  to  call  your  attention  to  this  side  of  the  case,  so 
that  It  may  have  your  consideration  and  I  may  know  whether  or  not  it  has  your 
sanction. 

I  trust  you  will  understand  the  spirit  in  which  this  is  written,  and  beg  to 
remain. 

Yours,  very  truly,  C.  A.  Spbegkkls. 

The  Chairman.  Did  you  get  a  response  to  this  letter  ? 

Mr.  Spregkels.  No  response. 

The  Chairman.  Did  you  have  any  talk  with  any  of  the  men  con- 
nected with  the  Food  Administration  ? 

Mr.  Sfreckels.  Just  a  minute.  I  think  there  was  a  reply  to  that. 
I  think  I  have  a  repW  covering  two  letters.    Here  is  another  letter. 

The  Chairman.  This  second  letter  you  have  handed  me  is  dated 
November  2, 1917,  and  is  as  follows  [reading]  : 

Exhibit  No.  12. 

New  York,  November  2,  1917. 

Mr.  HiCRBEBT  HOOVEB, 

Pood  AdmirUstrationf  Wctshingtonf  D.  C. 

Deab  Sib:  With  reference  to  my  letter  of  October  31,  would  say  that  early 
in  September  Mr.  Rolph,  as  head  of  the  sugar  division,  was  exercising  a  cer- 
tain control  over  the  industry,  and  among  other  things,  he  instructed  us  to  re- 
frain entirely  from  purchasing  any  raw  sugar  supplies.  This  request  was 
obeyed  scrupulously,  but  as  we  reached  the  middle  of  October,  it  became  im- 
perative that  we  be  allowed  to  do  some  buying,  as  in  our  effort  to  keep  our 
trade  supplied  with  refined  sugar,  we  had  oversold  ourselves  to  the  extent  of 
approximately  3.000  tons.  We  laid  the  situution  before  Mr.  Rolph,  and  asked 
that  we  be  permitted  to  buy.  It  was  then  that  we  learned  that  to  some  extent 
at  least  Mr.  Babst  had  taken  it  upon  himself  to  exercise,  not  only  the  function 
of  the  international  committee,  but  the  refiners'  committee  as  well,  he  having 
given,  in  instances,  permission  to  other  refiners  to  purchase  certain  quantities. 

I  then  demanded  that  action  be  taken  In  our  case,  and  to  my  surprise  found 
that  while  we  had  been  kept  out  of  the  market,  over  100,000  bags  had  been 
secured  under  option  from  Mess.  Gzarnikow  Rionda  Co.  Mr.  Rolph  advised 
me  that  this  was  reserved  stock  held  by  the  international  committee  for  the 
account  of  whom  it  may  concern.  We  promptly  requestetl  a  share,  and  after 
considerable  trouble  secured  this,  but  were  astonished  to  be  assured  by  Mr. 
Babst  that  we  should  be  very  grateful  to  his  company  for  allowing  us  to  have 
any  of  this  stock,  as  the  sugar  was  under  option  to  the  American  Sugar  Refining 
Co'  for  their  sole  use.  If  Mr.  Babst's  statement  was  correct,  it  is  clear  that 
while  our  hands  were  tied,  the  American  Sugar  Refining  Co.  was  allowed  to  go 
out  quietly  and  secure  under  option  a  considerable  quantity  of  sugar,  and  if 
we  had  not  indirectly  learned  of  this,  it  is  more  than  likely  we  would  never 
have  secured  a  pound. 

Seeing  that  an  acute  situation  was  developing,  because  of  the  inabilities  to  se- 
cure raw  sugar  supplies,  at  the  price  fixed  by  the  Food  Administration,  we 
wired  Mr.  Rolph  on  October  19  as  follows: 

**  We  have  been  obliged  to  close  our  refinery  and  a  thousand  men  will  be  out 
of  employment  unless  we  are  permitted  to  supply  ourselves  with  raw  material. 
The  international  sugar  committee  who  under  the  agreement  entered  into  with 
yon  are  to  purchase  all  raw  material,  will  not  pay  more  than  $6.90  per  hundred 
pounds  for  raw  sugar  and  are,  therefore,  unable  to  supply  us.     We  would 
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gladly  pay  more  for  our  raw  material  and  afcree  not  to  advance  our  price  for 
refined  sugar.  We  would  In  fact  be  willing  to  work  without  any  profit  or  even 
at  a  loss  rather  than  deprive  those  who  are  urgently  In  nee<l  of  sugar.  The 
people  of  the  Eastern  States  are  clamoring  for  sugar,  and  particularly  the 
manufacturers,  such  as  condensed-milk  concerns,  whose  pnxluct  Is  needed  for 
our  Army  and  Navy.  We  suggest  that  you  Instruct  the  International  committee 
to  endeavor  to  relieve  the  Immediate  critical  situation  by  paying  a  little  more 
and  secure  for  us  our  raw  material.  This  can  hurt  no  one  but  the  refiner,  as  we 
are  willing  to  forego  any  profit  and  continue  to  sell  at  our  present  price.  An 
answer  will  be  appreciated." 

During  this  period  of  stress  we  were  willing  to  proceed  as  above,  keeping  our 
organization  together  and  our  trade  at  least  partly  supplied  rather  than  shut 
down.  His  reply  was  that  this  i>lan  was  inadvisable  because  of  the  effect  it 
might  have  on  the  price  of  Hawaiian  sugar  arriving  under  contract  to  the 
National  Sugar  Refining  Co.,  of  New  York,  and  the  Pennsylvania  Sugar  Refining 
Co.,  of  Philadelphia.  It  seems  to  me  that  tlils  might  have  been  done  without  the 
international  committee  changing  its  "  basis  price." 

That  it  was  Mr.  Rolph's  intention  to  force  us  Into  a  position  where  our 
refinery  would  have  to  close  down  during  this  critical  period,  while  others  oper- 
ated, was  shown  by  his  letter  to  us  of  October  23. 

"  Referring  again  to  your  telegram  of  the  19th  instant  and  my  letter  to  you 
of  October  19,  was  It  not  understood  and  agreed  that  If  procured  for  you  13.300 
bags  of  raw  sugar  from  the  lot  held  by  Czanilkow  Rlonda  Co.,  that  It  would 
enable  you  to  close  up  all  your  outstanding  contracts,  and  that  you  would  then 
be  ready  to  close  down  your  plant  until  new  Cuban  sugars  arrived?  It -was  on 
this  understanding  on  my  part  that  I  secured  for  you  the  sugar  you  requested.** 
I   No  such  proposal  was  made  to  lilr.  Rolph  by  us. 

To  further  complicate  the  situation  the  announcrement  Is  now  made  by  the 

rood  Administration  that  through  Its  cooperation  with  Louisiana  planters  the 

American  Sugar  Refining  Co.  has  secured  100,000  tons  of  Louisiana  sugar, 

>0,000  tons  of  which  will  be  shipped  to  New  York.    In  view  of  the  fact  that  we 

vere  told  to  stay  out  of  the  market.  I  naturally  8Uppose<l  that  Mr.  Babst,  In 

naklng  this  purchase,  did  so  as  a  member  of  the  international  committee,  and 

that  we  would  be  allotted  our  proper  portion.     The  trade  generally  took  this 

view  of  the  matter,  and  we  at  once  made  inquiries  as  to  how  soon  we  would  now 

be  able  to  make  deliveries.    I  was,  therefore,  astonished  to  learn  that  this  was 

not  the  case,  and  that  none  of  the  sugar  was  to  go  to  any  refiner  but  the  American 

Sugar  Refining  Co. 

With  regard  to  the  transportation  of  this  sugar,  the  Food  Administration  made 
the  following  announcement : 

"  Shipping  has  been  engaged  through  the  efforts  of  the  transportation  division 
of  the  Food  Administration  for  the  transjiortation  of  one-half  of  this  sugar  to 
the  Philadelphia,  Boston,  and  New  York  refineries.  The  first  cargoes  should 
leave  Louisiana  next  week  for  New  York." 

For  the  sugar  division  of  the  Food  Administration  to  assist  In  securing  this 
supply  solely  for  the  American  Sugar  Refining  Co.  seems  to  me  a  matter  of  bad 
faith.  When  I  made  this  charge,  both  Mr.  Rolph  and  Mr.  Babst  stated  that  the 
Louisiana  planters  desired  only  to  deal  with  the  American  Sugar  Refining  Co., 
and  for  that  reason  no  refiner  but  Mr.  Babst  was  bidden  to  the  Washington  con- 
ference. I  am  now  assured  by  Mr.  John  M.  Parker,  chairman  of  the  Louisiana 
committee,  that  this  Is  not  a  fact,  and  that  any  refiner  was  at  liberty  to  contract 
for  sugar  as  far  as  the  Inerest  he  represents  was  concernetl. 

We  are  asked  by  Mr.  Rolph  to  close  down,  allow  our  organization  to  be 
disrupted,  and  our  trade  to  be  supplied  by  others,  while  raw  sugar  is  obtained 
by  him  for  our  competitors,  and  we  have  no  share  in  either  the  profits  of  the 
distribution  of  the  supplies  thus  secured.  Because  of  this  our  competitors  are 
In  a  position  to  remind  the  trade  for  a  long  time  to  come  that  during  the  period 
of  stress,  the  only  refiner  that  was  able  to  supply  them  with  any  sugar  was  the 
American  Sugar  Refining  Co.,  and  this  company  would,  therefore,  receive  the 
major  part  of  their  business  In  the  future.  Furthermore,  the  American  Sugar 
Refining  Co.  has,  as  you  know,  been  making  a  great  effort  to  establish  their 
package  sugar  among  the  trade.  Recently  they  have  announced  that  they  would 
not  accept  any  orders  among  the  grocery  trade  excepting  the  package  sugar. 
Formerly  Mr.  Rolph  was  opposed  to  the  sale  of  package  sugar  on  conservation 
grounds.     If,  during  the  period  of  scarcity,  the  only  sugar  obtainable  in  the 
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>cr«)cery  stores  In  this  eastern  territory  Is  Crystal  Donilno  granuiuteil,  done  up 
In  American  Sujrnr  Refining  Co.  packages,  you  can  appreciate  what  enormous 
prestige  this  will  give  them.  I  inclose  herewith  a  letter  written  to  the  Food 
Administration  regarding  distribution  of  package  sugar  at  tliis  time. 

In  spite  of  the  primitive  and  unbuslness-like  blowing  of  trumpets  in  the  news- 
papers,  dispatches  from  New  Orleans  now  state  that  nothing  has  finally  been 
concluded  on  the  part  of  Louisiana  planters.  I  submit,  however,  that  the  efforts 
on  the  part  of  Mr.  Rolph  and  Mr.  Babst  to  conclude  this  deal  without  giving 
our  Interests  any  consideration  confirms  my  previous  charge  of  "bad  faith." 
Furthermore,  you  will  note  the  price  paid  for  the  Ix>uistana  sugar  was  .^(6.35  a 
humlred  pounds,  so  that  at  $8,25  (the  price  fixed  for  refined)  tlie  refiners  using 
this  sugar  would  have  a  gross  margin  of  nearly  2  cents  per  pound.  With 
reference  to  this  the  Food  Administration  states : 

"  The  price  wU  enable  the  refiners  to  sell  sugar  at  a  steadily  reducing  price, 
starting  from  $8.35  per  hundred,  eastern  deabonrd,  and  reducing  to  $7.25  about 
the  end  of  the  year." 

While  arrangements  were  being  made  to  secure  this  sugar  and  profit  for  the 
American  Sugar  Refining  Co.,  Mr.  Rolph  In  conference  stnttnl  that  In  order  to 
encourage  early  operation  in  Cuba,  a  higher  price  might  have  to  be  paid  for 
early  delivery  in  raw  sugar,  but  that  the  price  of  refined  could  not  be  corre- 
spondingly advanced,  and  that  we  would  have  to  run  on  a  margin  for  about 
0.01  per  pound,  which  possibly  would  be  made  up  by  allowing  a  wider  spread 
later  In  the  season.  You  will  note  that  Mr.  Rolph  tried  to  secure  this  wide 
margin  for  the  American  Sugar  Refining  Co.  for  November  and  December  of 
this  year  notwithstanding  our  telegram  to  him  of  October  19,  agreeing  to  oper- 
ate at  cost  If  necessary  provided  he  furnished  us  with  raw  supplies. 

If  It  was  the  purpose  of  the  administration  not  to  attempt  to  keep  the  differ- 
ent refineries  running,  then  some  plan  should  have  been  devised  to  proportion 
the  output  of  the  plants  that  were  operating  so  that  each  company  would  be  in 
a  Ix>sltIon  to  supply  Its  customers  with  some  sugar.  If  our  plant  was  to  oper- 
ate, certainly  we  would  have  been  very  glad  to  Join  In  such  a  scheme  as  this, 
tind  turn  out  sugar  for  competitors  under  their  brand. 

Another  matter  that  has  caused  the  greatest  dissatisfaction  is  tlie  disposition 
of  the  sug.nr  which  refineries  had  under  contract  with  neutral  nations,  sold 
before  shipments  were^  prohibited.  As  soon  as  shipments  were  prohibited  It 
was  known  that  this  sugar  could  not  go  abroad,  and  that  some  other  disposition 
would  have  to  be  made  of  it.  All  of  those  intereste<l  called  this  to  Mr.  Rolph*B 
{Attention  weeks  ago  and  asked  for  a  ruling.  About  October  10  some  10,000 
tons  of  this  sugar  was  offered  him  at  his  request  by  the  owners  at  tlie  exact 
c-ost.  It  was  expected  that  he  would  attempt  to  arrange  for  the  sale  of  it  to  the 
British  commission  for  shipment  to  France,  but  from  that  time  up  to  the  pres- 
ent the  owners  have  been  left  In  the  dark  as  to  whether  It  was  to  be  accepted. 
Meanwhile,  there  Is  distress  in  this  market  owing  to  the  scarcity  of  supplies, 
and  It  Is  clear  that  If  the  sugar  was  not  going  to  France  it  should  be  sold  here 
where  there  are  many  buyers  anxious  to  take  It  at  cost.  Yet  nothing  is  done 
and  300,000  bags  of  sugar  Is  allowed  by  the  Administration  to  lay  in  store  in 
New  York  and  vicinity  while  consumers  generally  are  clamoring  for  supplies. 
The  primitive  and  unbusinesslike  statements  in  the  newspapers  that  this  sugar 
was  released  when  such  was  not  the  case  has  also  caused  great  dissatisfaction 
and  trouble  to  refiners  and  the  trade.  There  may  be  some  good  reasons  for 
this  attitude,  but  it  Is  Incomprehensible  to  us. 

In  spite  of  the  fact  that  two  months  ago  everyone  In  the  sugar  trade  that  we 
came  In  contact  with  was  anxious  to  do  everything  possible  to  make  the  Food 
Administration  a  success.  If  you  will  Investigate  you  will  now  find  that  there 
is  much  disapproval  at  the  methods  that  have  been  employed,  and  we  believe 
the  situation  has  finally  become  serious  enough  to  warrant  your  making  a 
thorough  Investigation. 

I  am  yours,  very  truly, 

C.  A.  Spreckels,  President. 

From  Fedebal  Svgab  Rkfinino  Co., 

91  Wall  Street,  Neto  York, 

That  letter  was  dated  November  2.  Did  you  receive  a  reply  to 
either  or  both  of  those  letters? 
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Mr.  Spreckels.  I  did.  Here  is  Mr.  Hoover's  reply  to  those  letters. 
This  letter  reads  as  follows  [reading] : 

Exhibit  No.  13. 

United  States  Food  Administration, 

Washingtony  I).  C,  Novetnhrr  J,  J9J7, 
C.  A.  Spreckels,  Esq., 

American  Sugar  Refining  Co,, 

irr  Wall  Street,  New  York  City. 

Dear  Mr.  Spreckels:  I  beg  to  acknowledge  your  letters  of  Octol>er  31  and 
November  2.  I  do  not  think  that  it  Is  incumbent  on  me  to  traverse  most  of  the 
statements  made  therein,  many  of  which  are  based  on  nn  entire  misconception 
on  your  part.  I  do  not  think  it  is  the  sense  of  your  letter  that  you  wish  to 
dictate  to  the  Government  whom  it  shsll  appoint  to  represent  it  in  the  control 
of  the  industry  with  which  you  are  connected.  We  have  appointed  your  good 
self  to  the  refiners*  committee.  Any  complaints  you  may  have  with  regard  to 
your  colleagues  should  surely  be  lodged  with  them  in  the  first  instance,  and  then 
if  you  do  not  think  you  are  securing  Justice,  I  am  perfectly  prepared  to  hear 
both  sides  in  the  case. 

So  far  as  sales  of  Louisiana  sugnr  are  coucerneil,  as  you  yourself  state,  the 
American  Sugar  Refining  Co.  was  called  into  negotiations  by  the  Ix)uisiana 
producers  themselves  and  not  at  the  inspiration  of  the  Food  Administration. 
The  sole  interest  of  the  Food  Administration  was  to  settle  a  price  at  which  all 
refiners  could  deal,  and  therefore  I  do  not  see  the  point  of  your  comment. 

I  think  you  ^ill  also  recognize  that  the  sole  object  of  the  Food  Administration 
is  to  secure  fair  prices  to  the  American  producers  and  the  American  consumer, 
with  the  minimum  loss  to  the  producer  and  consumer  through  the  handling  and 
manufacture  of  sugar.  In  order  to  effect  these  objectives  and  protect  the 
American  public  from  speculation  and  extortion,  sacrifices  will  be  requireil 
from  all  sides,  and  cooperation  Is  vitally  necessary  from  every  important  unit 
in  the  Industry.  It  Is,  I  believe,  essential  that  old  animosities  and  prejudices 
should  be  buried  in  this  time  of  national  crisis,  and  the  Food  Admnlstratlon  hns 
a  right  to  expect  an  entire  spirit  of  helpfulness  from  every  quarter. 

Yau  may  rest  assured  that  every  power  of  the  Food  Administration  will  be 
exerted  to  prevent  unfair  and  discriminatory  practice  or  methods  of  anyone  In 
the  Industry  in  carrying  out  its  program  of  protection  to  the  American  public. 
You  will  appreciate  that  the  only  test  that  the  Food  Administration  can  apply 
to  any  transaction  is  whether  it  is  In  the  interest  of  the  public,  and  if  you  feel 
that  any  action  of  the  committee  of  which  you  are  a  member  is  not  of  this 
character,  I  shall  be  glad  to  hear  from  you  at  any  time. 
Yours,  faithfully, 

Herbert  Hoo\'er. 

The  Chairman.  I  want  to  ask  if  this  committee  of  which  you  are 
a  member  had  anything  whatever  to  do  with  the  fixing  of  the  price  of 
the  Louisiana  sugar?  y 

Mr.  Spreckels.  None  whatever. 

The  Chairman.  Did  you  have  anything  to  do — this  committee — 
with  the  allotment  of  that  sugar? 

Mr.  Spreckeus.  None  whatever. 

The  Chairman.  Did  you  have  anything  to  do  with,  or  any  knowl- 
edge of  the  fact  that  the  sugar  was  contracted  or  was  to  be  contracted 
within  a  few  hours  after  the  price  had  been  fixed? 

Mr.  Spreckels.  I  did  not  know  anvthing  about  it  until  I  saw  the 
first  press  report  that  100,000  tons  had  been  contracted  for. 

The  Chairman.  Did  you  have  any  talk  with  Mr.  Hoover  or  Mr, 
Babst  or  Mr.  Rolph  in  regard  to  the  way  in  which  the  Louisiana  deal 
was  effected  ? 

Mr.  Spreckels.  I  did. 

The  Chairman.  About  when  did  you  have  that  conversation  ? 
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Mr.  Spreckeus.  The  first  conversation  was  two  days  after  the  clos- 
ing of  the  contract,  when  Mr.  Bolph  came  to  the  refiners'  committee 
rooni  and  announced  that  he  had  had  a  very  hard  time  the  last  three 
days  down  in  Washington  in  fixing  the  price  for  the  Louisiana 
su^rs. 

The  Chaibman.  Where  was  this  that  he  came  to  you  ? 

Mr.  Spreckbls.  At  the  refiners'  committee  room  at  No.  Ill  Wall 
Street,  the  building  in  which  the  Food  Administration  is  located. 

The  Chairman.  What  had  that  building  formerly  been  ( 

Mr.  Sprbckels.  It  is  a  new  building. 

The  Chairman.  Very  well ;  he  came  there,  and  whom  did  he  meet 
there  at  this  time? 

Mr.  Spreckels.  Tlie  refiners'  committee  were  in  session. 

The  Chairman.  Now,  iust  tell  us  what  transpired. 

Mr.  Spreckels.  When  he  was  seated,  he  said  he  was  very  tired,  that 
he  had  had  such  a  hard  time  in  arranging  with  the  Louisiana  planters 
the  price  at  which  they  might  sell  their  sugars,  and  thereupon  I 
asked  Mr.  Eolph  how  we  were  to  allocate  those  sugars.  I  thought 
he  was  there  for  that  purpose.  His  reply  was  that  they  were  not 
to  be  allocated ;  that  this  contract  was  made  with  the  American  Sugar 
Refining  Co.  and  by  the  American  Sugar  Refining  Co.,  and  solely 
for  them.  I  said,  "Why,  I  am  amazed  at  that.  We  did  not  know 
what  price  we  were  to  pay  for  it."  He  said,  "  You  all  have  the  privi- 
lege of  going  there."  I  said,  "  But  we  have  not  been  apprised  untili 
two  days  after  the  contract  has  been  made."  Well,  he  said  Mr.  Babst, 
at  the  request  of  Mr.  Parker  and  the  Louisiana  committee,  had  been( 
invited  there;  that  at  first  he  went  there,  and  later  on  retired  from\ 
the  conference,  and  said  that  he  was  willing  to  take  the  100,000  tons 
of  sugar  at  any  price  that  the  Food  Administration  might  determine 
that  they  could  pay  for  it.  They  did  determine  the  price,  and  the 
committee  then  adjourned  to  the  New  Willard  Hotel,  where  Mr. 
Babst  was  awaiting  them,  and  they  signed  the  contract.  That  night 
he  gave  it  out  to  the  public  press.  I  called  his  attention  to  it  that 
Ave  had  not  been  apprised  of  the  price  at  which  we  could  pay  for  it; 
but  he  said  that  he  had  published  it  in  the  press.  I  said,  "  Well,  I 
do  not  believe  everything  I  see  in  the  papers,  and  when  I  did,  I 
thought  it  naturally  was  £)r  all  the  refiners." 

The  Chairman.  When  was  it  published  in  the  press?  Was  it 
published  in  the  press  before  the  contract  was  made  or  after  the 
contract  was  made? 

Mr.  Spreckels.  After  the  contract  was  made:  he  savs  it  was  that 
same  night. 

The  Chairman.  How  long  after? 

Mr.  Spreckels.  He  gave  the  statement  out  and  it  was  published  the 
next  da}'.  I  called  his  attention  to  the  fact  that  we  should  also  have 
l>een  apprised  of  that  same  price  when  he  did  determine  the  price. 
Ho  said,  "  I  can  not  notify  every  refiner  of  what  price  you  are  per- 
mitted to  pav  for  it."  I  said,  '*But  the  fact  remains  that  you  did 
notif}'  Mr.  feabst.  Mr.  Babst  was  at  Washington,  and  you  knew 
it  when  he  retired  to  the  New  Willard  Hotel.  I  call  it  manifestly 
unfair  to  our  company."  His  reply  was,  "  You  can  go  and  contract 
now.'*    T  said,  "Yes:  you  have  taken  the  horse  out  of  the  stable. 
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and  now  you  say  it  is  free  for  us  to  go  in ;  but  Mr.  Babst  has  already 
walked  off  with  the  horse." 

Senator  Vardaman.  Was  there  any  more  sugar  to  be  contracted 
for? 

Mr.  Spregkels.  I  wired  all  of  the  planters  in  Louisiana  offering 
to  take  as  high  as  40,000  tons  at  $6.35  m  Louisiana,  and  I  would  pay 
my  own  transportation.  The  planter,  knowing  that  he  could  get 
$6.35,  did  not  care  to  sell  his  sugars  for  $6.15.  Tnereupon  the  Ameri- 
can Sugar  Refining  Co.,  through  its  president,  magnanimously  offered 
to  advance  that  price  and  pay  $6.35. 

Senator  Vardaman.  He  therefore  bought  the  remainder  in  the 
hands  of  the  planters? 

Mr.  Spregkels.  Yes;  the  planters  at  that  time,  I  understand,  ex- 
pected to  make,  in  raw  sugar  only,  130,000  tons;  but  they  had  a 
frost  and  could  not  make  that. 

The  Chairman.  How  much? 

Mr.  Spregkels.  A  hundred  and  thirty  thousand  tons  was  all  that 
they  could  produce. 

Senator  Vardaman.  They  did  not  have  the  40,000  tons  that  you 
offered  to  buy,  then? 

Mr.  Spregkels.  No,  sir. 

Senator  Vardaman.  How  much  did  they  have? 

Mr.  Spregkels.  They  expected  to  have  130,000  tons,  and  the 
American  Sugar  Refining  Co.'s  contract  was  up  to  100,000  tons;  but 
they  could  not  fill  their  contract,  because  they  did  not  have  enough. 
The  frost  intervened  immediately  following  the  making  of  the 
cx)ntract. 

The  Chairman.  I  may  have  misunderstood  you,  but  I  understood 
you  to  say  a  while  ago  that  the  American  Sugar  Refining  Co.  secured 
a  contract  for  100,000  tons,  and  that  was  about  40  per  cent  of  the 
sugar  of  Louisiana. 

Mr.  Spregkels.  Of  all  the  sugar.  The  balance  goes  into  clarified 
and  granulated  sugar. 

The  Chair^ian.  All  the  sugar?  You  did  not  mean  to  say  cane 
sugar  ? 

Mr.  Spregkels.  Cane  sugar;  they  produced  225,000  tons  this  year, 
of  which  30,000  they  are  going  to  make  into  raw  sugar,  and  the  rest 
of  it  had  gone  into  what  is  called  clarified  sugar.  A  higher-grade 
sugar  they  were  going  to  make. 

The  Chairman.  That  they  sell  direct  to  the  consumer? 

Mr.  Spregkels.  Direct  to  the  consumer. 

The  Chairman.  So  that  when  they  got  a  contract  for  100,000  tons 
of  sugar  they  had  practically  absorbed  the  entire  Louisiana  crop  ? 

Mr.  Spregkels.  Precisely. 

Senator  Vardaman.  You,  then^  were  not  able  to  buy  any  at  all? 

Mr.  Spregkels.  None  at  all,  sir. 

Senator  Jones.  I  would  like  to  get  this  clear  in  my  mind.  When 
this  price  of  Louisiana  sugar  was  fixed,  who  was  present? 

Mr.  Spregkels.  The  Louisiana  committee,  Mr.  Hoover,  and  Mr. 
Rolph,  so  I  am  told.    I  take  Mr.  Eolph's  statement  for  that. 

Senator  Jones.  I  understand  that  before  they  had  definitely  fixed 
the  price  Mr.  Babst  had  retired  to  the  New  Willard  Hotel  ? 

Mr.  Spregkels.  And  was  waiting  there. 
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Senator  Jones.  I  know ;  but  was  Mr.  Babst  in  consultation  with 
Mr.  Hoover  and  Mr.  Rolph  and  the  Louisiana  people? 

Mr.  Spreckels.  For  a  time. 

Senator  Jones.  For  a  time? 

Mr.  Spreckels.  Yes. 

Senator  Jones.  And  Mr.  Rolph  was  there  to  participate  in  fixing 
the  price  of  that  sugar? 

Mr.  Spreckei^.  Yes. 

Senator  Jones.  Mr.  Hoover,  I  presume,  was  the  one  who  had 
the  direct  authority,  and  it  was  to  be  done  in  his  name,  was  it  not? 

Mr.  Spreckels.  In  his  name. 

Senator  Jones.  In  what  capacity  was  Mr.  Kolph  there? 

Mr.  Spreckels.  In  charge  of  the  sugar  division. 

Senator  Jones.  I  see;  and  you  say  that  Mr.  Babst  had  been  invited 
there  by  the  Louisiana  people  ? 

Mr.  Spreckels.  Through  Mr.  Parker,  the  Federal  Food  Admin- 
istrator. 

Senator  Jones.  That  was  your  information  at  the  time? 

Mr.  Spreckels.  That  was  my  information. 

Senator  Jonks.  Has  that  been  controverted. 

Mr.  Spreckels.  No;  I  think  there  is  a  telegram  from  Mr.  Parker 
stating  that. 

Senator  Jones.  What  was  the  occasion  for  Mr.  Babst  being  invited 
to  that  meeting? 

Mr,  Spreckels.  As  explained  to  me,  they  thought  that  he  was 
the  logical  man  that  could  bu^'  their  sugar,  as  the  American  Sugar 
Refining  Co.  had  a  refinery  m  New  Orleans  and  thej^  could  take 
the  great  bulk  of  it  in  New  Orleans. 

Senator  Jones.  Did  they  take  a  large  proportion  of  it  in  New 
Orleans? 

Mr.  SpRECsaiLS.  I  do  not  know  that  they  got  any.  I  do  not  know 
what  they  got. 

Senator  Jones.  The  Louisiana  people  were  interested  in  having 
it  sold  in  New  Orleans,  were  they  not? 

Mr.  Spreckels.  Only  that  there  would  be  a  differential. 

Senator  Jones.  Under  the  price  that  was  fixed  there  was  a  dif- 
ferential, was  there  not? 

Mr.  Spreckels.  Of  20  cents  a  hundred  pounds;  but  they  imme- 
diately changed  that  price  to  the  $6.35. 

Senator  Jones.  They  enhanced  the  price? 

Mr.  Spreckels.  Yes,  sir. 

Senator  Jones.  That  is,  after  you  had  offered  the  enhanced  price  ? 

Mr.  Spreckels.  After  we  had  offered  it;  not  befoie. 

Senator  Jones.  What  was  the  reason,  Mr.  Spreckels,  for  civina 
this  difference  in  price,  paying  $6.85  for  it  in  New  Orleans  and  $6.15 
for  it  in  New  York  ? 

Mr.  Spreckels.  They  wanted  the  planter  to  absorb  part  of  the 
freight 

Senator  Jones.  Why  should  the  planter  absorb  part  of  the  freight? 

Mr.  Spreckels.  I  will  have  to  refer  you  to  Mr.  Hoover  on  that. 
I  see  no  sood  argument  for  it.  I  was  willing  to  take  it  at  the  full 
price  in  New  Orleans  myself. 
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Senator  Jones.  Was  there  a  difference  in  the  refined  sugar  at  the 
two  points  which  would  justify  such  a  difference  in  the  price  of  the 
raw  sugar? 

Mr.  Spreckels.  I  do  not  quite  get  that. 

Senator  Jones.  Was  there  a  difference  in  the  price  of  the  refined 
sugar  at  the  two  points  which  would  justify  the  difference  in  price 
of  the  raw  sugar? 

Mr.  Spreckels.  The  price  was  the  same -and  the  cost  would  not 
be  a  bit  more  delivered  to  the  American  Sugar  Refining  Co.  in  New 
York  of  that  raw  material. 

Senator  Jones.  But  the  price  of  the  refined  sugar  was  the  same 
in  New  Orleans  as  in  New  York  ? 

Mr.  Spreckels.  Precisely.  It  was'  $8.35,  and  the  price  in  New 
York  was  $8.35.  The  prices  were  the  same.  But  if  the  American 
Sugar  Kefining  Co.  had  paid  all  the  freight  they  still  would  have 
been  within  the  limit  of  $1.30  on  the  differential  between  the  raw 
and  the  refined  sugar. 

Senator  Jones.  In  other  words,  if  the  American  Su<2:ar  Kefining 
Co.  had  paid  all  the  freight,  then  it  would  have  had  the  same  margin 
of  profit  that  it  was  permitted  to  make  on  Cuban  sugars? 

Mr.  Spreckels.  The  same. 

Senator  Jones.  You  have  referred  to  the  question  of  closing  down 
your  refinery.    Does  that  often  occur? 

Mr.  Spreckels.  No,  sir;  it  does  not. 

Senator  Jones.  How  often  have  vour  refineries  been  closed  down 
in  the  last  10  years? 

Mr.  Spreckels.  As  a  rule,  we  close  at  the  end  of  the  season.  When 
I  say  "  the  end  of  the  season  "  I  mean  between  Christmas  and  New 
Years,  or  perhaps  for  a  fortnight.  Sometimes  we  close  down  for  a 
week  and  sometimes  for  three  weeks,  and  when  we  have  any  neces- 
sary repairs  during  the  year,  if  we  want  to  change  tanks,  which  we 
can  not  do  during  the  operation,  we  postpone  that  all  to  the  end  of 
the  year,  and  make  those  changes  at  that  time.  Wc  have  gone 
through  without  closing  at  all. 

Senator  Jones.  And  the  reason  given  to  you  for  not  permitting 
you  to  pay  an  additional  price  for  the  Cuban  sugar  was  that  that 
sugar  washeld  by  a  few  speculators,  and  that  if  they  were  permitted 
to  get  the  price  demanded  that  would  destroy  the  power  of  the  price 
fixing  by  the  food  administration ;  was  that  it  ? 

Mr.  Spreckels.  One  of  the  reasons. 

Senator  Jones.  What  other? 

Mr.  Spreckels.  The  other  reason  was  that  they  wanted  to  jjrotect 
the  National  Sugar  Refining  Co.,  who  had  a  large  quantity  of 
Hawaiian  sugars  coming  in  under  contract  under  which  they  paid 
10  cents  per  hundred  pounds  less  in  New  York  than  any  price  that 
was  paid  for  Cuban  sugars. 

Senator  Jones.  Who  gave  that  as  a  reason? 

Mr.  Spreckels.  Mr.  Kolph,  in  his  letter  which  was  read  this 
morning. 

Senator  Vardaman.  Pardon  me.  Senator;^  was  Mr.  Rolph's  com- 
pany the  one  that  would  have  been  the  beneficiary  in  holding  the  price 
down?  Was  the  company  that  Mr.  Rolph  represented  the  bene- 
ficiary? Would  it  hpve  benefited  itself  by  holding  the  Hawaiian 
sugar  at  the  price  ? 
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Mr.  Spreckisls.  It  would  also  have  benefited  his  company,  because 
in  California  he  would  have  paid  25  cents  less ;  he  would  pay  for 
it  25  cents  a  hundred  pounds  less  in  California  than  any  price  estab- 
lished in  New  York,  and,  therefore^  it  would  have  benefited  him 
directly  as  well ;  but  he  does  not  mention  that  in  his  letters. 

Senator  Vardaman.  I  suppose  that  was  just  an  omission. 

The  Chairman.  Do  you  recall  the  letter  that  was  read  this  morn- 
ing, from  Mr.  Rolph— rthe  first  letter  that  was  read  this  morning? 

Mr.  Spreckels.  I  have  that  letter  here. 

The  Chairman.  Have  you  found  that  letter? 

Mr.  Sprbckels.  It  is  right  here  [indicating  letter]. 

The  Chairman.  Will  you  read  that  part  of  the  letter? 

Mr.  Sfreckels.  He  says  [reading]  : 

The  amouQt  of  Hawaiian  sugars  to  arrive  exceed  considerably  those  available 
in  Cuba,  and  we  do  not  propose  to  have  the  price  of  those  Hawaiians  advanced 
and  take  the  chance  of  refined  following. 

In  other  words,  if  they  advanced,  the  National  Sugar  Refining  Co., 
who  was  receiving  these  sugars,  might  advance  the  refined.  I  wired 
him  to  buy  these  sugars  and  we  would  keep  our  price  for  refined  the 
same. 

Senator  Jones.  How  much  was  there  of  the  Cuban  sugar  supply 
still  remaining? 

Mr.  Sfrbckeub.  At  that  time  ? 

Senator  Jones.  At  the  tinle  of  this  controversy  between  you  and 

Mr.  Rolph? 

Mr.  Sfreckels.  Seventy  thousand  tons  available  at  that  time  in 

Cuba. 

Senator  Jones.  Do  you  know  anything  as  to  whether  or  not  this 
was  being  held  by  speculators  at  the  time? 

Mr.  Sfreckels.  I  have  no  knowledge  to  that  effect,  sir. 

Senator  Jones.  What  price  did  they  demand  for  that  sugar — ^the 
people  who  did  own  it? 

Mr.  Sfreckels.  Seven  cents,  I  think  it  was;  10  cents  a  hundred 

pounds  higher. 

Senator  Jones.  Ten  cents  a  hundred  pounds  higher? 

Mr.  Sfreckels.  Yes. 

Senator  Jones.  Now,  even  to  have  bought  that  sugar  and  to  have 
paid  that  additional  10  cents  a  hundred  pounds,  it  would  not  have 
been  necessary,  would  it,  for  you  to  offer  it  at  cost,  or  without  a  profit  ? 

Mr.  Sfreckels.  We  possibly  would  have  made  still  a  profit  at  it; 
but  I  was  willing  to  pay  even  a  higher  price  than  that  and  satisfy 

the  trade. 

Senator  Jones.  At  that  particular  time,  I  believe  you  stated 
a  while  ago  that  you  were  oversold;  is  that  correct? 

Mr.  Sfreckels.  Yes,  sir. 

Senator  Jones.  What  do  you  mean  by  "oversold"? 

Mr.  Sfeeohjbls.  We  had  made  sales  to  the  extent  of  20,000  bags; 
approximately  1,000  tons. 

Senator  Jones.  And  to  whom  were  those  sales  made? 

Mr.  Sfreckels.  To  various  parties  through  the  country. 

Senator  Jones.  They  were  not 

Mr.  Sfreckels.  It  was  a  matter  of  miscalculation.  We  sell  our 
sugars  approximately,  and  we  will  have  so  much  sugar 
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Senator  Jones.  It  was  not  an  overselling  on  any  exchange,  so  as 
to  be  what  is  ordinarily  called^'  short "  ? 

Mr.  Spjreckels.  No  ;  we  do  not  operate  on  any  exchange. 

Senator  Jones.  You  stated  at  that  time  that  you  were  willing  to 
operate  your  refinery  without  a  profit,  until  the  close  of  the  war. 

Mr.  Spreckels.  Yes. 

Senator  Jones.  What  was  the  occasion  of  that  proffer? 

Mr.  Spreckels.  I  said  that  if  it  was  determined  by  the  Food  Ad- 
ministration, if  all  the  refiners  were  willing  to  operate  without  profit 
tor  patriotic  reasons,  we  would  do  likewise. 

Senator  Jokes.  What  was  the  occasion  for  making  that  kind  of 
proffer?  Had  anybody  made  a  request  that  you  operate  without  a 
profit? 

Mr.  Spreckels.  No.  We  wanted  to  show  our  willingness  to  do 
anything  to  help  the  Food  Administration;  whatever  they  deter- 
mined for  us  to  do. 

Senator  Jones.  Was  that  offer  made  with  a  view  to  induce  this 
committee  to  allot  to  vou  a  part  of  the  sugar,  so  that  you  might  cover 
your  short  contracts? 

Mr.  Spreckeijs.  Oh,  no.  That  offer  was  made  far  in  advance  of 
that,  when  I  offered  to  operate  during  the  period  of  the  war  without 
profit. 

Senator  Jones.  You  simply  repeated,  then,  in  these  letters  and 
your  telegram  what  you  had  previously  offered  in  that  regard? 

Mr.  Spreckels.  Yes;  I  offered  that  definitely,  without  any  ques- 
tion as  to  what  others  would  do;  that  we  were  willing  to  maintain 
the  price  and  keep  our  price  to  the  consumer,  no  matter  what  we 
paid  for  the  sugar. 

Senator  Jones.  Now,  aside  from  this  shortage  of  1,000  tons  in 
your  contracts 

Mr.  Spreckels.  In  other  words,  enough  to  keep  our  plants  busy 
for  12  hours.  Our  capacity  was  2,000  tons  and  we  were  1,000 
tons  short. 

Senator  Jones.  As  to  the  Cuban  supply ;  I  understand  you  this 
morning  to  say  that  would  only  have  run  all  the  refineries  which 
were  closed  down  for  a  period  of  10  days  if  you  had  gotten  it  all; 
and  if  that  be  so,  in  what  period  of  time  would  you  have  been  re- 
quired to  close  down,  anyway  ? 

Mr.  Spreckels.  I  did  not  know  that  it  was  quite  so  much.  I  did 
not  take  into  consideration  some  of  the  other  ports.  There  were 
70,000  tons  available  down  in  Cuba.  That  would  cover  possibly  two 
weeks — 10  days — but  there  were  other  sugars  which  were  available 
from  Peru,  from  other  ports,  which  we  might  have  obtained,  but 
the  shipment  was  deferred.    They  did  not  send  it  on. 

The  Chairman.  May  I  ask  a  question  at  that  point?  If  you  had 
gotten  the  70,000  tons  from  Cuba  and  this  other  available  sugar,  and 
it  had  been  refined  and  put  onto  the  American  market,  what  would 
have  been  the  result  with  reference  to  this  shortage? 

Mr.  Spreckels.  About  500,000  barrels  of  sugar. 

The  Chairman.  What  effect  would  that  have  had  on  the  shortage? 
Would  it  have  filled  the  gap  ? 

Mr.  Spreckels.  That  would  have  about  filled  the  gap. 

Senator  Jones.  Why  was  it  you  did  not  get  the  sugar  from  Peru  ? 
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Mr.  Spm:ckels.  We  were  not  permitted  to  buy  any  sugar  excepting 
through  the  International  Committee,  and  they  did  not  choose  to 
buy  it. 

Senator  Joises.  For  what  reason,  do  you  know  ? 

Mr.  Spreckfxs.  We  were  under  an  agreement  with  the  Food  Ad- 
ministration. 

Senator  Jones.  But,  I  mean,  for  what  reason  did  they  not  buy  it? 

Mr.  Spreckei^.  Did  they  not  buy  it  ? 

Senator  Jones.  Yes;  did  the  commission  not  buy  it? 

Mr.  Spreckels.  I  do  not  know. 

Senator  Jones.  Have  you  made  inquiry? 

Mr.  Spreckels.  No. 
*  Senator  Jones.  How  much  was  there  of  that  sugar  ? 

Mr.  Spreckels.  I  could  not  say  offhand.  I  can  supply  that.  I 
will  be  very  glad  to  do  it. 

Senator  Jones.  Then,  for  the  sake  of  getting  your  share  of  the 
70,000  tons  of  sugar  in  Cuba  at  an  advanced  price  of  10  cents  a  hun- 
dred pounds,  you  were  willing  to  operate  without  profit  on  all  sugars? 

Mr.  Spreckels.  On  all  sugars. 

Senator  Jones.  But  the  reason  given  why  you  were  not  permitted 
that  extra  10  cents  a  hundred  pounds  for  the  Cuban  sugar  was  that 
they  did  not  want  the  price  which  had  been  fixed  by  the  administrator 
or  the  committee  upset,  was  it  not?  In  other  words,  they  wanted  to 
g^ve  the  Cuban  sugar  owners  to  understand  that  they  were  able  to 
cope  with  the  situation  and  fix  the  price  on  Cuban  sugar;  was 
that  it? 

Mr.  Spreckei*s.  Partly  so.  Perhaps  that  is  what  they  had  in  mind ; 
and  Mr.  Rolph's  letter  speaks  for  itself.  His  letter  says  they  want 
to  protect  those  Hawaiian  sugars.  He  does  not  want  to  pay  the 
enhanced  price  on  the  other  sugars  which  were  under  contract,  and 
the  price  of  which  had  not  been  fixed,  and  the  price  of  which  was  to 
be  fixed  on  the  basis  of  Cuban  sugars. 

Senator  Jones.  You  speak  of  protecting  the  Hawaiian  sugars. 
That  did  not  relate  solely  to  the  protection  of  the  refining  company 
which  had  contracted  for  that  sugar,  did  it  ? 

Mr.  Spreckels.  Altogether. 

Senator  Jones.  Altogther?  Would  it  not  have  affected  the  price 
to  the  consumer? 

Mr.  Spreckels.  That  would  depend  entirely  upon  the  actions  of 
the  National  Sugar  Refining  Co.  Thej  would  determine  that.  If 
they  wanted  to  make  their  full  differential  of  $1.30,  and  would  not  do 
as  we  did,  it  would  enhance  the  price  of  the  sugar  to  the  consumer. 

Senator  Jones.  But  it  had  been  decided  that  a  differential  of  $1.30 
was  a  reasonable  one? 

Mr.  Spreckels.  Yes. 

Senator  Jones.  And  you  entered  into  that  arrangement? 

Mr.  Spreckels.  Yes. 

Senator  Jokes.  And  thought  it  was  reasonable,  did  you  not  ? 

Mr.  Spreckels.  Yes. 

Senator  Jones.  Now,  assuming  that  to  be  a  reasonable  differential, 
if  they  had  permitted  the  Hawaiian  sugar  grower  to  increase  the 
price  10  cents  a  hundred  pounds,  then  the  price  of  the  refined 
sugar  would  have  had  to  be  increased  to  the  consumer,  if  you  per- 
mitted this  reasonable  differential,  would  it  not? 
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Mr.  Spreckels.  Yes;  if  they  chose  to  avail  themselves  of  it — of 
the  necessities  of  the  consumer.  We  did  not  want  to  take  advantage^ 
so  far  as  we  were  concerned,  of  the  necessity  of  the  consumer  by  ex- 
acting a  further  price.  We  might  have  been  permitted  to  do  so,  but 
we  preferred  not  to. 

Senator  Jones.  You  were  willing  to  make  a  loss? 

Mr.  Spreckels.  If  necessary. 

Senator  Jones.  If  necessary  ? 

Mr.  Spreckels.  Yes. 

Senator  Jones.  To  protect  the  consumer? 

Mr.  Spreckels.  The  consumer  and  our  labor.  I  did  not  want  to 
have  my  men  out  of  employment. 

Senator  Jones.  But  it  the  sugar  refining  business  was  to  proceed 
with  a  reasonable  profit,  a  profit  which  youliad  decided  was  a  reason- 
able one,  if  the  price  of  this  70,000  tons  of  Cuban  sugar  had  in- 
creased 6  cents  a  hundred  pounds,  then  it  would  have  become 
necessary,  if  the  transaction  were  to  continue  upon  a  fair  basis,  to 
increase  the  cost  to  the  consumers  of  the  countrv  10  cents  a  hundred 
pounds  on  all  the  sugars,  would  it  not  ? 

Mr.  Spreckels.  It  would. 

Senator  Jones.  And  that  is  the  reason  why,  aloiijg  with  this  pro- 
tection of  the  American  Sugar  Refining  Co.  to  which  you  have  re- 
ferred, Mr.  Bolph  and  Mr.  Hoover  decided  that  they  aid  not  want 
to  permit  you  to  pay  this  higher  price  for  that  70,000  touh  of  Cuban 
sugar,  is  it  not? 

Mr.  Spreckels.  Yes. 

The  Chairman.  And  did  they  succeed  in  breaking  the  spirit  of  the 
Cuban  sugar  refiner  and  making  him  surrender,  or  did  he  sell  his 
sugar  to  somebody  else? 

Mr.  Spreckles.  He  sold  his  sugar  elsewhere  at  a  higher  price. 

The  Chairman.  If  this  sugar liad  been  obtained  for  our  markets, 
even  at  a  slightly  increased  cost  to  the  consumer,  what  is  your 
opinion  as  to  whether  the  people  would  have  preferred  to  pay  the 
slightly  increased  cost,  or  to  have  done  without  sugar? 

Mr.  Spreckels.  My  judgment  is  that  they  would  rather  have  paid 
the  10  cents  a  hundred  pounds  and  had  the  sugar,  than  to  have  had 
a  price  without  the  sugar. 

Senator  Vardaman.  Did  you  not  agree,  if  you  were  permitted  to 
pay  that  10  cents  a  hundred  pounds  extra,  that  you  would  not  in- 
crease the  price  to  the  consmner? 

Mr.  Spreckels.  So  far  as  our  company  was  concerned,  we  did. 

Senator  Vardaman.  Would  you  not  nave  made  a  very  fair  profit 
on  the  manufacture  of  the  article? 

Mr.  Spreckels.  We  would. 

Senator  Vardaman.  Even  at  $1.20? 

Mr.  Spreckels.  Yes. 

The  Chairman.  $1.30. 

Senator  Vardaman.  He  was  getting  $1.80,  but  even  at  $1.20? 

Mr.  Spreckels.  Yes. 

Mr.  Vardaman.  You  would  not  have  lost  anything  on  the  transac- 
action,  nor  would  any  other  f^finer  have  lost  anjrthing? 

Mr.  Spreckels.  No,  sir. 
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Senator  Jones.  I  misunderstood  you  this  morning,  evidently,  and 
I  would  like  to  have  it  made  clear  now.  This  70.000  tons  of  Cuban 
suear,  did  any  of  that  ultimately  come  into  the  United  States! 

Mr.  Spb£CK£ij3.  About  one-half  of  it.  I  think  less  than  one-half; 
about  one-half,  or  less  than  half. 

Senator  Jones.  At  what  price? 

Mr.  Spreckels.  At  $6.90. 

Senator  Jones.  At  the  $6.90  price? 

Mr.  Spreckeus.  Yes. 

Senator  Jones.  That  is  what  I  understood  you  to  say  this  morning; 
that  ultimately  those  people  did  decide  to  take  the  price  at  $6.90. 

Mr.  Spreckels.  They  did. 

Senator  Jones.  Why  did  they  sell  any  of  it  in  the  United  States  at 
$6.90  if  they  sold  any  of  it  at  a  higher  price;  why  did  they  not 
sell  all  of  it  at  a  higher  price? 

Mr.  Spreckels.  i  ou  will  have  to  ask  them ;  I  do  not  know. 

The  Chairman.  When  did  that  balance  of  the  Cuban  sugar  finally 
get  to  this  country  ? 

Mr.  Spreckels.  There  is  a  part  of  it  en  route  now.  It  has  been 
coming  along  spasmodically  and  in  small  parcels. 

The  Chairman.  Did  it  get  in  in  time  to  supply  the  deficiency  in 
the  market? 

Mr.  Spreckels.  Two  cargoes  arrived  here.  $6.90  was  paid  for  it — 
two  cargoes — that  was  sold  to  the  trade. 

The  Chairman.  It  reached  the  trade? 

Mr.  Spreckels.  It  reached  the  trade,  and  it  reached  it  at  a  higher 
price  than  the  sugar  that  was  sold — ^two  cargoes  of  sugar  were  mider 
ofTer  to  the  international  committee  at  $6.90.  The  party,  for  some 
reason  or  other,  received  his  confirmation  too  late.  I  only  repeat  what 
he  told  me.  He  received  his  confirmation  along  about  6  o'clock  in  the 
evening.  The  following  morning  he  offered  it  to  them  at  $6.90  and 
notifiea  them  that  he  had  the  connrmation  of  the  two  cargoes  of  sugar 
which  they  had  treated  of.    They  declined  to  take  them. 

The  Chairman.  Wait  just  a  minute.  You  are  talking  about  this 
and  using  the  sugar  terms,  etc.  Two  cargoes  of  Cuban  sugar  were 
offered  to  whom? 

Mr.  Spreckels.  To  the  international  committee. 

The  Chairman.  By  whom? 

Mr.  Spreckels.  A.  H.  Lamborn  &  Co. 

The  Chairman.  Who  are  they? 

Mr.  Sprsckels.  He  is  a  sugar  broker. 

The  Chairman.  And  he  ottered  that  to  the  international  committee 
at  $6.90— this  sugar  broker? 

Mr.  Spreckels.  Yes. 

The  Chairman.  What  happened? 

Mr.  Spreckels.  They  declined  it. 

The  Chairman.  Who  declined  it? 

Mr.  Spreckels.  The  international  committee. 

The  Chairman.  Now,  proceed. 

Mr.  Spreckels.  That  left  the  sugar  broker,  who  had  committed 
himself  for  two  cargoes  of  sugar,  with  that  sugar. 

The  Chairman.  What  did  that  amount  to — ^two  cargoes  of  sugjar? 

Mr.  Sfbeckels.  Half  a  million  dollars. 
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The  Chairman.  That  left  the  sugar  on  his  hands  ? 

Mr.  Spreckels.  That  left  the  sugar  on  his  hands.  He  came  over 
to  my  office  wildly  excited  and  did  not  know  how  to  finance  it.  His 
cargo  was  loading  and  coming  along.  I  said  to  him  that  I  would  be 
perlectly  willing  to  finance  it  for  him,  because  I  would  not  have  him 
fail,  and  I  would  take  care  of  it  until  an  adjustment  could  be  made 
and  this  cargo  was  sold.  He  went  back  to  his  office,  and  within  15 
minutes  after,  Mr,  Mott,  an  ex-employee  of  the  American  Sugar  Re- 
fining Co.,  who  now  looks  after  the  buying  for  the  international  com- 
mittee, went  to  his  office  and  offered  him  25  cents  a  hundred  pounds 
less  than  what  the  established  price  was  which  they  were  paying.  He 
deelined  it.  He  felt  secure  in  the  position  that  these  cargoes  would 
be  coming  along  and  they  would  sometime  be  needed,  anyhow ;  and 
the  next  thing  I  heard  of  him  was  that  he  had  sold  these  two  cargoes. 
One  was  destined  to  Baltimore,  to  C.  D.  Kenny  &  Ck).,  sugar  mer- 
chants, and  the  other  cargo  he  had  sold  to  the  Great  Atlantic  & 
Pacific  Tea  Co.  He  sold  that  at  an  advance  of  25  cents  over  the  price 
fixed  by  the  international  committee,  instead  of  25  cents  below,  and 
they  paid  him  $7.15  per  hundred  pounds. 

The  Chadiman.  Who  paid  that — ^the  Great  Atlantic  &  Pacific 
Tea  Co.? 

Mr.  Spreckels.  C.  D.  Kemiy  and  the  Great  Atlantic  &  Pacific 
Tea  Co. 

Senator  Jones.  Was  that  a  violation  of  their  contract  with  the 
food  administration? 

Mr.  Spreckels.  They  had  no  contract. 

The  Chairman.  They  were  not  refiners? 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  Was  that  raw  sugar? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  How  could  they  handle  that  raw  sugar? 

Mr.  Spreckels.  The  Great  Atlantic  &  Pacific  Tea  Co.  have,  I  be- 
lieve, 3,600  stores  throughout  the  country.  They  were  without 
sugar.  Sugar  was  not  obtainable.  They  concluded,  rather  than 
have  the  public  do  without  sugar,  that  they  would  dole  it  out  in  the 
state  of  raw  sugar.  It  was  then  that  I  suggested  that  it  was  possi- 
ble to  refine  that  sugar  and  not  put  it  out  in  raw  sugar;  that  I  did 
not  think  it  was  a  wise  thing  for  the  public  to  be  forced  to  eat  raw 
sugars.  It  was  suggested  that  we  mignt  get  these  two  cargoes  back 
and  have  them  refined  on  the  toll  basis.  I  explained  it  to  Mr. 
Rolph.  I  told  him  that  I  thought  it  was  an  error  that  raw  sugars 
should  be  put  out  in  that  way,  that  the  consuming  public  should 
have  to  come  in  and  buy  raw  sugars  instead  of  refined,  and  it  was 
not  in  my  judgment  a  good  thing  for  the  Food  Administration  to 
force  them  to  do  that.  They  were  glad  to  get  the  cargoes  back  and 
have  them  refined  on  the  toll  basis.  I  had  a  conference  with  the 
buyers,  and  said  I  would  refine  it  for  $1.30  if  I  had  the  permission  to 
do  so  from  the  Food  Administration.  Thej  got  permission  from 
Mr.  Rolph,  and  he  said  that  under  the  circumstances  he  would 
allow  us  to  refine  these  sugars  on  the  toll  basis. 

Senator  Jones.  On  the  toll  basis  of  $1.30? 

Mr.  Spreckels.  Yes. 

Senator  Jones.  That  made  the  cost,  then,  to  the  Great  Atlantic  & 
Pacific  Tea  Co.  what? 
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Mr.  Spreckels.  It  made  it  $8.45  to  the  tea  company. 
Senator  Jones.  -\nd  at  what  price  did  the  tea  company  sell  that 
to  the  consumer? 

Mr.  Spreckels.  1  do  not  Icnow  what  they  are  selling  it  at;  but  in- 
stead of  our  price  they  had  taken  that  in  at  $6.y0,  and  added  $1.30 
to  it ;  we  would  have  sold  that  sugar  to  them  at  $8.20  instead  of  $8.45, 
which  they  had  to  pay  for  it. 
Senator  Jones.  You  mean  $8.15  ? 

Mr.  Spreckels.  No,  $1.30  plus  $6.90.    It  was  offered  at  $6.90  to 
the  sugar  committee,  plus  $1.20. 

The  Chairman.  Instead  of  the  consumer  getting  it  at  $8.20 

Mr.  Spreckels.  He  had  to  psj  $8.45  for  it. 
The  Chairman.    Provided  it  was  sold  without  any  margin? 
Mr.  Spreckels.  That  is  what  the  Great  Atlantic  &  PaciSc  Tea  Co. 
paid  us  for  it. 

The  Chairman.  They  paid  you  ? 

Mr.  Spreckels.  Yes.  The  Warner  Sugar  Refining  Co.  took  one 
cai^o  and  we  took  the  other. 

The  Chairman.  The  Federal  Sugar  Refining  Co.  refined  one  cargo 
that  went  to  Baltimore? 

Mr.  Spreckels.  Yes;  but  it  was  diverted  and  sent  on  instead. 
The  Chairman.  And  is  that  the  way  this  Great  Atlantic  &  Pa- 
cific Tea  Co.  got  the  sugar  that  they  have  been  supplying? 
Mr.  Spreckels.  That  is  where  they  got  it. 

The  Chairman.  By  getting  that  sugar  in  that  way,  do  you  know 
whether  they  have  haciany  rule  or  regulation  about  how  they  have 
sold  it? 

Mr.  Spreckels.  I  know  nothing  of  it. 

The  Chairman.  Whether  other  goods  had  to  be  bought  in  order 
to  ffet  it? 

Mr.  Spreckels.  I  do  not  know  about  that. 

Senator  Kenton.  Do  you  know  how  much  sugar  we  have  turned 
over  to  France  this  last  year? 
Mr.  Spreckels.  To  France? 

Senator  Kenton.  Yes.  One  hundred  thousand  tons,  is  it  not?  If 
you  do  not  know,  I  will  not  ask  vou  that ;  but  you  do  know  that  a 
considerable  amount  of  sugar  has  oeen  turned  over  to  France? 

Mr.  Spreckels.  Yes:  and  a  lot  of  sugar,  I  think,  has  not  been 
turned  over  to  France. 

Senator  Ken  yon.  Yes;  but  do  you  know  whether  or  not  that  has 
had  anything  to  do  with  this  shortage? 
Mr.  Spreckels.  No,  sir. 
Senator  Ejenyon.  You  think  it  has  not? 

Mr.  Spreckels.  No,  sir ;  not  so  far  as  this  country  is  concerned. 
The  Chairman.  I  suggest  that  the  committee  have  a  short  execu- 
tive session  for  a  conrerencCj  and  then  that  we  adjourn  until  to- 
morrow morning.  Senator  Kenyon  has  asked  to  call  Mr.  Spreckels 
about  the  sugars  that  have  gone  to  France,  and  you  might  get  those 
figures  for  him  to-morrow. 

The  committee  will  now  adjourn. 

(Whereupon,  at  4.46  o'clock  p.  m..  the  subcommittee  adjourned 
until  10.30  o'clock  a.  m.  to-morrow,  Saturday,  Deceml>er  15, 15)17.) 
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aATXJBBAT,  DXCEXBEB  15.  1917. 

r 

United  States  Senate, 

SuBCX)MMITrEE  OF  TUB  CoMMITTEB  ON  MANUFACTURES, 

Washington,  D.  C. 

The  subcommittee  met,  pursuant  to  adjouniment,  at  10.30  o'clock 
a.  m.,  in  the  room  of  the  Committee  on  Inaian  Affairs,  Capitol,  Sena« 
tor  James  A.  Reed  presiding. 

Present:  Senators  Beed  (chairman),  Yardaman,  Jones  of  New 
Mexico,  Lodge,  and  Kenyon. 

The  Chairman.  With  reference  to  the  request  that  the  Food  Ad- 
ministration be  permitted  to  be  represented  by  counsel,  and  that 
counsel  be  permitted  to  cross-examine  witnesses,  the  view  of  the  com- 
mittee, which  is  unanimous,  is  that  the  ordinary  custom  of  com- 
mittees should  be  followed  in  this  case.  That  custom  is  that  the  com- 
mittee conduct  the  examination  throughout,  but  the  committee  will 
be  ^lad  to  investigate  any  question  touching  the  matters  of  inquiry 
which  may  be  suggested  to  the  committee  by  the  Food  Administration 
or  by  any  official  of  the  Government,  or  by  any  other  party  having 
information  of  value,  and  the  counsel  of  the  Food  Admmistration  or 
any  of  these  other  parties  can  make  suggestions  either  to  the  com- 
mittee or  to  any  member  of  the  committee,  and  the  matter  will  be  as 
fully  gone  into  as  the  committee  deems  proper  and  necessary. 

Mr.  LiNDiiEY.  Mr.  Chairman,  may  I  ask  one  question  as  to  the 
interpretation  of  that  statement?  Does  that  mean  that  the  repre- 
sentation or  suggestion  should  be  made  to  the  committee  publicly  or 
to  any  member  of  the  committee  privately? 

The  Chairman.  Any  question  that  it  is  desired  to  have  asked  or 
any  suggestion  as  to  an^  lines  of  investigation  may  be  made  to  the 
committee  publicly,  or  it  may  be  made  to  any  member  of  the  com- 
mittee privately.  We  desire  to  permit  the  fullest  possible  opportunity. 
Or  it  may  be  made  in  writing. 

TESTIKOHT  OF  HB.  CLATTS  A.  SPBECKELS,  PSESISENT  OF  THE 
FEDEKAL  SUGAB  BEFIHIirO  CO.,  NEW  YOKE  CITY— Sesimed. 

The  Chairman.  Mr.  Spreckels,  on  yesterday  you  spoke  of  the  con- 
nection of  soine  of  the  gentlemen  now  associated  with  the  Food  Ad- 
ministration, in  the  sugar  department,  with  refiners.  You  spoke  of 
Mr.  Babst,  Mr.  Bolph,  and  Mr.  Jamison.  Are  there  other  men  with 
the  sugar  department  of  the  Food  Administration  who  have  had 
previous  connection  with  the  sugar  refineries  ? 

Mr.  Spreckels.  There  are  a  great  many. 

The  Chairman.  Can  you  name  any  of  themt 
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Mr.  Spreckels.  Yes.    There  is  Mr.  Mott. 

The  Chairman.  What  is  his  present  connection  with  the  Food 
Administration? 

Mr.  Spreckels.  Arranging  for  the  purchase  of  sugars  for  the  in- 
ternational committee. 

The  Chairman.  Do  you  know  who  pays  his  compensation;   to 
whom  it  is  assessed? 

Mr.  Spreckels.  It  is  assessed  to  all  of  the  parties  in  interest  who 
receive  sugar  from  the  international  committee. 

The  Chairman.  That  is  all  of  the  refiners? 

Mr.  Spreckels.  Yes. 

The  Chairman.  For  whom  did  Mr.  Mott  work  immediately  before 
he  assumed  this  position? 

Mr.  Spreckels.  He  was  the  buyer  for  the  American  Sugar  Refin> 
ing  Co. 

The  Chairman.  Who  is  Mr.  Gibson? 

Mr.  Spreckels.  He  is  Mr.  Babst's  private  secretary,  I  believe.  He 
is  now  secretary  of  the  international  committee. 

The  Chairman.  Do  you  know  what  salary  he  gets? 

Mr.  Spreckels.  $5,000  a  year,  I  believe. 

Senator  Lodge.  Is  that  a  Government  salary? 

Mr.  Spreckels.  No;  that  is  paid  by  the  parties  in  interest  who 
receive  the  sugar. 

Senator  Kenton.  What  was  his  salary  before  he  took  this  position? 

Mr.  Spreckels.  I  do  not  know. 

Senator  Vardaman.  Before  you  go  further,  I  wish  you  would 
'state  who  pays  the  salary. 

Mr.  Spreckels.  It  is  paid  by  all  the  parties  who  receive  raw  sugars 
from  the  international  committee. 

Senator  Vardaman.  The  refiners? 

Mr.  Spreckels.  Yes.  It  will  be  assessed  in  proportion  to  the  ton- 
jiage  received  by  each  refiner. 

The  Chairman.  Who  is  Mr.  Hooker? 

Mr.  Spreckels.  I  hardly  know  how  to  classify  him.  except  to  say 
that  he  is  a  sort  of  steering  committee  of  one,  who  has  nis  omce  there, 
and  before  you  can  reach  anybody  in  the  building  you  are  supposed 
to  apply  to  Mr.  Hooker,  who  will  give  you  permission  to  see  whom- 
ever you  wish  to  see  in  the  building. 

The  Chairman.  Of  what  building  are  you  speaking? 

Mr.  Spreckels.  Ill  Wall  Street. 

The  Chairman.  What  is  that  building? 

Mr.  Spreckels.  It  is  a  building  occupied  in  part  by  Arbuckle 
Bros.,  by  the  American  Molasses  Co.,  and  the  Food  Administration. 

The  Chairman.  Is  Mr.  Hooker  connected  with  the  Food  Adminis- 
tration in  the  way  you  have  spoken  of? 

Mr.  Spreckels.  Yes. 

Mr.  Chairman.  So  that  if  you  wish  to  go  there,  or  anyone  else,  to 
see  any  of  the  men  connected  with  the  sugar  end  of  the  Food  Ad- 
ministration, you  go  to  Mr.  Hooker  to  get  permision  to  do  it?     Is 

that  it? 

Mr.  Spreckels.  Personally,  I  would  not.  Of  course,  I  would  go 
to  my  committee,  being  a  member  of  the  refiners'  committee,  but  any- 
one else  going  there  must  go  to  him  first.    It  was  also  my  experience 
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at  one  time  to  be  stopped  by  one  of  the  watchman  on  the  floor.  They 
have  a  number  of  watchmen  also,  former  employees  of  the  American 
Sugar  Refining  Co.,  and  I  was  stopped  by  one  of  them  in  the  hallway. 

The  Chaibivian.  Was  Mr,  Hooker  formerly  in  the  employ  of  the 
American  Sugar  Refining  Co.? 

Mr.  Spreckels.  Yes;  I  was  told  by  the  watchman,  the  officer,  that 
I  must  first  receive  permision  from  Sir.  Hooker. 

The  Chairman.  To  what  extent  are  employees  there  who  were 
formerly  in  the  employ  of  the  American  Sugar  Refining  Co.,  in  a 
general  way? 

Mr.  Spreckels.  Recently  they  put  in  a  few  others,  but  practically 
every  one  in  the  building  was  connected  formerly  with  the  American 
Sugar  Refining  Co. — stenographers,  secretaries,  watchmen.    /^,i^     < 

The  Chairman.  Have  you  had  up  the  question  of  the  propriety  of 
men  acting  on  these  important  committees  fixing  prices  and  making 
contracts  when  they  are  themselves  interested  in  the  result  of  those 
contracts  or  of  the  prices  fixed  ?  Have  you  had  that  question  up  with 
Mr.  Hoover. 

Mr.  Spreckels.  I  had  the  question  up  with  Mr.  Hoover  and  I  told 
him 

The  Chairman.  I  am  just  going  to  ask  you  to  i)lease  state  the 
circumstances,  and  if  you  nave  any  correspondence  with  reference  to 
it,  you  can  produce  it 

Mr.  Spreckels.  I  have  nothing  in  the  way  of  correspondence,  but 
I  came  to  Washington  personally  and  I  told  Mr.  Hoover  that  I 
thought  it  was  an  error  of  judgment  to  place  any  refiner  on  the  inter- 
national committee.  That  would  include  myself,  for  at  one  time 
they  had  considered  placing  me  on  that  committee.  I  told  him  I 
thought  it  was  an  error  of  judgment  because  they  might  do  things 
they  ought  not  to  do;  they  might  have  a  selfish  interest,  and  they 
ought  to  be  like  Caesar's  wife,  beyond  suspicion.  That  was  my  judg- 
ment, and  it  is  to-day. 

The  Chairman.  The  point  I  am  trying  to  get  at  is  a  matter  that 
came  out  in  conversation  with  you  when  1  was  asking  you  about  the 
matter.  You  spoke  about  being  asked  yourself  to  serve  on  a  com- 
mittee fixing  the  price  of  sirups  or  something  of  that  sort. 

Mr.  Spreckels.  Yes. 

The  Chairman.  Tell  us  about  that. 

Mr.  Spreckels.  I  was  invited  to  a  conference  called  by  Mr.  Rolph 
at  which  all  those  interested  in  sirups  and  molasses  were  to  be  present. 

The  Chairman.  About  when  was  that  conference? 

Mr.  Spreckels.  I  can  give  you  the  exact  date.  It  was  on  Decem- 
ber 5,  in  the  afternoon. 

The  Chairman.  What  took  place  at  the  conference  ? 

Mr.  Spreckels.  There  was  a  general  discussion,  but  they  con- 
cluded they  could  get  nowhere  unless  they  appointed  a  committee. 

The  Chairman.  What  was  the  discussion  about  ? 

Mr.  Spreckeub.  Fixing  the  different  prices  for  different  grades 
of  sirups,  where  one  sirup  should  sell  at  one  price  and  one  sirup  at 
another  price,  and  so  on. 

The  Chairman.  Do  the  refiners  produce  these  sirups? 

Mr.  Spreckels.  Yes,  they  produce  sirups  and  molasses:  and  at  the 
conclusion  Mr.  Rolph,  turning  to  me,  asked  if  T  would  accept  the 
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chairmanship  of  such  a  comnuttet'.  I  immediately  replied  that  I 
would,  his  only  request  being  that  I  would  place  upon  that  com- 
mittee Judge  liilling  of  Louisiana.  That  was  late  in  the  afternoon. 
During  the  night,  and  thinking  the  matter  over,  I  thought  it  was 
not  proper  for  me  to  act  on  that  committee  and  appoint  that  com- 
mittee. He  suggested  a  coimnittee  of  from  five  to  seven.  I  imme- 
diately wrote  early  in  the  morning  the  following  letter  to  Mr.  Kolph. 

The  CirAiRMAx.  You  may  read  it,  if  you  please. 

Mr.  Sprkckel-s.  That  letter  is  as  follows  [reading] : 

Exhibit  No.  14. 

Geokuk  N.  UoLiMi.  irt  rharffv  of  ^nffttr  DivUiun,  VniUd  State*  Food  AdtninUtra- 
tion.  111.  ^\'all  Street. 

Dkar  Sir:  When  yesterday  I  iisseiitecl  to  y«mr  suKjcwtlon  of  accepting  the 
chairmanship  of  a  committee  to  recommend  to  Mr.  Hoover  a  price  at  which 
sirups  and  molasses  should  be  sold  in  the  I'^nited  States,  I  had  only  In  mind 
serving  the  P'ood  Administration,  but  in  thinking  the  matter  over  I  have  come 
to  the  conclusion  that  it  would  be  ^vrong  for  me  to  serve,  for  the  reason  that  I 
am  an  Interesteil  party.  If  I  may,  I  would  suggest  that  yon  appoint  an  entirely 
disinterested  committee  who  could  take  testimony  of  the  various  interests  and 
make  an  impartial  report  to  Mr.  Hoover.  Regretting  that  I  can  not  serve 
under  the  circumstances,  I  am, 

The  Chairman.  What  was  done  then  about  the  appointment  of 
that  committee? 

Mr.  Sprecket^.  Mr.  Rolph  rung  me  up  at  5  o'clock  on  December  6, 

the  same  day,  and  he  said  that  he  regretted  that  I  had  taken  that 

position  of  not  serving.    I  reiterated  to  him  over  the  phone  that  it 

was  impossible,  that  I  did  not  feel  I  should  sit  there  in  judgment 

of  myself.    I  understand  now  another  committee  has  been  formed, 

with  Judge  Milling  as  the  chairman.    Beyond  that  I  know  nothing. 

The  Chairman.  You  do  not  know  who  compose  that  committee? 

JM[r.  Spreckels.  I  do  not. 

r'  The  Chairman.  While  we  are  upon  this  theme,  I  would  like  to 

I  ask  you  now  who  fixed  the  differential  of  $1.30  that  was  to  be  paid 

to  the  sugar  refiners?    I  mean,  to  put  it  in  plain  language,  who  fixed 

the  price  that  the  sugar  refiners  were  to  receive,  for  their  work  and 

for  their  profit,  at  $1.30? 

Mr.  Spreckels.  That  was  fixed  bv  mutual  consent  between  Mr. 
Solph  and  all  the  refiners. 
The  Chairman.  Mr.  Rolph  is  a  refiner? 
Mr.  Spreckels.  He  is. 

The  Chairman.  The  refiners  then  got  together  and  fixed  this 
price? 

Mr.  SpRECKja^s.  Each  one  made  a  suggestion  as  to  what  it  ought 
to  be. 

The  Chairman.  They  got  together  and  agreed  on  the  amount  of 
profit  they  were  to  exact  on  their  business.    Was  anybody  there  to 
renresent  the  consumers? 
Mr.  Spreckels.  No. 
I       The  Chairman.   Was  anybody  there  to  represent  the  wholesale 
I    trade  in  sugar? 

I        Mr.  Spreckels.  No.    There  were  present  only  the  refiners. 
I        The  Chairman.  When  it  came  to  fixing  the  price  of  Cuban  sugar, 
who  was  it  that  was  there  to  represent  this  country? 
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Mr.  Sfreckels.  The  international  committee  fixed  that. 

The  Chaibman.  Two  of  those  gentlemen  were  Englishmen,  and 
they  were  not  in  the  sugar  business. 

Mr.  Spreckels.  One  is  a  sugar  merchant. 

The  Chairman.  But  not  a  sugar  refiner? 

Mr.  Spreckels.  No.    The  other  gentleman  is  a  capitalist. 

The  Chairman.  The  three  men  who  represented  America,  how- 
ever, were  Mr.  Rolph,  Mr.  Babst,  and  Mr.  Jamison? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Are  they  all  sugar  refiners? 

Mr.  Spreckels.  All. 

The  Chairman.  So  they  fixed  the  price  at  which  they  were  to 
buy.  and  they  also  fixed  the  jmce  at  which  they  were  to  sell? 

Mr.  Spreckels.  No  ;  they  did  not  fix  the  price  at  which  they  were 
to  sell. 

The  Chairman.  I  mean  the  sugar  refiners  fixed  the  price  at  which 
they  were  to  sell. 

Mr.  Sprecxeus.  Ye& 

The  Chairman.  And  these  three  refiners,  in  connection  with  the 
Snglishmen,  fixed  the  price  at  which  they  were  to  buy  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Was  any  one  there  to  represent  the  people  on 
that  purchase  price  fixing? 

Mr.  Spreckels.  No,  sir.  ^^^ 

Senator  Vardaman.  What  is  the  difference  between  the  price' 
fixed  for  sugar  to  be  sold  now  and  the  price  at  which  sugar  was 
selling  in  normal  times,  with  smaller  profits  than  you  are  making 
now? 

Mr.  Sprecksus.  The  difference  between  that  and  the  present  price? 

Senator  Yardaman.  Yes. 

Mr.  Spreckels.  The  price  was  less  than  it  is  now. 

Senator  Vardaman.  Do  you  remember  how  much? 

Mr.  Spreckels.  Only  by  referring  to  statistics. 

Tlie  Chairman.  I  wish  you  would  put  those  prices  in  the  record 
now. 

Mr.  Spreckels.  May  I  read  the  prices  from  this  journal? 

The  Chairman.  Yes. 

Mr.  Spreckels.  I  have  them  here  for  the  past  10  years,  and  I 
am  taking  Willett  &  Gray's  statistical  journal  for  them. 

The  Chairman.  Those  are  the  prices  at  what  points — ^in  Cuba  or 
in  this  countiy  ? 

Mr.  Spreckels.  I  was  about  to  give  them  in  raw  sugar.  That  is 
what  you  want? 

The  Chairman.  Yes ;  the  prices  at  New  York  or  San  Francisco. 

Mr.  Spreckels.  New  York. 

Senator  Vardaman.  What  is  the  difference  between  the  New  York 
price  and  the  San  Francisco  price  ? 

Mr.  Spreckels.  The  San  irancisco  price  is  25  cents  per  hundred 


The  Chairman.  At  the  present  time  ? 

Mr.  Spreckels.  It  was  so  at  that  time.    It  has  been  continuously 
so- 
The  Chairman.  You  may  give  those  prices. 


J 


72  SHORTAGE   OF   SUGAR. 

Mr.  SPRECKJi)U9.  In  1907  the  price  was  2.396;  in  1908,  2.713;  in  1909. 
2.646;  in  1910,  2.828;  in  1911,  3.09;  in  1912,  2.80;  in  1913,  2.16;  in 
1914,  2.745;  in  1916,  3-626;  in  1916,  4.767. 

The  Chairman.  The  present  price  agreed  upon  is  what?  I  would 
like  to  put  that  in  at  this  point.    That  is,  duty  free  ? 

Mr.  Spreckels.  That  is  the  proposed  contract  vou  are  speaking  of  ? 

The  Chairman.  I  am  speaking  of  the  price  that  is  being  paid  for 
the  sugars  that  are  now  subject  to  delivery,  not  the  proposed  future 
price.    Is  it  6.90 ! 

Mr.  Sfreckels.  $6,875,  in  the  same  position;  that,  taking  off  the 
duty. 

Senator  Lodge.  Taking  off  the  duty  ? 

Mr.  Spreckels,  Yes. 

The  Chairman.  What  is  the  proposed  price  for  next  year,  or  for 
the  crop  that  is  now  beginning  to  be  harvested  ? 

Mr.  Spreckels.  Nothing,  as  I  understand  it,  has  been  definitely 
settled,  but  the  proposed  price  will  be  approximately  6  cents. 

The  Chairman.  Who  makes  this  proposition,  and  what  is  your  au- 
thority for  making  the  statement  you  have  just  made? 

Mr.  Spreckels.  The  statement  comes  to  me  through  Mr.  Rolph. 
and  also  through  officers' of  plantations  in  Cuba  in  which  I  am  in- 
terested. 

The  Chairman.  You  are  a  sugar  producer  in  Cuba,  also,  are  you  ? 

Mr.  Spreckels.  I  have  a  stock  interest  in  a  number  of  plantations 
there. 

The  Chairman.  When  did  you  have  this  conversation  with  Mr. 
Rolph  in  regard  to  the  price  of  sugar? 

Mr.  Spreckels.  When  he  asked  me  for  a  power  from  my  company 
for  the  international  sugar  committee  to  enter  into  a  contract. 

The  Chairman.  To  enter  into  what  kind  of  a  contract  ? 

Mr.  Spreckels.  A  contract  for  the  purchase  of  the  Cuban  sugars. 
They  proposed  to  make  a  contract  for  the  next  year's  crop. 

The  Chairman.  I  understand  you  to  mean  this,  and  I  am  going  to 
state  it  to  see  if  I  am  correct,  and  if  I  am  not,  you  will  please  correct 
me.  Mr.  Bolph  has  asked  the  sugar  refiners  to  sign  a  paper  authoriz- 
ing somebody 

Mr.  Spreckels.  The  international  committee. 

The  Chairman.  The  international  committee,  to  make  a  contract 
for  the  Cuban  sugar? 

Mr.  Spreckels.  For  our  account. 

The  Chairman.  For  your  account;  so  that  you  would  become 
bound  to  pay  the  prices  that  they  might  fix? 

Mr.  Spreckels.  Exactly. 

The  Chairman.  In  connection  with  that  the  price  that  was  sug- 
gested and  tentatively  agreed  upon  was  what? 

Mr.  Spreckels.  4.60,  f.  o.  b.  Cuba. 

The  Chairman.  Which  would  be  how  much  in  New  York? 

Mr.  Spreckels.  Adding  freight  of  80  to  40  cents  it  would  bring  it 
up  to  about  5  cents  a  pound. 

The  Chairman.  If  5  cents  a  pound  was  the  basic  price  in  New 
York,  what  price  would  that  mean  for  the  sugar  after  it  had  been 
refined^that  is,  the  wholesale  price? 

Mr.  Spreckels.  7.30  net. 
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The  Chairman.  If  7.30  net  was  the  price  fixed  upon  the  Cuban 
sugar  by  virtue  of  this  arrangement,  what  would  be  the  effect,  then, 
upon  the  price  of  beet  sugar  and  cane  sugar  raised  in  this  country? 

Mr.  Spreckels.  It  would  be  the  same. 

The  Chairman.  So  that  if  this  deal  is  made  the  wholesale  price  of 
i-aw  sugar  in  the  United  States  for  next  year  would  be  approxi- 
mately at  least  $7.30  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  What  would  that  mean  in  the  way  of  a  retail 
price,  assuming  that  the  retailer  does  not  profiteer,  but  that  he  goes 
on  in  the  ordinary  way,  selling  sugar — ^I  mean  by  that,  he  sells  with 
the  ordinary  and  usual  profits  of  these  times? 

Mr.  Spreckels.  There  is  no  control  over  the  small  retailer  and  I 
could  not  say.  There  is  only  a  control  over  the  wholesaler.  The 
wholesaler  is  permitted  to  make  a  quarter  of  a  cent  a  pound.  There 
is  no  control  over  the  small  retailer. 

The  Chairman.  Exactly;  but,  speaking  generally,  the  retail  price 
follows  the  wholesale  price,  and  I  suppose  there  is  a  kind  of  a  gen- 
eral average. 

Mr.  Spreckels.  A  general  average — I  would  say  maybe  8  cents, 
mavbe  9  cents. 

'fhe  Chairman.  Have  you  made  any  protest  or  objection  to  fixing 
the  price  of  Cuban  sugar  for  the  next  year  as  high  as  is  proposed  ? 

Mr.  Spreckels.  I  have. 

The  Chairman.  I  wish  you  would  let  the  committee  have  the  bene- 
fit of  your  information  on  that  subject. 

Mr.  Spreckels.  I  do  not  know  whether  you  care  to  have  inserted 
the  first  request  for  this  power. 

The  Chairman.  Yes ;  let  us  have  it  all ;  or  you  might  give  me  the 
book  and  call  my  attention  to  it.  Perhaps  some  of  it  may  not  be  perti- 
nent. [After  examining  letter:]  This  letter  of  November  80  that 
you  have  handed  me  is  the  request  for  the  power,  is  it? 

Mr.  Spreckels.  Yes,  sir;  and  the  power  is  just  underneath  it. 

The  Chairman.  Let  me  read  it  [reading]  : 

Exhibit  No.  15. 

United  States  Food  Aoministbation, 

111  Waix  Street,  New  York  City. 

\ovewhcr  30,  19 It, 
Frdkral  Sugar  Refining  Co., 

Mr,  C.  A,  Spreckels,  President,  91  Wall  Street,  New  York  City, 

My  dear  Mr.  Spreckels:  The  time  is  approaching  for  the  purchase  of  new 
crop  sngars,  and  it  will  greatly  facilitate  the  work  of  the  international  sugar 
committee  If  the  various  refiners  will  execute  and  return  imme<l lately  the 
authorization  to  the  committee  to  purchase  raw  sugars  for  them  as  per  form 
attached. 

I   trust  you  can  see  your  way  clear  to  cooperate   In   this  matter   at  an 
early  date. 

Very  truly,  yours,  Geo.  M.  Rolph. 


ExHierr  No.  16. 

November  30,  1917. 
Intkbnational  Sugar  Committee,  Unitbhi  States  Food  Administration, 

111  WaU  Street,  New  York  City. 

Gentlebcen  :  You  are  authorized  to  purchase  for  our  account  under  contract 
i^nted  October  1,  1917.  entered  into  by  us  with  the  United  States  food  adminis* 
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trator.  such  proportion  of  all  raw  sii^nr  purchased  by  you  which  may  be  al- 
lotted to  us  under  said  contract. 
Very  truly  yours. 


By 
By 


President. 


Secretary. 

The  Chairman.  Now,  what  did  you  do  in  connection  with  that? 
[Mr.  Spreckels  handed  the  chairman  a  letter.] 
The  Chairman.  Is  this  letter  you  have  handed  me,  of  December 
7,  your  answer  to  the  question  ? 
Mr.  Spreckels.  It  is. 
The  Chairman  (reading) : 

Exhibit  No.  17. 

December  7,  1917. 
The  International  Sugar  Ck)Mi£iTTEE, 

Qeorge  M,  Rolph,  Chairman,  111  Wall  Street,  Netc  York  City. 

Gentleusn:  My  personal  interests  wlU  be  better  served  If  your  committee 
carries  out  its  announced  intention  to  purchase  at  this  time  the  entire  Cuban 
sugar  crop  for  1917-18,  for  I  am  interested  in  various  plantations  whose  prod- 
ucts will  be  included  in  the  purchase.  Nevertheless,  I  wish  to  register  my 
unalterable  opposition,  because  I  believe  that  the  purchase  will  be  distinctly 
prejudicial  to  the  consuming  public. 

In  my  judgment,  the  proposed  price — 4.00  f.  o.  b,  Cuba — ^is  too  high;  it  is 
higher  than  contracts  already  placed;  it  is  higher  than  the  average  for  the 
past  three  years,  although  the  outturn  promises  to  exceed  previous  records. 
Moreover,  it  is  not  prudent  to  make  such  a  large  purchase  at  the  present  time. 
If  the  war  should  suddenly  end ;  if  tonnage  should  be  provided  for  the  900,000 
tons  old  Javas  and  the  estimated  1,500,000  new  Javas ;  if  the  present  85  pounds 
average  consumption  per  capita  should,  by  reason  of  the  appeal  for  conserva- 
tion, fall  to  the  English  average  of  50  pounds  per  capita  or  lower;  in  short, 
if  any  one  of  several  events  should  occur,  the  supply  of  raws  might  largely 
exceed  the  demand,  and  your  committee,  being  load^  up  at  high  prices,  would 
be  severely  handicapped  in  securing  to  the  consuming  public  the  reasonable^ 
price  which  the  size  of  the  crop  would  otherwise  have  Insured. 

I  can  see  no  public  advantage  in  effecting  a  purchase  of  the  entire  crop  at 
this  time ;  on  the  contrary,  the  advantage  appears  to  be  all  with  planters,  who 
will  be  assured  the  highest  price  they  have  received  within  the  present  decade, 
and  this  in  the  presence  of  a  phenomenal  crop. 

Again,  by  making  this  purchase  you  thereby  establish  the  price  for  Hawaiian 
and  all  other  sugars  for  the  entire  year  at  an  excessively  high  figure  which 
can  not  thereafter  be  reduced  within  the  year.  At  4.25  cents,  the  price  pre- 
vailing during  the  past  two  years,  abnormal  profits  were  reaped  by  the  Cuban, 
Hawaiian,  and  Porto  Rlcan  planters,  and  It  seems  unnecessary  and  unwise  to 
increase  their  profits  at  the  expense  of  the  public,  particularly  at  this  time. 

It  is  my  judgment  that  the  discreet  course  would  be  to  make  30  or  60  day 
contracts  until  the  situation  is  clarified.  In  this  way  your  committee  would 
benefit  by  a  competition  which  does  not  now  exist,  and  would  be  in  a  position 
to  take  advantage  of  conditions  as  they  eventuate.  By  purchasing  the  entire 
crop  in  advance  and  at  the  proposed  top  price  you  will  discount  to  the  advan- 
tage of  the  planters  all  the  untoward  conditions  which  would  otherwise  make 
for  lower  prices. 

I  take  the  liberty  of  addressing  these  remarks  to  you  because  for  many  years 
I  have  been  in  close  touch  with  market  conditions,  and  my  opinion  may  be 
entitled  to  consideration. 

Respectfully,  . 

Senator  Kenton.  Judge  Lindley  suggests  that  he  would  like  to 
have  the  reply  to  that  letter  read. 

The  Chairman.  It  will  be  read  right  away,  but  I  want  to  ask 
this  question :  By  giving  this  high  price,  as  you  consider  it,  for  these 
Cuban  sugars,  which  you  say  would  also  result  in  a  high  price  for 
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Hawaiian  sugars,  would  not  that  encourage  the  production  of  sugar 
for  next  year  in  Cuba — a  larger  crop  in  Cuba  ? 

Mr.  Spreckels.  I  do  not  think  so. 

The  Chairman.  Why  not? 

Mr.  Spreckels.  Because  the  crop  that  they  would  harvestj  that 
they  would  plant  in  the  spring,  could  not  be  harvested  until  the 
following  year,  1919. 

The  Chairman.  What  time  in  1919? 

Mr.  Spreckels.  It  would  be  in  the  spring  of  1920. 

The  Chairman.  We  are  up  to  1918,  neany,  now. 

Mr.  Spreckels.  We  are  up  nearly  to  1918  now. 

The  Chairman.  How  long  does  it  take  to  mature  a  sugar  crop 
after  it  has  been  planted — ^an  original  planting?    How  many  months? 

Mr.  Spreckels.  The  first  planting  generally  takes  from  15  to  18 
months. 

The  Chairman.  And  then,  after  it  is  planted 

Mr.  Spreckels.  Thereafter  only  12  months. 

The  Chairman.  And  then  does  it  become  a  permanent  crop  in 
Cuba,  60  that  it  grows  from  year  to  year? 

Mr.  Spreckels.  For  many  years  it  is  harvested  thereafter  every 
year. 

The  Chairman.  But  if  a  crop  now  takes  from  15  to  18  months 
to  mature,  then  how  much  longer  does  it  take  to  get  that  sugar 
onto  the  market,  after  the  crop  is  matured — to  the  retail  market,  for 
instance,  in  this  country? 

Mr.  Spreckels.  Oh,  practically  80  days ;  from  80  to  60  days  from 
the  time  they  begin  harvesting. 

The  Chairman.  You  say  this  would  have  had  an  effect  upon  the 
prices  of  beet  sugar  as  well  as  cane  sugar  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Why,  then,  would  not  this  have  encouraged  the 
raising  of  beet  sugar  in  the  next  crop?  Beets  are  planted  in  the 
spring,  are  they  not? 

Mr.  Spreckels.  Yes,  and  harvested  in  the  fall;  but  the  beet  fac- 
tories have  difficulty  in  securing  their  beets  at  the  present  time.  They 
do  not  pay  the  farmers  sufficient  for  their  beets,  and  instead  of  rais- 
ing beets  they  will  raise  beans  or  something  else.  The  profit  all  goes 
to  the  factories  instead  of  to  the  farmers. 

The  Chair5£an.  Do  you  mean  to  say  that  with  these  prices  of  $7.30 
for  sugar,  the  beet-sugar  factories  have  not  raised  the  price  of  the 
beets  to  the  farmers  so  as  to  encourage  them  to  produce? 

Mr.  Spreckels.  Not  sufficiently. 

The  Chairman.  Is  there  anv  complaint  among  the  farmers  about 
that? 

Mr.  Spreckeus.  A  great  deal. 

The  Chairman.  Have  you  any  information  on  that  subject  at  first 
hand  or  therwise? 

Mr.  Spreckels.  I  have,  in  connection  with  a  letter.  You  may  read 
the  answer  first,  taking  it  chronologically,  if  you  like. 

The  Chairman.  Yes,  we  will  take  that  up  m  a  moment.  I  would 
now  like  to  have  read  the  answer  to  the  letter  which  was  last  read. 

(The  witness  handed  the  chairman  a  letter.) 

The  Chairman.  Is  it  the  letter  that  you  have  handed  me? 

Mr.  Spreckels.  That  is  the  answer. 
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The  Chairman.  I  will  read  it  to  the  committee.  It  is  on  this  same 
letterhead  [reading] : 

Exhibit  No.  18. 

Uniti>:d  States  Food  Administration, 

111  Wall  Street. 
New    York    City,    Dccernher   10,    19 n. 
C.  A.  Spkeckisls,  Esq.. 

President  Federal  Sugar  Refining  Co.,  91  Wall  Street,  New  York  City, 

My  Dear  Mr.  Spreckels:  I  have  for  acknowledgment  your  valued  favor  of 
December  7  which  I  shall  present  to  the  International  Su^r  Committee  for 
its  consideration  at  Its  next  meeting.  I  will  also  send  a  copy  of  same  to  Mr. 
Hoover,  who  will  probably  write  you  expressing  his  view.^.  I  hope  you  will 
accept  the  following  as  an  expression  of  my  personal  views  on  the  subject. 

I  have  perused  the  contents  of  your  letter  with  very  much  interest  indeed 
and  fully  realize  that  the  vast  experience  which  you  have  had  in  .the  pur<»hase 
and  sale  of  Cuban  sugars  puts  you  in  a  position  to  discuss  the  matter  with  intel- 
ligence. I  fear,  however,  that  your  suggestions  have  come  too  late.  I  also  be- 
lieve that  you  are  not  entirely  familiar  with  all  of  the  transaction^!  thnt  hav»' 
led  up  to  the  tentative  agreement  that  has  already  been  entered  Into  with  the 
representative  of  the  Cuban  Government. 

Of  course,  it  is  not  within  my  power  to  di.«tcu8S  with  anyone  the  negot!a> 
tions  between  our  State  Department  and  the  Cuban  Government  on  the  subject 
matter  of  the  proposed  contract.  It  Is  needless  to  say  that  It  Is  the  earnest 
desire  of  our  Government  to  treat  a  foreign  friendly  Government  on  most  liberal 
and  friendly  terms. 

The  policy  of  the  Food  Administration,  which  has  been  expressetl  many  times 
in  the  daily  papers,  is  that  the  object  of  the  food  control  is  not  directed  toward 
a  reduction  in  the  cost  of  commodities  exclusively,  but  thnt  a  controlled  price 
should  be  established  that  would  be  not  only  fair  to  the  consumer  but  one  that 
shall  not  discourage  the  production  of  important  food  commodities  in  any  of  the 
various  countries  in  the  world  whose  product  might  be  available  for  use  in  the 
I  United  states  and  the  allied  countries  at  war  with  Germany, 

I  have  spent  five  months  now  In  delving  Into  the  question  of  what  is  a  fair 
price  for  sugar,  and  while  I  think  that  4.60  f.  o.  b.  Cuba  is  fairly  high,  it  is  com- 
paratively low  compared  with  the  selling  price  of  other  food  products,  such  as 
wheat,  corn,  cowpeas,  cotton-seed  meal,  cotton,  and  d.  s.  shoulders.  The  whole- 
sale price  of  sugar  In  this  country,  based  on  the  tentative  contract  with  Cuba, 
will  be  from  7.25  to  7.50  per  100  pounds. 

Taking  the  value  of  other  products  and  comparing  the  prewar  prices  witli 
the  present,  to  ascertain  what  prices  should  prevail  for  raw  sugar  on  the  same 
ratio,  the  showing  would  be  as  follows : 

Cotton  at  25  cents  per  pound,  sugar  should  be  worth  11}  cents. 

Cottonseed  meal  at  $67  per  ton,  sugar  should  be  worth  10  cents. 

Cowpeas  at  $3.25  per  bushel,  sugar  should  be  worth  0.04  cents. 

Com  at  $1.90  per  bushel,  sugar  should  be  worth  12.17  cents. 

Wheat  at  $2.20  per  bushel,  sugar  should  be  worth  10  cents. 

With  this  information  before  you,  I  think  you  will  agree  with  me  that  the 
price  set  for  sugar  Is  comparatively  low.  There  Is  no  doubt  thnt  If  the  planters 
in  Cuba  or  elsewhere  were  left  to  their  own  resources  there  would  be  a  time 
during  the  year  1918  when,  on  account  of  shortage  of  ships,  lack  of  warehouse 
capacity,  necessity  for  money  to  finance,  many  planters  would  be  compelled 
to  sell  their  sugars  at  a  price  lower  than  that  agreed  to  by  the  committee.  On 
the  other  hand,  I  believe  that  It  Is  just  as  much  a  prime  duty  of  two  govern- 
ments to  see  that  the  producer  Is  protected  in  the  sale  and  distribution  of  his 
product  at  a  fair  price  as  It  is  for  the  same  governments  to  see  that  the  con- 
sumer Is  protected  against  the  profiteering  manufacturer.^  and  distributers. 

The  prewar  normal  price  paid  for  Cuban  sugar  is  4.04,  duty  paid.  The  preseot 
contemplated  price  for  the  year  1918  is  about  5.90  to  5.95 — ^say,  6  cents — an 
increase  of  50  per  cent  over  the  prewar  normal.  Tou  will  recall  the  conferences 
I  had  with  the  refiners  in  September  at  which  you  were  present.  When  the 
question  of  refiner's  margin  was  under  discussion  at  these  conferences  many 
statements  were  made  In  regard  to  the  Increased  cost  of  refining  and  reasons^ 
were  given  why  the  margin  that  I  thought  wns  fair  at  that  time — namely,  1.20 
net — should  be  Increased.     You  will  remember  that  all  of  the  refiners  l>ellevefi 
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tbat  the  margin  suggested  was  too  low  and  recommended  that  it  be  made  1.30. 
Vou  will  remember  that  you  did  not  approve  of  the  1.30  margin  and  wanted 
to  make  it,  as  I  recall,  1.40.  The  matter  was  finally  compromised  on  the  basis 
of  1.30  net.  You  reluctantly  consented,  being,  as  I  now  recall,  the  last  refiner 
to  agree.  The  margin,  as  finally  agreed  upon  between  the  refiners  and  the  Food 
Administrator,  represents  an  Increase  over  the  prewar  normal  of  56  per  cent,  or 
5  per  cent  greater  tlian  the  increase  allowed  the  Cuban  planter,  whose  increased 
cost  of  producing  sugar  has,  if  anything,  been  greater  than  that  of  the  refiner. 
On  the  basis  that  you  wanted  to  establish  for  the  refiner's  margin — ^namely, 
1.40  net — the  increase  for  the  refiners  would  have  been  67  i>er  cent  as  against 
the  less  than  50  per  cent  the  international  committee  is  proposing  to  allow  the 
Cubans  at  this  time.  Under  these  circumstances  I  can  not  reconcile  your  atti- 
tude in  September  with  your  attitude  now  toward  the  Cubans. 

In  view  of  the  Government's  interest  in  both  producer  and  consumer,  I  think 
you  will  admit  that  the  basis  of  price  as  established  is  fair.  I  personally  am 
extremely  pleased  to  know  that  the  out-turn  of  Cuba  promised  to  exceed  pre- 
vious record,  as  it  will  make  it  unnecessary  for  the  allied  countries  at  war  with 
Germany  to  send  ships  to  Java  for  sugar,  which  ships  can  ill  be  spared  at  this 
time  from  the  transport  service  across  the  Atlantic. 

That  this  country  and  her  allies  will  lick  Germany  is  not  debatable,  and  the 
sooner  it  comes  the  happier  I  shall  be.  This  being  so,  it  is  natural  that  you 
should  desire  to  have  provisions  in  the  contract  protecting  the  buyers  against 
the  day  of  this  happy  event.  Rest  assured  that  the  members  of  the  inter- 
national sugar  committee  will  not  only  have  this  in  mind  but  also  the  effect  of 
peace  on  the  world  sugar  situation  immediately  following  its  declaration. 

I  am  sorry  that  I  can  not  agree  with  you  wherein  you  say  that  no  advantage 
will  be  gained  In  the  purchase  of  the  entire  crop  at  this  time.  Believing  that  the 
price  established  is  fair  and  that  it  will  be  a  stable  price  during  the  year,  I  can 
look  forward  with  confidence  to  next  fall  and  not  see  the  exhibition  of  greed, 
avarice,  and  high  prices  that  have  prevailed  during  this  good  year  of  1917.  1 
^'an  also  look  forward  to  a  stabilized  price  throughout  the  United  States  where 
the  housewife  and  consumer  in  every  little  hamlet  and  village  in  the  country 
Ndll  know  what  a  fair  price  for  sugar  is  during  the  entire  period  of  the  year, 
and  that  all  chance  of  profiteering  or  gouging  the  public  through  any  channel 
whatsoever  will  be  eliminated. 

You  are  right  in  statlui;  that  the  purchase  price  for  Cuban  sugar  establishes 
the  basis  for  all  domestic-produced  sugar,  and  in  my  opinion  it  is  unfortunate 
for  many  of  our  domestic  producers  tliat  it  is  not  higher.  Do  not  t^ink  that  I 
<lo  not  realize  that  those  plantations  and  beet  factories  that  are  favorably 
located  geographically  and  climatically  will  not  make  large  profits  on  the  prices 
ttiiis  established.  If  you  will  consider  the  average  cost  of  production  and  the 
arerage  conditions  that  the  domestic  producers  have  to  contend  with,  you  will 
tlnd  that  the  price  is  not  only  not  too  high,  but  not  suflScient  to  encourage  or 
stimulate  production  domestically  In  many  sections.  The  fact  that  some  domestic 
[•roducers  will  make  very  large  profits  does  not  worry  me,  because  Congress 
has  arranged  that  half  of  it  will  revert  to  the  Government  in  the  form  of 
income  taxes. 

I  think  this  war  should  teach  this  country  a  lesson  tliat  it  has  never  learne<l 
lH»fore.  I  sincerely  hope  and  trust  that  in  its  wisdom  Congress  will  see  fit  to 
♦•iicourage  and  foster  in  every  way  the  production  of  sugar  on  the  mainland  of 
thivS  country  and  its  surrounding  possessions.  If  our  coasts  were  blockaded  as 
<ierniany's  now  are  by  hostile  fleets,  the  only  sugar  that  would  be  available  in 
this  <!ountry  to-day  for  its  hundred  million  people  would  be  that  produced  by 
our  domestic  beet  industry,  .which  came  forward  in  such  a  splendid  way  and 
regulated  its  price  to  |7.25  for  100  pounds,  seaboard  refining  basis,  and  that 
[produced  in  Louisiana,  the  producers  of  which  also  entered  into  a  voluntar>' 
agreement  with  the  Government.  I  certainly  am  not  in  sympathy  with  the 
|K)licy  that  you  have  advocated  publicly  and  before  Congress  for  so  many  years. 
Itecause  I  believe  that  it  will  ruin  one  of  our  largest  domestic  industries  and 
one  which  has  been  our  only  source  of  supply  during  the  present  troublesome 
times. 

As  stated  above,  while  I  appreciate  very  much  your  suggestions  and  ideas,  I 
must  say  that  they  have  arrived  too  late  to  be  of  service. 
Yours,  verj'  truly, 

Geo.  M.  Rot^h. 
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Senator  Lodge.  Mr.  Chairman,  may  I  ask  a  question  suggested  to 
me  by  the  letter?  He  speaks  there  of  a  conimission  from  the  Cuban 
Government    Was  there  such  a  commission  sent  here? 

Mr.  Spreckeub.  I  heard  so. 

Senator  Lodge.  And  he  speaks  of  the  State  Department  dealing 

/with  them.    Do  you  know  wno  represented  the  State  Department? 
Mr.  Spreckels.  The  first  I  have  heard  of  it  was  through  that 
letter.    I  have  no  further  knowledge. 

The  Chairman.  Did  you  ever  hear  before  of  the  State  Depart- 
ment undertaking  to  fix  sugar  prices? 
Mr.  SpRECKEiiB.  This  is  the  first  time  I  have  heard  of  it. 
Senator  Jones.  Let  me  ask  a  question :  This  fixing  of  the  price  is 

I'  a  matter  solely  for  agreement,  is  it  not?     No  one  has  any  legal 
authority  to  fix  this  price,  has  he? 
Mr.  Spreckels.  That  is  what  they  are  asking  for. 
Senator  Jones.  But  they  have  not  got  it  now  ? 
Mr.  Spreckels.  Some  of  the  refiners  have  given  that  authority. 
Senator  Jones.  But,  I  mean,  there  is  no  law  authorizing  any  offi- 
cial to  fix  this  price,  is  there  ? 

Mr.  Spreckels.  I  do  not  know  of  any  law,  but  I  have  been  told — I 

frotested  against  signing  it,  and  I  have  been  told  by  Mr.  Rolph  that 
should  not  sign  that  contract  anyhow.  I  do  not  know — I  have  not 
consulted  mv  attorney — whether  he  can  force  me  to  or  not. 

Senator  Lodge.  If  I  may  sav  a  word  there,  under  the  licensing 
clause  of  that  act  they  can  fix  the  price  on  anything. 

Senator  Kenyon.  Indirectly.  The  only  direct  power  given  is  to 
fix  the  price  of  coal. 

Senator  Lodge.  They  can  compel  them  by  withholding  a  license. 

The  Chair^lan.  That  is  to  say,  as  I  understand  you,  Senator 
Lodge,  we  have  given  authority  to  the  Government  to  require  men 
engaged  in  certain  lines  of  business  to  take  out  licenses.  We  did  not 
give  any  authority  to  fix  prices. 

Senator  Lodge.  No. 

The  Chairman.  But  hj  refusing  to  let  the  man  do  business  at  all, 
refusing  to  give  him  a  license  at  all,  they  thus  are  able  to  say  to 
him :  "  x  ou  will  be  permitted  to  have  a  license  provided  you  sell  at 
certain  prices." 

Senator  Lodge.  Under  the  licensing  clause  of  that  act  you  can  com- 
pel price-fixing  on  practically  Everything. 

Senator  Kj:nyon.  It  does  not  touch  the  retailer. 

The  Chairman.  I  do  not  know  that  is  a  correct  statement  of  it. 

Senator  Lodge.  I  think  that  is  a  correct  statement  of  the  law. 

Mr.  Spreckels.  But  can  they  force  me  to  pay  a  certain  price  for 
my  raw  material  to  a  foreign  government? 

Senator  Lodge.  They  can  only  do  it  by  refusing  to  give  you  a 
license. 

Senator  Vardaman.  I  understand  that  they  can  compel  him  to  co- 
operate with  the  others  or  deny  him  a  license  to  do  business. 

Senator  Lodge.  That  is  it.  There  is  no  direct  price  fixing,  but 
there  is  an  indirect  power. 

Senator  Vardaman.  Undoubtedly. 

Mr.  Spreckels.  Only  during  the  period  of  the  war;  but  the  con- 
tract that  they  proposed  to  enter  into  is  a  year's  contract,  and  for  the 
period  of  the  war. 
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The  Chairman.  We  are  ^tting  off  the  question. 

Senator  Jones.  My  question  is  this:  On  this  matter  of  ifixing  the 
price  of  Cuban  sugar,  a  uniform  price,  do  you  Imow  of  anyone  having 
le^l  authority  to  fix  that  price  f 

The  Chairman.  Legal  authority? 

Senator  Jones.  Le^al  authority. 

Mr.  Spreckels.  I  do  not. 

Senator  Jones.  Then  it  nmst  be  done  by  agreement;  must  it  not? 

Mr.  Spreckels.  Apparently. 

Senator  Jones.  Ana  is  it  not  important  that  the  Cuban  Govem- 
ment  or  the  people  representing  the  Cuban  planters  should  have  a 
voice  in  the  fixing  of  tnat  price  1 

Mr.  Spreckei^.  I  should  say  so,  the  same  as  the  refiner  who  is 
goin^  to  pay  for  it  should  also  have  a  voice  in  it,  to  do  justice,  I 
^ould  say. 

Senator  Kenyon.  Is  it  not  important  there,  too,  that  the  Cuban 
people  be  reasonably  well  satisfied  with  the  price  ? 

Mr.  Spreckei^.  I  dare  say  they  are;  I  know  they  are. 

Senator  Kenton.  That  is  important. 

Mr.  Spreckels.  I  know  that  they  are  well  satisfied  with  the  price. 

The  Chairman.  All  this  assumes  that  the  right  of  the  people  to 
sell  is  to  be  cut  off,  and  the  right  of  a  citizen  to  buy  is  to  be  cut  off, 
and  that,  having  reached  that  arbitrary  condition,  then  the  govern- 
ments will  have  to  be  consulted ;  but  as  I  understand  this  situation, 
Congress  never  gave  to  anybody  the  right  to  fix  a  price  of  this  kind. 
It  never  gave  the  right  to  fix  a"  price  on  wheat.  The  right  has  been 
assumed. 

Senator  Kenyon.  Congress  fixed  a  maximum  price. 

The  Chirm  AN.  Congress  fixed  a  guaranty  of  a  minimum  price 
for  wheat  for  next  year.  The  Government  agreed  that  it  would  take 
next  year's  wheat  crop  at  $2  a  bushel.  But  if  there  is  anything  in 
the  law  that  authorized  anybody  to  fix  a  price  for  this  years  crop  of 
wheat  or  corn  or  sugar,  I  do  not  know  where  that  is  in  the  law,  except 
there  is  a  right  given  to  license. 

Senator  I&nton.  It  does  not  apply,  though,  to  the  producer. 

The  Chairman.  It  applies  to  men  dealing  in  grain — ^to  millers. 

Senator  Kenyon.  Yes :  but  not  to  the  producer. 

The  Chairman.  No  ;  that  right  exists  to  license  and  regulate,  and 
the  power  to  fix  prices  has  been  assumed  in  many  things.  There  can 
be  no  question  about  that. 

Senator  Vardaman.  Did  not  this  international  committee  assume 
the  right  to  fix  the  prices  of  foreign  sugar,  sugar  produced  in  foreign 
countries,  and  limit  the  purchases  to  be  made  by  the  refiners? 

Mr.  Spreckels.  Yes;  they  fixed  the  price. 

Senator  Vardaman.  They  fixed  the  price  and  told  you  that  you 
should  buy  so  much  or  not  buy  at  all,  did  they  not? 

Mr.  Spreckels.  Well,  they  have  not  exactly  put  it  in  those  words. 
They  asked  us  to  give  them  the  power  to  contract  in  our  name. 

The  Chairman.  That  is,  for  next  year's  crop  ? 

Mr.  Sprecelels.  For  next  year's  crop. 

Senator  Vardaman.  And  you  did  that? 

Mr.  Spreckels.  No  ;  we  did  not. 

Senator  Vardaman.  Well,  many  of  them  did  ? 

Mr.  SPRECKins.  Many  of  them  did. 
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The  Chairman.  I  think  if  we  follow  that  we  will  get  it  cleared  up. 
Have  you  had  any  further  correspondencse  about  this  subject  matter? 

Mr.  Spreckels.  Only  my  answer  to  this  particular  letter.  I  think 
that  is  just  opposite. 

The  Chairman.  It  is  addressed  to  Mr.  Solph.    Is  that  it? 

Mr.  Spreckels.  Yes ;  that  is  it. 

The  Chairman  [reading] : 

Exhibit  No.  19. 

Dbcember  11,  1917. 
Mr.  George  M.  Rolph, 

Chairman  Intematiofial  Sugar  Committee, 

111  Wall  Street,  Xeio  York  City. 

Deab  Sir  :  Your  letter  of  December  10  is  before  me.  You  say  that  my  exi)eri' 
ence  in  the  purchase  of  Cuban  sugrars  puts  me  lii  a  position  to  discuss  the 
matter  with  intelligence,  but  that  the  suggestions  I  made  in  ray  letter  to  you 
of  December  7  came  too  late. 

I  regret  that  you  did  not  give  me  an  opportunity  to  make  my  exiierience  in 
these  matters  useful  to  the  United  States  Food  Administration  before  even 
tentatively  committing  this  Nation  to  a  price  for  raw  sugars  which  I  am  con- 
vinced can  not  be  justified  and  which  if  consummated  must,  in  ray  opinion, 
put  an  unnecessary  burden  upon  the  American  people.  I  am  in  accord  with 
the  view  you  express  concerning  our  Government's  desire  to  ti'cat  a  foreign 
friendly  government  on  most  liberal  and  friendly  terms.  Also  I  approve  of  a 
policy  which  will  encourage  the  production  of  important  food  commodities. 
But  in  view  of  an  estimated  increase  of  about  600,000  tons  of  this  year's 
Cuban  sugar  crop  over  its  last  year's  production,  may  we  not  assume  that 
last  year's  prices  were  sufficiently  high  to  encourage  the  planter  of  Cuba  t(» 
produce  w^hat  will  undoubtedly  be  the  largest  crop  in  its  entire  liistory.  and 
that  there  can  not  be  justification  for  a  higher  price  this  year  on  the  theorj' 
that  it  is  necessary  to  encourage  sugar  production  in  Cuba,  and  surely  it  would 
be  insulting  to  a  friendly  power  to  suggest  that  the  fixing  of  so  high  a  price 
by  our  Government  is  necessary  to  cement  the  friendship. 

I  am  not  familiar  with  the  relative  price  increase  of  other  food  commtxllties, 
but  even  if  your  figures  concerning  them  be  correct,  I  must  dissent  from  your 
conclusion  "  that  therefore  the  price  set  for  sugar  is  comparatively  low."  The 
element  of  cost  of  production  and  profit  on  capital  employed  is  the  better  test 
of  what  constitutes  an  eoultable  price.  Surely  your  familiarity  with  the 
abnormal  profits  made  by  Hawaiian,  Cuban,  and  other  raw  sugar  producers 
during  last  year  at  much  lower  prices  than  your  proposed  price  for  the  com- 
ing year,  makes  me  wonder  how  you  justify  the  increase.  I  find  it  dlflScult 
to  reconcile  your  expressed  concern  about  encouraging  the  producer  of  sugar 
by  higher  prices  for  raw  sugar  with  the  apparent  neglect  shown  the  American 
farmer  who  supplies  the  factories  with  beets.  I  quote  the  published  exchange  of 
telegrams  between  Mr.  Hoover  and  Mr.  Woolwine  as  illustrating  my  point. 

Telegram  from  Mr.  Hoover: 

*'  Just  learned  Merritt  State  food  commissioner,  has  called  meeting  on  sugar 
situation  to-morrow,  which  will  be  attended  by  parties  you  have  invited  to 
come  to  Washington,  preventing  them  being  here  on  8th.  We  therefore  desire 
to  postpone  meeting  until  further  notice." 


it 


Los  Angeles,  Cal.,  December  3. 
"  Herbebt  Hoo^'eb,  Washifngion,  D.  C. 

"Telegram  December  3  received  late  to-day.  You  have  been  misinformed. 
Merritt  has  not  notified  me  nor  any  of  the  men  mentioned  In  your  former  tele- 
gram to  participate  In  San  Francisco  conference  to-morrow.  This  may  appear 
amazing  to  you,  but  is  in  harmony  with  beet  growers'  experience  Merritt's 
attitude. 

"Many  interested  men,  including  some  of  those  parties  mentioned  by  you  in 
your  telegram,  have  purchased  tickets  and  made  all  arrangements  to  go  to 
Washington  to  attend  conference  suggested  by  you  for  December  8,  but  in 
deference  to  your  wishes  departure  delayed. 

"Respectfully  urge  you  appoint  immediate  date  when  this  urgent  and  im- 
portant matter  may  be  presented  to  you  personally.    Your  reputation  for  fair 
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play  will,  in  my  opinion,  be  most  Important  factor  In  reaching  settlement  and 
correcting  grave  injustice,  and  encourage  growers  to  plant  large  acreage  that 
will  otherwise  be  abandoned. 

"The  beat  growers  can  not  be  expected  to  and  will  not  cultivate  beets  at  a 
loss  while  the  sugar  refineries  reap  enormous,  exorbitant,  and  unreasonable 
profits.  It  is  deplorable  that  the  sugar  refiners  at  a  time  such  as  tills  may  be 
permitted  to  exact  fabulous  profits  from  the  consumers  on  the  one  hand,  and 
from  the  beet  growers  on  the  other. 

"  We  believe  that  these  facts  can  readily  be  e8tabli8he<l,  and  all  we  ask  for 
is  a  hearing.  Settlement  can  likely  be  made  in  direct  conference  with  you  that 
can  not  possibly  be  effected  by  your  subordinates.  Situation  calls  for  decisive 
and  quick  action,  otherwise  growers  will  refuse  to  plant.  Merritt  is  aware, 
from  my  own  statement  to  him,  of  voluminous  testimony  before  grand  jury, 
taken  under  State  antitrust  laws,  where  both  refiners  and  growers  testified,  all 
of  which  he  Ignores.  All  previous  efforts  of  beet  growers  to  secure  action  by 
Merritt  have  been  without  result.  The  grand  jury  unanimously  concurs  in  my 
jjction  and  urge  a  hearing  be  secured  before  you  if  possible,  and  that  all  testi- 
mony and  proceedings  before  that  body  be  presente<l  to  you.  Reciuest  that  you 
appoint  inime<llate  date  for  conference. 

"  Thomas  Lee  Woolwine, 
"  District  Attorney  for  Los  Angelei*  Countv" 

The  prewar  normal  price  paid  for  Cuban  sugar  was  about  2.50  cents  f.  o.  b., 
and  in  paying  them  4.60  cents  you  are  paying  an  advance  of  about  80  per  cent, 
and  not  50  per  cent  over  the  prewar  normal,  as  stated  by  you.  Such  an  increase 
would  amount  to  about  $40,000,000  during  the  coming  year,  and  that  burden 
would  fall  upon  the  American  sugar  consumer. 

It  is  because  I  desire  my  Government  be  strengthene<l  and  victorious  in  the 
conflict  for  justice  and  democracy  that  I  so  strongly  urge  justice  and  democratic 
(xwperation  in  our  domestic  affairs,  and  protection  for  our  people  against 
profiteering  and  unnecessarily  high  prices. 

As  I  informed  you  in  my  letter  of  December  7,  it  would  be  to  my  fimmclal 
advantage  to  have  you  fix  the  price  of  Cuban  sugar  at  4.60  cents,  because  I  have 
Interests  in  Cuban  plantations.  But  I  would  consider  it  unpatriotic  and  un- 
American  to  let  my  selfish  advantage  influence  my  attitude  in  times  like  these, 
when  any  Increase  in  the  cost  of  living  brings  added  suffering  to  our  people 
and  may  result  In  a  widespread  discontent,  which  would  make  our  Government's 
task  more  difficult. 

Very  truly,  yours, 

(During  the  reading  of  the  foregoing  letter:) 

The  Chairman.  Wlio  was  Merritt,  referred  to  in  this  telegram  ? 

Mr.  Spreckels.  As  I  understand,  he  is  the  national  food  adminis- 
trator for  California.  I  am  not  certain  about  that,  but  that  is  what 
I  understand. 

(After  the  conclusion  of  the  foregoing  letter:) 

The  Chairman.  Is  there  any  further  correspondence  on  this  mat- 
ter, Mr.  Spreckels?  ^ 

Mr.  LiNDLEY.  Mr.  Chairman,  availing  myself  of  the  privilege 
granted,  there  istt  certain  matter  which  is  a  question  of  law  rather 
than  of  fact  which  might  not  come  out  in  the  evidence.  I  think  there 
is  some  misapprehension  in  the  minds  of  some  of  the  Senators  as  to 
the  operation  of  this  bill  on  the  price-fixinjsr  business,  and  the  power 
that  is  given  by  Congress,  and  I  should  like  to  make  just  a  short 
statement  in  reference  to  the  operation  of  the  thing  in  the  hands  of 
the  Food  Administration. 

We  have  no  control  whatever  over  the  commission.  Every  price 
that  has  been  fixed  in  this  country  for  beet  sugar  and  cane  sugar 
has  been  through  the  beet-sugar-producing  communities  themselves. 
They  have  been  called  to  Washington  and  the  matter  has  been  taken 
up  and  discussed  with  the  food  administrator.    He  has  suggested  to 
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them  what  he  thought  would  be  a  fair  price  to  the  producer,  con- 
sidering all  the  conditions  under  which,  for  instance,  the  beet  was 
produced  in  the  different  sections  of  the  United  States.  There  is  a 
difference  in  the  cost  of  production  in  different  places.  In  the 
case  of  the  price  for  cane  sugar  the  Louisiana  planters  came  here, 
and  the  beet-sugar  people  came  here,  and  they  all  agreed  upon  the 
price. 

Now,  logically,  that  same  method  was  pursued  with  reference  to 
the  producers  of  Cuban  sugars.  We  can  not  fix  the  price  of  Cuban 
sugar  without  consulting  the  Cuban  planter.  There  was  an  element 
there  that  did  not  exist  in  the  domestic  production,  of  the  necessity 
of  diplomatic  arrangements  between  the  two  governments,  for  rea- 
sons which  I  do  not  think  it  is  advisable  to  make  public.  They  are 
governmental  matters. 

We  have  no  control  over  the  price,  except  we  may  regulate  the 
profits  of  such  men  as  are  within  the  license  privilege.  In  the  case 
of  the  wholesalers,  we  may  determine  what  their  percentage  of  profil 
should  be  after  they  have  received  the  sugar,  and  any  other  higher 
profit  would  be  an  improper  practice  for  which  their  license  may 
be  taken  away.  We  can  not  refuse  a  man  a  license  under  any  cir- 
cumstances, and  never  have.  Those  licenses  are  issued;  and  if  the 
rules  and  regulations  are  not  complied  with  as  to  the  amount  of 
profit  that  the  wholesaler  may  charge,  his  license  may  b(»  revoked. 

The  Chairman.  Judge  Lindley,  I  thought  you  were  going  to  make 
some  suggestion  that  would  throw  light  upon  this  matter,  or  would 
enable  us  to  ask  the  witness  some  questions.  You  are  making  an 
argument 

Mr.  LiNDUBY.  No;  I  am  simply  stating  the  provisions  of  the  bill. 

The  Chairman  (continuing.)  The  correctness  of  which  at  almost 
every  point,  with  all  due  respect,  I  would  have  to  controvert. 

Mr.  liiNDLEY.  I  am  speaking  of  the  practical  operation. 

The  Chairman.  We  will  permit  you  at  any  proper  time  to  take 
tlie  stand.  Judge. 

Mr.  Lindley.  I  would  not  want  to  swear  to  the  truth  of  the  law. 
I  can  simply  tell  you  what  my  impression  is. 

The  Chairman.  Your  impression  as  to  the  law  is  all  right,  but 
you  have  been  talking  about  the  practical  operation  of  it. 

Mr.  Lindley.  Excuse  the  interruption. 

The  Chairman.  Certainly. 

Mr.  Lindley.  I  thought  that  I  might  at  least  set  Senator  Varda- 
man  straight  when  he  said  we  had  the  absolute  power  to  fix  the 
price.    We  have  not,  and  have  never  attempted  to  exercise  it. 

The  Chairman.  You  never  have  attempted  to  exercise  it? 

Mr.  Lindley.  Not  that  I  know  of. 

The  Chairman.  Since  you  make  that  statement  I  will  ask  you 
if  you  are  prepared  to  say  that  citizens  have  not  been  repeatedly 
told  that  if  they  did  not  pursue  a  certain  course  they  could  not  have 
cars  and  they  could  not  have  facilities  for  business? 

Mr.  Lindley.  On  the  question  of  priorities,  priority  shipments? 

The  Chairman.  Not  merely  priorities. 

Mr.  Lindley.  That  is  to  say  that  if  they  did  not  pay  a  certain 
price  for  goods 

The  Chairman.  If  they  did  not  conform  to  certain  orders  and 
rules  and  regulations. 
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Mr.  LiNDLEY.  I  do  not  think  you  will  find  any  prices  fixed  by  order 
of  the  Food  Administration. 

Senator  Vardaman.  I  should  like  to  ask  the  judge  a  question. 

Mr.  LiNDLF-Y.  Pardon  the  interruption,  gentlemen.  I  thought  I 
was  going  to  shed  some  light  on  the  legal  phases  of  the  matter. 

Senator  Kenyon.  Evidently  you  made  tnem  worse. 

The  CuAiHMAN.  As  far  as  the  law  is  concerned  I  am  sure  we  would 
be  very  glad  to  have  that. 

Senator  Vardaman.  Under  this  law  is  it  not  the  right  of  the  food 
administrator  to  denv  to  that  refinery  a  license  to  conduct  its  business 
if  he  sees  fit? 

Mr.  LixDiiEY.  In  the  first  instance?    No,  sir. 

Senator  Vardaman.  If,  for  instance,  he  is  ordered  not  to  buy  any 
supar  from  Cuba,  if  the  other  sugar  refineries  enter  into  an  agree- 
inont  that  they  will  permit  the  international  commission  to  buy  the 
sugar,  and  he  declines  to  do  it,  and  the  food  commissioner  should 
hold  that  he  is  interfering  with  the  enforcement  of  the  law,  defeat- 
ing its  purposes,  you  do  not  deny  that  they  could  refuse  him  a 
license  to  conduct  his  business,  do  you? 

Mr.  LiNDiiEY.  Thev  could  not,  because  unless  he  is  a  party  to  an 
agreement  he  is  not  bound  by  it,  and  this  whole  thing  is  the  subject 
01  agreement. 

The  Chairman.  No  coercion  has  been  resorted  to? 

Mr.  LiNDLEY.  No  coercion  ? 

The  Chairman.  Yes. 

Mr.  LiNDUSY.  I  do  not  know  what  you  mean  by  the  word  "  co- 
ercion." 

The  Chairman.  Well,  Judge,  you  are  a  pretty  good  lawyer. 

Mr.  LiNDijgsr.  As  applied,  there  may  be  a  misunderstanding  or  a 
misinterpretation  or  a  misapplication  of  the  term.  There  are  certain 
people  in  this  world  who  are  not  disposed  to  be  wholly  unselfish,  and 
a  certain  amount  of  inducement  has  to  be  given  to  make  them  obey 
the  law. 

The  Chairman.  What  kind  of  inducement,  for  instance? 

Mr.  LindijBy.  In  the  first  place,  we  generally  start  out  with  an  ap- 
peal to  the  man's  patriotism.  When  we  find  a  man  is  charging  25  per 
cent  above  what  his  neighbors  are  charging  for  a  commodity  which 
is  as  necessary  as  sugar,  he  is  entitled  to  be  coerced,  and  that  is  the 
only  kind  of  man  that  is  coerced. 

The  Chairman.  And  the  man  that  judges  as  to  whether  he  is  en- 
titled to  be  coerced  is  some  individual  ? 

Mr.  LiNDLBT.  Well,  I  can  not  conceive  of  the  power  of  a  food  con- 
troller being  of  any  value  whatever  unless  he  has  that  power. 

The  Chairman.  Yes,  sir.  Very  well.  Since  we  have  the  admission 
that  coercion  is  proper,  I  presume  it  will  be  asserted 

Mr.  LiNDMSY.  I  do  not  say  it  is  coercion.  It  is  the  administrative 
exercise  of  a  law  given  to  the  Food  Conmiission  by  Congress  and 
attempted  to  be  exercised  in  the  highest  possible  spirit 

Senator  Lodge.  That  is  a  matter  of  opinion.  Mr.  Chairman,  may 
I  ask  a  question? 

The  Chairman.  Certainly.  i 

Senator  Lodge.  You  spoke  about  the  State  Department  and  the       / 
diplomatic  arrangements  with  Cuba.    Who  represented  the  State  De- 
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partment  in  these  talks  or  conferences  with  President  Menocal's 
commission? 

Mr.  LiNDLEr.  I  will  ask  Mr.  Hoover  to  give  you  that  information. 
Senator  Lodge,  privately,  for  the  use  of  the  committee. 

Senator  Lodge.  Mr.  Rolph  did  not  deal  with  them,  by  any  chance, 
I  did  he? 

Mr.  LiNDLEY.  I  am  not  sure  whether  Mr.  Kolph  personally  dealt 
/  with  them  or  not.    How  is  that,  Mr.  Kolph  ? 

Mr.  Rolph.  I  had  several  interviews  with  the  State  Department. 

Senator  Lodge.  As  a  representative  of  the  State  Department? 

Mr.  LiNDLEY.  He  has  had  several  interviews  with  representatives 
of  the  Stete  Department. 

Senator  Lodge.  But  none  with  the  Cuban  commission  ? 

Mr.  LiNDLEY.  Yes;  with  the  Cuban  minister — ^I  can  say  that,  be- 
cause I  know  the  circumstances — and  with  the  Cuban  planters.  As 
to  the  Cuban  commission  I  do  not  not  know ;  I  was  not  here  in  Wash- 
ington when  that  took  place.  It  was  taken  up  with  the  Cuban  min- 
ister. The  Cuban  minister  himself  intervened  and  demanded  a 
higher  price  than  was  ultimately  granted.  He  did  not  demand  it :  he 
asked  it. 

Senator  Lodge.  Then  Mr.  Rolph  was  the  representative  of  the  State 
Department? 

Mr.  LiNDLEY.  No,  sir.  He  is  the  head  of  the  sugar  department  of 
the  Food  Administration. 

Senator  Lodge.  I  am  aware  of  that.  I  meant,  was  not  he  the  repre- 
sentative in  that  particular  matter  of  the  State  Department? 

Mr.  LiNDLEY.  iJo,  sir ;  except  as  he  followed  the  request  that  came 
from  the  executive,  the  State  Department.  He  was  not  pretending 
to  act  as  a  representative  of  the  State  Department. 

The  Chairman.  Mr.  Spreckels,  did  vou  feel  at  liberty,  when  you 
were  called  here  to  Washington,  to  decline  to  agree  to  allow  all  your 
sugar  to  be  purchased  through  this  international  committee? 

Mr.  Spreckels.  I  felt  that  if  I  did  not  sign  the  contract  the  license 
would  be  taken  away. 

The  Chairman.  Since  you  have  declined  to  sign  this  contract  bind- 
ing yourself  to  take  the  Cuban  sugar  crop,  such  portion  as  is  allotted 
to  you,  at  any  price,  have  you  had  any  conversation  with  any  of  these 
gentlemen  about  that? 

Mr.  Spreckei^.  Yes ;  I  had  a  talk  with  Mr.  Rolph.  I  told  him  that 
I  thought  it  was  manifestly  unfair  to  ask  us  to  enter  into  a  contract 
the  contents  of  which  we  did  not  know.  We  did  not  know  the  terms, 
the  conditions,  how  the  sugar  was  to  come  here,  and  I  did  not  feel 
that  it  was  right  to  ask  me  to  obligate  my  company  to  the  extent  of 
$50,000,000  which  might  be  suddenly  thrown  onto  us  and  for  us  to 
pay  for  it,  with  the  fanancial  conditions  in  this  country  as  they  are 
I  did  not  think  it  was  fair.  His  answer  to  that  was  that  if  we  did 
not  sign  the  power,  "  Well."  he  said,  "you  will  sign  the  contract."  I 
took  it  as  a  veiled  threat — not  threatening,  but  as  a  veiled  threat.  1 
have  not  signed  the  contract.  I  do  not  know  what  the  contract  is. 
They  did  not  tell  me  what  the  contract  is  going  to  be,  and  I  have  no 
knowledge. 

Senator  Jones.  Have  you  not  agreed  that  you  would  not  buy  any 
of  that  sugar  except  through  this  commission  ? 
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Mr.  Spbeckbls.  Yes,  sir.  I  have  agreed  to  do  that — that  they 
should  arrange,  not  to  buy,  but  arrange  for  the  purchase  of  it. 

Senator  Jones.  Had  any  of  the  1918  crop  been  contracted  for  be- 
fore you  entered  into  that  agreement? 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  The  point,  Senator  Jones,  is  this,  I  think,  and  I 
do  not  believe  it  has  been  made  plain  to  you,  or  else  perhaps  I  do  not 
urderstand  it ;  but  I  understand  that  the  contract  which  Mr.  Spreck- 
eN  was  asked  to  sign,  and  which  is  this  little  authority  here 

Senator  Jones.  I  remember  that,  but  I  was  referring  to  the  pre- 
\  ious  contract  there. 

Mr.  Spreckels.  The  so-called  agreement,  Senator — I  think  that  is 
^vhat  you  have  reference  to. 

Senator  Jones.  Yes ;  that  is  what  I  had  reference  to. 

Mr.  Spreckels.  That  is  it,  there. 

Senator  ICenyon.  I  call  your  attention,  Senator,  to  clause  J. 

Senator  Jones.  I  will  read  clause  1  [reading]  : 

The  Uiilte<l  States  FihxI  Admin Istrattu*  agrees  that  the  said  International 
Sugar  Committee  shaU  arrange  for  the  purchase  of  raw  sugar  from  the  West 
Indies  and  such  oth^"  import  sources  as  are  available,  for  the  purpose  of  sup- 
plying and  apportioning  the  requirements  of  the  United  States  and  of  the 
oth#»r  nations  at  war  with  Germany. 

The  Chairman:  Then  you  agreed  to  purchase  only  through  that 
source.  Is  it  not  necessary  that  there  be  some  arrangement  made  for 
the  purchase  of  this  Cuban  supply  of  sugar  in  order  to  prevent  its 
goin^  to  sources  to  which  this  Government  does  not  desire  to  have 
itgol 

Mr.  Spreckels.  I  think  not. 

Senator  Jones.  You  think  not. 

Mr.  Spreckei^.  I  think  not. 

The  Chairman.  Why? 

Mr.  Spreckels.  I  do  not  think  it  is  necessary  for  us  to  enter  into  a 
contract.    They  can  arrange  for  the  purchase. 

Senator  Jones.  How  ? 

Mr.  Spreckels.  As  every  refiner  in  the  United  States  does,  them- 
selves included — those  members  of  the  board.  They  do  not  contract 
for  a  whole  year's  supply. 

Senator  Jones.  Whatever  arrangement  is  made  must  be  one  which 
is  satisfactory  to  the  Cuban  planters;  must  it  not  be? 

Mr.  Spreckels.  It  must  be  mutually  satisfactory,  or  otherwise  they 
would  not  enter  into  a  contract. 

Senator  Jones.  Now  then,  is  it  not  advisable  to  tie  up  the  whole 
Cuban  crop  in  some  way? 

Mr.  Spregkelb  Not  in  my  judgment. 

Senator  Jones.  Not  in  your  judgment?    Why  not? 

Mr.  Spreckels.  I  do  not  know  how  long  the  war  is  goin^  to  last^ 
and  we  are  fixing  a  price  for  a  whole  year.  If  the  war  suddenly  ter- 
minates we  are  a  free  lance.  The  act  itself  only  provides  that  it  is 
(luring  the  time  of  the  war,  the  period  of  war;  but  they  are  extending 
beyond  that  period.  I  do  not  know;  the  war  may  last  one  year  or 
it  may  last  one  month.    I  do  not  know. 

Senator  Jones.  Do  you  think  it  i)racticable  to  control  the  supply  of 
I  he  Cuban  sugar  without  contracting  for  or  making  some  arrange- 
ment regarding  the  entire  crop  ? 
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Mr.  Spreckels.  I  do  not  think  it  is  advisable,  decidedly. 

Senator  Jones.  Do  you  think  it  practicable  to  control  the  entire 
crop  without  makinff  some  such  arrangement? 

Mr.  Spreckels.  I  do. 

Senator  Jones.  Have  you  discussed  that  matter  with  the  Cuban 
planters  ? 

Mr.  Spreckels.  No. 

Senator  Jones.  What  makes  you  think,  then,  that  it  is  practicable^ 

Mr.  Spreckels.  Because  where  they  have  an  enormous  crop,  Cuba 
is  right  at  our  doors ;  the  Cuban  planter  can  not  store  his  whole  crop. 

Senator  Jones.  He  can  not  store  it  all;  that  is  quite  true. 

Mr.  Spreckels.  And  he  must  send  it  somewhere. 

Senator  Jones.  Yes. 

Mr.  Spreckels.  Now,  where  are  they  going  to  send  it  to? 

Senator  Jones.  I  should  like  to  have  you  answer  your  own  in- 
quiry if  you  can. 

Mr.  Spreckels.  Very  well.  The  answer  to  that  is  that  England 
has  reduced  its  consumption  down  to  900,000  tons. 

Senator  Jones.  But  would  not  England  like  to  ^et  more? 

Mr.  Sprbckels.  No.  They  have  not  the  ships  available  to  carry  it 
and  the  length  of  the  voyage  is  too  great.  We  are  right  immediately 
at  the  doors,  and  it  is  natural  for  them  to  ship  it  to  the  United  States. 

Senator  Jones.  What  was  the  purpose,  then,  id  trjring  to  control 
last  year's  crop,  if  natural  conditions  would  do  it? 

Mr.  Spreckels.  They  did  not  control  it.  There  was  no  effort  made 
to  control  last  year's  crop. 

Senator  Jones.  I  thought  there  was  an  effort  made  by  fixing  the 
prices. 

Mr.  Spreckels.  Last  year's  crop? 

Senator  Jones.  I  mean,  this  year's  crop — the  1917  crop. 

Mr.  Spreckels.  Only  since  October  of  this  year. 

Senator  Jones.  What  was  the  purpose  in  doing  that? 

Mr.  Spreckels.  I  shall  have  to  ask  you  to  refer  to  Mr.  Hoover  for 
an  answer  to  that  question,  what  his  purpose  was. 

Senator  Jones,  i  ou  do  not  think  it  was  necessary  ? 

Mr.  Spreckels.  I  did  not  think  it  was  necessary. 

Senator  Kenyon.  Was  there  not  competitive  buying  for  the  sugar 
of  Cuba,  and  would  there  not  have  been  competitive  i)uying  among 
the  allies? 

Mr.  Spreckels.  They  fixed  the  price  without  obtaining  the  sugar : 
and  a  price  without  sugar  I  do  not  think  is  of  any  value  to  the  con- 
sumer or  to  the  refiner. 

Senator  Jones.  Did  not  this  country  get  the  sugar  ? 

Mr.  Spreckels.  No.    They  got  some.    They  did  not  get  it  all. 

Senator  Jones.  How  muchf 

Mr.  Spreckels.  A  very  limited  amount;  less  than  half  the  amount 
that  was  available. 

Senator  Jones.  Who  got  the  rest? 

Mr.  Spreckels.  It  went  in  different  directions. 

Senator  Jones.  What  are  those  different  directions  ? 

Mr.  Spreckels.  I  could  not  tell  you  where  it  went  to. 

Senator  Kenyon.  Did  not  England  and  France  get  a  quantity 
of  it? 
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Mr.  Spreckels.  They  got  some  of  it.    I  believe  Spain  got  some. 

The  Chairman.  You  spoke  of  Mexico  the  other  night.  t 

Mr.  Spreckels.  I  think  some  went  to  Mexico. 

Senator  Jokes.  Then  if  we  had  made  arrangements  to  control  the 
entire  supply  we  would  have  been  better  off,  would  we  not? 

Mr.  Spreckels.  Do  you  mean  since  October? 

Senator  Jones.  Yes;  since  October. 

Mr.  Spreckels.  I  do  not  know  exactly  what  you  mean  by  "  con- 
trol." 

Senator  Jones.  I  mean,  get  control  of  it  through  contract. 

Mr.  Spreckeus.  I  wantea  to  get  control,  to  buy  it  in  the  open  mar- 
ket and  pay  the  price  for  it. 

Senator  Jones.  You  also  wanted  to  disturb  the  entire  sugar  mar- 
ket, did  you  not? 

Mr.  Spreckels.  No:  I  did  not. 

Senator  Jones.  Would  not  that  have  been  the  eflfect? 

Mr.  Spreckels.  On  the  contrary,  if  you  will  read  my  telegram,  I 
(explicitly  stated  that  the  price  of  our  refined  sugar  should  not  be 
advanced. 

Senator  Jones.  I  know  you  did ;  but,  at  the  same  time,  would  not 
the  effect  of  that  have  been  to  disturb  the  sugar  price  generally? 

Mr.  Spreckels.  I  think  not. 

Senator  Jones.  Why  not? 

Mr.  Spreckels.  Because  we  were  willing  to  take  all  that  was  re- 
maining there  and  refine  it  to  full  capacity.  Instead  of  having  our 
works  lying  idle,  we  would  have  taken  that  and  refined  it  regardless 
of  a  profit. 

Senator  Jones.  Would  not  that  have  had  the  effect  of  increasing 
the  price  of  larger  supplies  of  sugar  than  that  small  amount  remain- 
ing in  Cuba? 

Mr.  Speckels.  No. 

Senator  Jones.  Whv  not? 

Mr.  Spreckels.  Where  are  the  larger  supplies?  In  Java?  It 
would  not  affect  that  price. 

Senator  Jones.  Well,  I  mean  from 

Mr.  Spreckles.  From  where? 

Senator  Jones.  From  Honolulu,  for  instance. 

Mr.  Spreckels.  Oh,  yes;  Honolulu — ^it  might  affect  the  price  of 
Mr.  Rolph's  refinery,  wnich  was  receiving  sugar,  and  he  would  have 
to  pay;  but  still  he*  would  get  his  sugars  25  cents  a  hundred  pounds 
less  than  what  I  would  be  paying.  If  he  wanted  to  make  an  addi- 
tional profit  and  be  less  patriotic  than  we  were,  he  would  advance 
his  price;  but  if  he  would  do  what  we  were  willing  to  do  and  refine 
those  sugars  and  pay  the  different  price,  he  had  already  an  advan- 
ta^  of  25  cents  a  hundred;  he  coula  have  done  it. 

Sentaor  Jones.  Mr.  Spreckels,  it  appears  in  one  of  the  letters  her© 
written  to  you,  and  I  have  not  heard  your  admission  or  denial  of 
the  fact,  that  you  insisted  that  there  should  be  a  differential  of  $1.4C 
per  hundred. 

Mr.  Spreckels.  Yes,  sir. 

Senator  Jones.  Instead  of  $1.80. 

Mr.  Spreckels.  Yes,  sir.    May  I  explain  that? 

Senator  Jones.  Yes. 
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Senator  Kenton.  Before  you  do  that,  was  that  a  fixed  deferential  ? 
f  Mr.  Spreckels.  No,  sir. 

Senator  Kenyon.  Or  a  maximum  differential  ? 

Mr.  Spreckels.  That  was  a  maidmum  that  we  would  be  allowed; 
and  as  no  price  had  been  fixed  excepting  on  granulated  sugar,  I  felt 
that  a  maximum  of  $1.40 — not  necessarily  a  minimum,  because  we 
had  no  guarantee  whatever  that  we  would  have  a  differential  of  $1.40 
a  hundred,  but  a  maximum — I  wanted  the  maximum  established  so 
that  we  could  at  least  cope  with  our  competitors  who  were  selling  a 
lower  product  for  a  greater  price. 

Senator  Jones.  Did  you  sell  any  for  less  than  the  maximum  ? 

Mr.  Spreckels.  No,  sir.  We  had  none.  We  had  no  sugar.  When 
I  say  "  no  sugar  "  I  mean  practically  none.    We  closed  down. 

Senator  Vardaman.  While  you  are  on  that  point,  will  you  explain 
to  the  committee  what  special  advantage  to  the  refiners  the  fixing  of 
this  high  price  would  be  ? 

Mr.  Spreckels.  There  is  no  advantage. 

Senator  Vardaman.  No  advantage  to  the  refiners  at  all  ? 

Mr.  Spreckels.  On  the  contrary,  there  is  a  disadvantage.  We  are 
obligating  ourselves 

Senator  Vardaman.  Then  the  refiner,  in  fixing  this  high  price  of 
Cuban  sugar,  was  not  to  secure  any  advantage  at  all,  any  additional 
profit? 

Mr.  Spreckels.  For  the  refiners?     None. 

The  Chairman.  But  you  have  already  stated  that  there  would  be 
an  effect,  now,  upon  the  price  of  beet  sugar  and  upon  the  price  of 
cane  sugar  in  this  country.  That  is,  if  you  make  a  contract  at  a  high 
price  for  Cuba  next  year,  that  price  would  affect  all  of  the  product 
in  this  country  ? 

Mr.  Spreckels.  It  would. 

The  Chairman.  Who  owns  the  beet  sugar  factories  of  this  coun- 
try? 

Mr.  Spreckels.  The  American  Sugar  Befining  Co.  has  large  in- 
vestments in  beet  sugar  factories. 

Senator  Vardaman.  Then,  Mr.  Spreckels,  the  fixing  of  this  high 
price  brought  no  excess  profits  at  all  to  the  men  who  refined  the 
sugar? 

Mr.  Spreckels.  The  producer  and  certain  refiners  would  have  an 
advantage,  l)ecause  they  are  interested  in  the  beet  sugar,  and  it  fixes 
definitely  the  price. 

Senator  Vardaman.  How  would  the  fixing  of  the  price  of  Cuban 
sugar  operate?  Would  that  add  to  the  interest  or  the  income — ^the 
dividends — of  the  refiners  ? 

Mr.  Spreckels.  No,  sir;  not  directly. 

Senator  Vardaman.  What  interest  would  these  men  have  had  who 
are  forming  a  trust  in  raising  the  price  of  sugar  to  the  consumers 
of  America? 

Mr.  Spreckels.  As  a  refiner,  they  would  have  no  advantage,  but  as 
a  producer  they  would  have  a  decided  advantage. 

Senator  Vardaman.  Do  the  refiners  of  this  country  own  the  sugar 
plantations  in  Cuba  ? 

Mr.  Spreckels.  No;  they  own  the  beet  factories,  and  also  the  fac- 
tories in  Hawaii. 
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Senator  Vardaman.  Does  not  raising  the  price  on  Cuban  sugar 
reduce  the  profits  that  they  would  receive  on  Hawaiian  sugar,  causing 
them  to  pay  more  for  Hawaiian  sugar? 

Mr.  Spreckels.  They  go  up  automatically. 

Senator  Lodge.  They  go  up  automatically  with  the  Cuban  sugar. 
The  basic  price  is  the  Cuban  sugar  imported. 

Senator  Vardaaian.  I  can  understand  that,  but  I  want  to  find  out 
what  interest  the  refiners  had  in  raising  the  price  of  sugar  to  the 
consumer  if  they  themselves  did  not  make  any  profit  out  of  it,  if  they 
did  not  enhance  their  profits.  That  is  the  point  that  I  should  like 
to  bring  out. 

Senator  Lodge.  So  far  as  they  own  factories  or  plantations  in 
Hawaii,  that  is  where  they  would  benefit ;  not  in  the  refining. 

Mr.  Spreckels.  Not  in  the  refining. 

The  Chairman.  In  order  to  clear  up  this  matter  of  contracting: 
Mr.  Spreckels,  is  it  necessary  at  all  to  contract  in  order  to  get  these 
sugai-s — to  contract  in  advance? 

Mr.  Spreckels.  In  my  opinion,  no. 

The  CiiAiRMAN.  If  it  is  necessary  to  contract  to  get  the  Cuban 
<ugar,  why  is  it  not  equally  necessary  to  contract  for  Porto  Rican  and 
Philippine  sugars? 

Mr.  Spreckels.  I  should  say  that  if  it  be  necessary  to  contract  for 
one  it  would  be  necessaiy  to  contract  for  the  other,  but  in  my  judg- 
ment I  do  not  think  it  would  be  necessary  to  contract  for  either  or 
any  of  them. 

The  Chairman.  Do  you  know  in  what  proportion  of  the  beet  sugar 
manufactories  what  we  have  called  the  trust  is  heavily  interested? 

1  do  not  inean  in  numbers,  but  in  capacity  and  output. 

Mr.  Spreckels.  I  can  not  say  definitely  as  to  that.  You  would 
have  to  get  information  as  to  that  from  other  people.  My  opinion  at 
best  would  be  only  a  guess. 

The  Chairman.  Can  you  tell  me  what  the  cost  of  beet  sugar  pro- 
duction was  to  the  beet  sugar  factories  last  year  ? 

Mr.  Spreckels.  I  have  before  me  the  annual  report  of  the  Ameri- 
can Beet  Sugar  Co.  for  the  year  ended  March  31,  1917.  It  reports 
the  factory  cost  as  $3.33  per  100  pounds.  In  1916,  the  year  previous^ 
it  was  $3.10. »  The  cost  has  gone  up  23  cents  per  100  pounds. 

The  Chairman.  If  the  cost  for  the  Cuban  sugar  crop  which  is  now 
being  harvested  is  fixed  so  that  the  wholesale  price  here  would  be 
$7.25,  and  the  beet-sugar  prices  went  up  correspondingly,  how  much 
profit  would  that  leave  the  beet-sugar  gentlemen  ? 

Mr.  Spreckels.  Somewhere  about  $60,000,000— about  $62,000,000. 

Senator  Jones.  I  wish  you  would  give  the  basis  of  vour  calcula- 
tion— that  is,  the  price  per  pound,  the  number  of  pounds,  etc. 

Mr.  Spreckels.  I  deduct  the  prices  stated  in  their  balance  sheet 
here,  $3.33,  from  $7.25.  That  would  leave  a  profit  of  $3.92  per  hun- 
dred pounds,  or,  to  be  exact,  $78.40  per  ton  of  sugar  profit.  Assum- 
ing that  there  were  800,000  short  tons,  that  would  be  $62,720,000. 

Senator  Kenton.  On  the  basis  of  $7.90? 

Mr.  Spreckels.  On  the  basis  of  $7.25.    I  forgot  to  take  oflf  that 

2  per  cent.    Two  per  cent  should  be  taken  off  of  that. 

The  Chairman.  Why  should  the  2  per  cent  be  taken  off? 


•J 
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Mr.  Spreckels.  For  the  cash  discount.  The  price  was  fixed  at 
$7.25  a  hundred  less  2  per  cent. 

The  Chairman.  For  cash. 

Mr.  Spreckels.  That  would  leave  $61,500,000. 

The  Chairman.  And  yet,  with  that  enormous  profit,  the  farmers 
are  clamoring  about  the  prices  they  are  getting  for  their  beets? 

Mr.  Spreckels.  They  are. 

The  Chairman.  Has  there  been  any  regulation,  so  far  as  you  know, 
to  protect  the  beet-producing  farmer  and  see  that  he  gets  a  good 
price  for  his  beets  ? 

Mr.  Spreckels.  Not  that  I  know  of.  I  understand  from  this  ex- 
change of  telegrams  that  there  has  not  been. 

The  Chairman.  That  is,  the  telegrams  referred  to  in  your  letter? 

Mr.  Spreckels.  Referred  to  in  the  letter. 

Senator  Vardaman.  You  have  not  heard  that  they  had  given  them 
an  increased  price  for  beets  of  10  cents? 

Mr.  Spreckels.  What  do  you  mean — 10  cents  per  ton  of  beets. 

Senator  Vardaman.  In  the  last  few  days. 

Mr.  Spreckels.  Per  ton  of  beets?  No;  I  heard  that  they  had 
raised 

Senator  Vardaman.  It  is  suggested  that  it  is  $7.36  now,  instead 
of  $7.26. 

Mr.  Spreckels.  Instead  of  $7.25,  they  have  raised  the  price  to  $7.35. 
I  had  forgotten  that.  They  did  that  recently.  In  other  words,  the 
beet  factories  would  make  just  10  cents  a  hundred  more — $2  a  ton. 
That  would  be  $1,600,000  in  addition  to  this  amount. 

The  Chairman.  Is  that  the  price  of  sugar  that  has  been  raised, 
or  of  beets? 

Mr.  Spreckels.  As  I  understand,  by  mutual  agreement  the  beet 
factories  fixed  the  price  arbitrarily  at  $7.25. 

The  Chairman.  For  sugar  or  beets? 

Mr.  Spreckels.  For  sugar;  and  they  have  changed  that  now  to 
$7.36. 

The  Chairman.  But  have  you  heard  of  anybody  putting  up  the 
price  of  beets,  the  thing  the  farmer  produces  ? 

Mr.  Spreckels.  I  have  not.  I  have  a  statement,  as  giveiF^out  by 
Willett  &  Gray,  as  to  the  prices  that  they  pay  abroad  ^  for  beets,  if 
that  is  of  interest.    You  can  check  it  up  with  this  country  later. 

The  Chairman.  Very  well ;  just  let  us  have  it.  Willett  &  Gray  are 
the  statisticians? 

Mr.  Spreckels.  They  are  the  statisticians. 

The  Chairman  (reading) : 

Exhibit  No.  20. 

Septehbeb  4,  1917. 

i.ate6t  prices  fob  beett  boots. 

HoUafid:  25  to  26  florins  ($10.05  to  $10.45)  per  ton,  basis  14  per  cent. 

France:  55  francs  ($10.62)  per  ton,  minimum  price.  (Increase  60  centimes 
for  every  A  degree  above  7.5  degrees 

Russia:  6  rubles  per  berkowetz  (about  $19  per  ton).  Still  later  advices  say 
that  owing  to  heavy  Increases  In  cost  of  labor,  etc.,  the  price  will  be  fixed  in  cor- 
respondence to  real  cost  of  production  and  treatment. 

Belgium:  6K)  francs  ($11.58)  per  ton  against  45  francs  ($8.70)  last  year. 
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Spain:  50  pesetas  ($9.65)  per  ton  delivered  to  buyers  factory  f.  o.  b.  basis  of 
12  per  cent. 

Germany:  M  2.50  for  50  kilograms  ($12.08  per  ton). 

Austria:  Latest  advices  are  to  the  effect  that  prices  have  advanced  3.50  krone 
per  100  kilograms  for  1917-18  compared  with  normal  prices.  Normal  price  2.10 
krone  before  war.    5.60  krone=$11.55  per  ton. 

The  Chairman.  I  read  to  you  from  Poor's  Manual  of  Industrials 
for  1917  this  statement  on  the  question  of  .the  holdings  of  the  Ameri- 
can Sugar  Refining  Co.  in  beet  sugar  [reading]  : 

The  American  Sugar  Ilefining  Co.  is  interested  in  the  following  beet-sugar 
curapanles:  Alameda  Sugar  Co.  (California),  Great  Western  Sugar  Co.  (Colo- 
rado), Michigan  Sugar  Co.  (Michigan)  ;  Spreckels  Sugar  Co.  (California),  Iowa 
Sugar  Co.  (Iowa),  and  Continental  Sugar  Co.  (Ohio).  Of  the  83  factories  In 
the  United  States  which  produce  sugar  from  beets,  with  an  estimated  aggre- 
gate dally  capacity  of  73,000  tons  of  beets  and  a  period  of  operation  from  75  to 
100  days  each  year,  the  American  Sugar  Refining  Co.  is  Interested  In  26  fac- 
tories belonging  to  the  above-named  companies,  with  a  dally  slicing  capacity  of 
aboat  81,000  tons.  During  1914  the  company  disposed  of  its  entire  holdings  in 
the  Utah-Idaho  Sugar  Co.,  the  Amalgamated  Sugar  Co.,  and  the  I^wlston  Sugar 
Co.,  and  In  1916  of  the  Menominee  River  Sugar  CJo.  (Michigan). 

OOVEBNMENT    AND    OTHER    SUITS. 

Oovemment  suit — On  November  28,  1910,  the  United  States  Government 
entered  a  suit  In  equity  seeking  the  dissolution  of  the  company  for  alleged 
violation  of  the  Sherman  antitrust  law.  In  a  circular  sent  to  stockholders 
under  date  of  January  15,  1914,  the  company  outlining  Its  position  with  regard 
to  the  suit  said : 

"After  practically  three  years  the  Government  has  finished  taking  its  testimony. 
The  evidence  shows  no  monopoly  at  present  existing,  no  restraint  of  trade,  and 
no  act,  direct  or  indirect,  in  violation  of  law  by  the  present  management  of  the 
company.  With  a  feeling  that  every  effort  should  be  made  to  terminate  the  ex- 
pensive litigation  the  company  did  make  an  effort  to  adust  its  differences  with 
the  C^vemment.  These  advances  having  been  declined  the  company  proposes 
to  defend  the  interests  of  its  shareholders  with  confidence  and  vigor.** 

Gn  October  13,  1914,  counsel  for  the  (Government  and  the  company  entered 
into  a  stipulation  closing  the  taking  of  testimony.  It  is  understood  that  argu- 
ment of  the  case  will  be  had  after  the  United  States  Supreme  Court  decides  the 
Harvester  case,  whichi  s  to  be  reargued  before  that  court. 

Suits  by  Louisiana  planters. — C'ounsel  for  the  company  on  July  18,  1914,  filed 
exceptions  in  the  United  States  district  court  at  New  Orleans  to  about  200 
antitrust  suits  instituted  by  planters  and  sugar  manufacturers  of  Louisiana 
against  the  so-called  Sugar  Trust.  The  plaintiffs  demand  payment  of  an  aggre- 
^te  of  more  than  $150,000,000  In  damages  for  alleged  violations  of  Sherman 
law.  In  April,  1917,  these  suits  were  settled,  the  sugar  company  agreeing  to 
I»ay  the  planters  between  $600,000  and  $700,000. 

State  of  Louisiana  suits. — On  September  10,  1914,  suit  to  oust  company  from 
Ix»uisiana  was  brought  In  the  State  civil  district  court  at  New  Orleans  in  the 
name  of  the  State,  and  on  October  27,  1914,  the  State  filed  a  supplementary 
Mil  asking  for  an  injunction  to  prevent  the  company  from  doing  business  in 
the  State  and  also  the  appointment  of  a  receiver.  The  action  was  brought  at 
the  instigation  of  Gov.  Hall.  The  civil  court  at  New  Orleans,  on  Decem- 
ber 7,  1914,  dismissed  the  suit.  On  May  26,  1915,  the  State  supreme  court 
affirmed  the  lower  court,  on  ground  that  the  constitutional  convention  of  1913 
was  without  authority  to  authorize  the  filing  of  the  suit.  Subsequently,  how- 
ever, the  State  brought  a  second  ouster  suit,  which  is  pending  In  the  State 
courts. 

The  Chairman.  Then  there  is  some  more  of  that.  I  do  not  care  to 
put  it  into  the  record,  unless  somebody  wants  it.    I  had  not  read  it, 

myself. 

Mr.  LiNDLET.  Mr.  Chairman,  I  thmk  the  decision  of  the  Supreme 
Court  of  the  United  States  in  that  controversy  between  the  Louisiana 
planters  and  the  sugar  refiners  ought  to  be  stated  in  that  connection. 
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The  Chairman.  I  am  just  reading  what  is  in  this  book.  Is  there 
something  further? 

Mr.  LiNDLEY.  I  do  not  know  the  edition  of  that  book,  but  I  do 
know  that  the  Supreme  Court  of  the  United  States  held  all  that 
legislation  in  Louisiana  to  be  unconstitutional. 

The  Chairman.  This  is  the  latest  edition,  1917. 

Mr.  LiNDUEY.  I  think  you  will  find  it  there. 

The  Chairman.  You  say  the  Supreme  Court  of  the  United  States, 
declared  the  legislation  in  Louisiana  to  be  unconstitutional  ? 

Mr.  Spreckei^s.  Yes,  sir. 

The  Chairman.  Well,  of  course  that  would  not  be  very  pertinent. 

Mr.  Spreckels.  The  suits  were  brought  under  the  State  laws  to 
forfeit  their  charter  and  prevent  them  fiom  doing  business. 

The  Chairman.  Mr.  Spreckels,  have  you  signed  yet  that  contract 
or  authority  to  bind  you  for  such  portion  of  the  Cuban  sugar  crop 
as  may  be  allotted  to  you  ? 

Mr.  Spreckels.  I  have  not. 

The  Chairman.  Did  you  have  any  conversation  with  Mr.  Rolph 
or  with  anybody  else  about  what  would  happen  if  you  did  not 
sign  it? 

Mr.  Spreckels.  None.  He  only  suggested  that  if  I  did  not  sign 
it  I  would  sign  the  contract. 

The  Chairman.  If  you  did  not  sign  what? 

Mr.  Spreckels.  The  power. 

The  Chairman.  If  you  did  not  sign  the  power,  you  would  sign  the 
contract? 

Mr.  Spreckels.  I  would  sign  the  contract. 

Senator  Jones.  What  contract? 

Mr.  Spreckels.  That  they  proposed  to  make  with  the  Cuban 
planters. 

Senator  Jones.  He  said  you  would  sign  it? 

Mr.  Spreckels.  Yes ;  if  I  did  not  sign  that,  he  said,  I  would  sign 
the  contract. 

The  Chairman.  If  you  did  not  sign  the  authority,  you  would  sign 
the  contract? 

Mr.  Spreckels.  I  would  sign  the  contract.  I  accepted  that, 
frankly,  as  a  sort  of  a  veiled  threat.  However,  not  knowing  where  I 
stood  I  thought  I  would  stand  still  for  a  while,  and  I  have  not  signed 
anything. 

The  Chairman.  The  question  has  been  raised  here  of  whether 
there  was  any  power  of  coercion — that  is,  if  it  was  exercised — a 
power  to  make  you  do  what  they  pleased.  I  read  section  5  of  this 
act  [reading] : 

Sec.  5.  That,  from  time  to  time,  whenever  the  President  shaU  find  it  essential 
to  license  the  importation,  manufacture,  storage,  mining,  or  distribution  of  any 
necessaries,  in  order  to  carry  into  eflFect  any  of  the  purposes  of  this  act,  and  shall 
publicly  80  announce,  no  person  shall,  after  a  date  fixed  in  the  announcement, 
enjrape  in  or  carry  on  any  such  business  specified,  in  the  announcement  of  im- 
portation, manufacture,  storage,  mining,  or  distribution  of  any  necessaries  as 
set  forth  in  such  announcement,  unless  he  shall  secure  and  hold  a  license  issued 
pursuant  to  this  section.  The  President  is  authorized  to  issue  such  licenses  and 
to  prescribe  regulations  for  the  issuance  of  licenses  and  requirements  for  sys- 
tems of  accounts  and  auditing  of  accounts  to  be  kept  by  licensees,  .submission  of 
reports  by  them,  with  or  without  oath  or  affirmation,  and  the  entry  and  inspec- 
tion by  the  President's  duly  authorized  agents  of  the  places  of  business  of 
licensees.     Whenever  the  President  shall  find  that  any  storage  charge,  com- 
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mission,  profit,  or  prnctlce  of  any  licensee  Is  unjust,  or  uii reasonable,  or  dis- 
i'rimlnatory  and  unfair,  or  wasteful,  and  shall  order  such  licensee,  within  a 
reasonable  time  fixed  in  the  order,  to  discontinue  the  same,  unless  such  order, 
which  shall  recite  the  facts  found,  is  revoked  or  suspended,  such  licensee  shall, 
within  the  time  prescribed  in  the  order,  discontinue  such  unjust,  unreasonable, 
discriminatory  and  unfair  storage  charge,  commission,  profit,  or  practice.  The 
i*resldent  may,  in  lieu  of  any  such  unjust,  unreasonable,  discriminatory,  and 
unfair  storage  charge,  commission,  profit,  or  practice,  find  what  is  a  just,  reason- 
able, nondiscriminatory  and  fair  storage  charge,  commission,  profit,  or  practice, 
and  in  any  proceeding  brought  in  any  court  such  order  of  the  President  shall  be 
prima  facie  evidence.  Any  person  who,  without  a  license  issued  pursuant  to 
this  section,  or  whose  license  shall  have  been  revoked,  knowingly  engages  in  or 
<*arries  on  any  business  for  which  a  license  is  required  under  this  section,  or 
willfully  fails  or  refuses  to  discontinue  any  unjust,  unreasonable,  discriminatory, 
nnd  unfair  storage  charge,  commission,  profit,  or  practice,  in  accordance  with 
the  requirement  of  an  order  issued  under  this  section,  or  any  regulation  pre- 
scribed under  this  section,  shall,  upon  conviction  thereof,  be  punished  by  a  fine 
Jiot  exceeding  $5,000,  or  by  imprisonment  for  not  more  than  two  years,  or  both : 
Provided,  That  this  section  shall  not  apply  to  any  farmer,  gardener,  cooperative 
association  of  farmers  or  gardeners,  including  live-stock  farmers,  or  other  per- 
sons with  respect  to  the  products  of  any  farm,  garden,  or  other  land  owned, 
leased,  or  cultivated  by  him,  nor  to  any  retailer  with  respect  to  the  retail  busi- 
ness actually  conducted  by  him,  nor  to  any  common  carrier,  nor  shall  anything 
in  this  section  be  construed  to  authorize  the  fixing  or  Imposition  of  a  duty  or 
tax  upon  any  article  imported  into  or  exported  from  the  United  States,  or  any 
State,  Territory,  or  the  District  of  Columbia;  Provided  further.  That  for  the 
purposes  of  this  act  a  retailer  shall  be  deemed  to  be  a  person,  copartnership, 
firm,  corporation,  or  association  not  engaged  in  the  wholesale  business  whose 
CToss  sales  do  not  exceed  $100,000  per  annum. 

The  Chairman.  Was  your  company,  under  the  terms  of  this  act,  re- 
<]uired  to  take  out  a  license? 

Mr.  Spreckels.  We  were. 

The  Chairman.  And  about  when  was  that? 

Mr.  Spreckels.  Shortly  after  we  signed  the  agreement  with  the 
Food  Administrator.  We  have  a  license  to  manufacture,  but  we 
have  as  yet  no  license  to  sell:  yet  we  have  been  selling.  In  the  ap- 
plication I  inserted  the  words  "  and  sell,"  "  manuf  acturo  and  sell," 
and  the  license  itself  which  came  back  says  that  we  have  the  right  to 
manufacture. 

Senator  Jones.  Have  you  any  license  to  import? 

Mr.  Spreckels.  No  ;  I  do  not  think  it  covers  that. 

Senator  Jones.  I  thought  it  did. 

Senator  Vardabian.  Yes;  it  does. 

Senator  Lodge.  The  law  gives  a  license  to  import. 

Mr.  Spreckels.  To  import — ^yes,  I  think  so.  I  think  it  covers  iiu- 
port  and  manufacture.    It  does  not  give  us  a  license  to  sell. 

Senator  Vardaman.  As  I  remember  your  testimony,  Mr.  Spreckels, 
you  have  not  imported  any  ? 

Mr.  Spreckels.  We  have  not. 

Senator  Vardaman.  Except  under  the  t^^rms  of  this  agreement 
that  you  entered  into. 

Mr.  Spreckels.  That  is  all. 

Senator  Vardaman.  You  were  prohibited  from  importing.  I 
understood  you  to  say  yesterday  that  you  asked  permission  to  do  it. 
You  wanted  to  pay  more  for  it  in  order  that  you  might  keep  your 
mill  running. 

Mr.  Spreckels.  Quite  right. 

Senator  Jones.  Of  that  which  was  imported,  what  percentage  did 
you  get? 
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Mr.  Spreckels.  I  could  not  say  offhand.  I  could  not  tell  you. 
The  amount,  all  told,  was  negligible,  and  I  could  not  tell  you  what 
proportion  it  was.    I  think  we  got  approximately  our  percentage. 

Senator  Jones.  Did  you  not  get  more  than  your  percentage? 

Mr.  Spreckels.  I  do  not  think  so. 

The  CiiAnniAN.  You  say  it  was  negligible? 

Mr.  Spreckels.  Yes,  sir ;  a  small  amount,  a  negligible  amount. 

The  Chairman.  Did  you  have  any  sugar  at  one  time  under  agree- 
ment to  be  sent  to  France? 

Mr.  Spreckels.  We  had. 

The  Chairman.  Tell  us  about  that  controversy. 

Mr.  Spreckels.  We  still  have  sugar  destined  for  France  unde- 
livered. France  buys  its  sugar  through  the  Royal  British  Commis- 
sion, and  the  statement  was  published  by  the  Food  Administrator 
that  26,000  tons  of  the  sugar  which  was  still  unshipped  by  the  vari- 
ous refiners,  including  the  American  Sugar  Refining  Co.,  the  Warner 
Sugar  Refining  Co.,  and  I  do  not  know  who  else  is  concerned,  had 
been  released. 

The  Chairman.  Have  you  that  statement? 

Mr.  Spreckels.  No  ;  but  I  have  statements  bearing  on  the  subject. 
We  contract  with  the  British  Royal  Commission.  We  had  a  balance 
still  undelivered. 

The  Chairman.  When  was  this  that  you  made  this  contract? 

Mr.  Spreckels.  In  November. 

The  Chairman.  Of  this  year? 

Mr.  Spreckels.  Of  this  year.  We  still  have  some  that  I  believe  we 
will  ship  within  the  next  few  days. 

The  Chairman.  But  when  was  it  that  you  made  the  contract  with 
the  British  Royal  Commission  for  France? 

Mr.  Spreckels.  I  could  not  give  you  that  date. 

The  Chairman.  Can  you  approximate  it? 

Mr.  Spreckels.  There  is  a  gentleman  here  who  can. 

Mr.  LowRY.  July  or  August. 

The  Chairman.  Now,  you  had  a  contract  ? 

Mr.  Spreckels.  We  had  a  contract,  and  they  took  part  of  the  de- 
livery and  went  on. 

The  Chairman.  Who  took  part  of  the  contract? 

Mr.  Spreckels.  The  British  Royal  Commission — sugar  that  was 
destined  for  France.  Owing  to  the  scarcity  of  sugar  in  this  market, 
Mr.  Rolph  suggested  that  we  cancel  those  contracts.  I  said  I  would 
not  cancel  a  contract  unless  I  had  authority  from  the  British  Royal 
Commission  or  a  request  from  them.  I  would  gladly  do  it  for  two  rea- 
sons :  First,  it  wa3  to  our  financial  interest ;  and,  seconds  to  relieve  the 
situation  in  this  market ;  but  in  order  to  cancel  it  I  should  have  au- 
thority from  the  British  Commission. 

Mr.  Rolph  suggested  that  Sir  Joseph  White-Todd,  a  member  of  the 
international  committee,  was  also  a  member  of  the  British  Royal  Com- 
mission, and  I  had  better  go  and  see  him.  I  did  so.  Mr.  Warner  hap- 
pened to  be  present  with  his  sales  manager,  together  with  Mr.  Lowry. 
our  sales  manager ;  and  the  four  of  us  went  to  see  Sir  Joseph  White- 
Todd. 

We  were  ushered  into  his  room,  and  Mr.  Rolph  entered  the  coninnj- 
tee  room  and  asked  our  indulgence  for  a  few  moments;  that  Sir 
Joseph  would  be  with  us  presently.    After  waiting  some  little  time. 
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Sir  Joseph  came  in.  Bidding  us  good  day,  walking  to  his  table,  he 
picked  up  a  paper  and  proceeded  back  to  the  committee  room.  Mr. 
Warner  remarked:  "Sir  Joseph,  we  have  come  here  to  ask  you  a 
question."  Sir  Joseph  said :  "  I  know ;  we  are  taking  it  up,  now.  I 
will  be  with  you  a  little  later." 

After  waiting  some  10  or  15  minutes,  Mr.  Rolph  and  Mr.  Babst 
came  back  instead  of  Sir  Joseph,  Mr.  Babst  taking  care  to  close  the 
door  behind  him,  and  proceeded  to  address  us,  saying ^ 

Senator  Lodge.  May  I  ask  what  Mr.  Babson  it  was?  / 

Mr.  Spregkels.  Mr.  Babst,  president  of  the  American  Sugar  Re- 
fining Co. 

Senator  Lodge.  Oh,  Mr.  Babst !    I  misunderstood  you. 

ilr.  Spreckels.  Mr.  Babst  and  Mr.  Rolph  came  back.  Mr.  Babst 
addressed  us,  and  said  that  unfortunately  the  Food  Administration 
hud  given  out  a  statement  that  26,000  tons  of  sugar  in  part  destined 
for  France  had  been  released  for  this  market ;  that  the  French  Gov- 
ernment, seeing  that  statement,  protested  and  wanted  their  sugar,  as 
they  were  urgently  in  need  of  tnose  sugars.  Mr.  Babst  said :  "  With  a 
view  of  assisting  the  Food  Administrator,  I  again  reviewed  the  con- 
tracts." and,  finaing  that  they  had  not  lifted  the  sugars  at  the  time 
that  tney  had  been  contractea  for,  thev  had  canceled  those  contracts. 

The  Chairman.  Do  you  mean  "  forfeited,"  or  "canceled ?  " 

Mr.  Spreckeub.  Canceled  them,  declined  to  live  up  to  the  con- 
tracts- 

The  Chairman.  You  say  "  lifted  "  the  sugars-  What  do  you  mean 
by  that? 

Mr.  Spreckels.  I  mean  taking  the  sugar,  providing  a  vessel  to 
take  delivery  of  those  sugars — ^taking  delivery  of  them. 

Turning  to  Mr.  Kolph,  he  said :  "  Now,  Mr.  Rolph,  will  you  pro- 
ceed ? "  Mr.  Rolph  then  told  us :  "  You  have  heard,  gentlemen, 
wRat  Mr.  Babst  has  said,  and  I  see  no  reason  why  you  should  not  do 
likewise  and  cancel  your  contracts."  My  reply  to  him  was  that,  as 
far  as  the  Federal  Sugar  Refining  Co.  was  concerned,  we  would  not 
take  advantage  of  any  technicality ;  we  still  adhered  to  our  position 
that  we  would  deliver  those  sugars,  although  it  was  to  our  financial 
interest  to  cancel,  but  we  wanted  authority;  that  I  would  not  take 
advantage  of  any  technicality.  If  the  French  Government  wanted 
it,  they  siiould  have  it.    We  had  it  in  stock. 

Mr.  Rolph  thereupon  said :  "  Very  well ;  if  that  is  your  position,  I 
might  as  well  tell  you  that  no  vessels  will  be  available  for  you  until 
after  the  1st  of  January,  and  you  might  just  as  well  sell,  and  you 
can  replace  those  sugars  at  a  lesser  price."  I  said :  "  With  that  stntp 
ment,  that  no  vessels  will  be  provided  to  us,  we  will  release  those 
sugars  and  take  our  chances  after  January  to  restore  those  sugars 
again." 

A  few  days  after  that  I  received  advices  from  A.  H.  Lamborn  & 
Co.,  under  date  of  November  9,  addressed  to  the  Federal  Sugar  Re- 
fining Co.,  New  York  City,  as  follows  [reading]  : 

Rejcarding  balances  of  refined  siijmr  unshipped  account  of  Koyal  Coramis- 
alon,  please  be  advised  that  tonnage  will  be  provided  to  ship  the  above  su^rs 
next  month — 

That  is,  November — 

taklnjir  delivery  in  December. 
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May  I  pass  that  to  you  ? 

The  Chairman.  Yes. 

Mr.  Spreckels.  I  was  quite  surprised  to  receive  that  from  A.  H. 
Lamborn  &  Co.,  and  I  then  wrote  back  to  Lambom  &  Co  that  letter. 

The  Chairman.  You  can  read  the  letter.  Just  read  your  reply. 
Let  me  ask  you  before  you  read  it,  however,  when  the  statement  was 
made  to  you  that  there  would  be  no  tonnage  available  for  you  or  no 
vessels  to  ship  your  sugar  until  after  January,  what  did  you  under- 
stand by  that? 

Mr.  Spreckels.  That  those  sugars  would  not  be  used  for  France 
until  in  January. 

The  Chairman.  How  about  the  vessels?  Who  was  to  withhold  the 
vessels? 

Mr.  Spreckels.  I  imagined  the  food  administrator,  that  he  had 
authority. 

The  Chairman.  Was  that  what  vou  understood  him  to  mean? 

Mr.  Spreckels.  That  is  what  I  understood  him  to  mean.  I  said: 
"With  that  statement,  I  will  release  the  sugars  for  the  time  being, 
and  then  again  replace  them  when  the  new  sugars  are  coming  in." 

The  Chairman.  Now  read  the  letter  that  vou  wrote  in  replv. 

Mr.  Spreckels.  This  is  addressed  to  A.  H.  Lamborn  &  Co. 

The  Chairman.  By  the  way,  did  they  represent  the  French  people? 

Mr.  Spreckels.  They  represented  the  Royal  Commission,  or  the 
Admiralty.  They  always  provided  the  vessel ;  they  bought  the  sugar 
for  the  Royal  Commission,  and  also  provided  the  vessel.  The  eoi\- 
tract  was  made  by  A.  H.  Lamborn  &  Co.,  agents  for  the  British 
Royal  Commission. 

The  Chairman.  Very  well. 

Mr.  Spreckels.  This  is  dated  November  13  [reading] : 
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November  13,  1917. 
The  a.  H.  Lambobn  Co., 

98  Wall  Street,  New  York,  N.  Y, 

Gentlemen  :  We  beg  to  acknowledge  receipt  of  yours  of  November  9.  advis- 
ing us  that  tonnage  will  be  provided  by  you  next  month  for  the  balance  of 
refined  sugar  not  shipped  for  account  of  the  British  Royal  Commission. 

Mr.  Babst  of  the  International  Sugar  Committee  and  Mr.  Uolph  of  the  luier- 
national  Sugar  Committee  and  in  charge  of  the  sugar  division  of  the  I'nitetl 
States  Food  Administration,  suggested  to  us  on  Friday  last  tlint  we  reganl 
the  contracts  as  canceled,  on  account  of  the  commission  not  complying  with 
the  terms  of  the  contract  In  regard  to  shipment.  Upon  our  refusal  to  caiict'l 
on  these  technical  grounds,  we  were  advised  by  them  that  tonnage  would  not 
be  provided  until  after  the  first  of  the  year  and  we  were  therefore  free  to 
sell  in  the  domestic  market  the  stock  we  were  reserving.  As  a  few  moments 
before  this  statement  was  made  to  us  by  Messrs.  Rolph  and  Babst  Sir  Joseph 
Whlte-Todd  told  us  that  the  International  Sugar  Committee  had  the  matter 
under  discussion,  we  assume  this  plan  has  the  sanction  of  the  British  meml>ers 
of  the  International  Sugar  Committee  and  of  the  British  Royal  Commission, 
and  therefore  do  not  quite  understand  why  you  notify  us  that  you  will  provide 
tonnage  next  month. 

Very  truly,  yours, 

Federal  Sugar  Refintng  Co. 

Mr.  Spreckels.  I  thought  there  might  be  some  misunderstanding. 
The  Chairman.  Was  there  any  further  correspondence  about  that? 
Mr.  Spreckels.  Yes,  sir. 
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The  Cmaiiiman.  Let  us  have  the  next  lettef.  '  '    » '  * 

Mr.  Spreckels.  In  answer  to  that,  Mr.  La mborh  called  in  persrih 
and  said  he  had  had  an  interview  with  Sir  Joseph  White-Todd,  and 
Sir  Joseph  White-Todd  understood  that  we  did  not  have  any  sugars 
on  hand  for  delivery,  and  requested  Lamborn  &  Co.  to  get  from  us 
a  letter  stating  that  we  had  those  sugars  on  hand.  He  could  not 
believe  it;  he  thought  those  sugars  had  already  been  disposed  of. 
That  letter  I  have  not  with  me.  I  gave  a  letter  addressed  to  Sir 
Joseph  White-Todd  to  the  effect  that  we  had  them,  and  we  were 
ready  to  deliver,  and  always  had  been. 

Senator  Jones.  Were  those  sugars  needed  in  the  United  States 
at  that  time? 

Mr.  Spreckels.  They  were.    They  were  needed. 

Senator  Vardaman.  In  your  opinion,  what  w^as  the  purpose  of 
asking  you  to  do  that,  or  that  deception,  if  it  was  deceiving  you  about 
the  matter? 

Mr.  Spreckels.  The  purpose  was  that  Mr.  Babst  wanted  us  to 
take  the  same  position  that  he  had  taken,  and  cancel  that  contract. 
As  his  contracts  that  he  had  made  were  so  much  below  the  market 
then  prevailing,  he  could  make  that  additional  profit  by  selling  the 
sugars  that  really  belonged  to  them,  although- not  paid  for,  and  re- 
lease them  at  a  large  profit  in  this  market.  That  is  the  reason.  I 
can  sec  no  other  reason;  and  in  order  to  sustain  him,  he  asked  the 
Warner  Sugar  Refining  Co.  and  ourselves  to  support  him  and  take 
the  same  view  of  it  as  he  did  and  cancel  the  contract. 

Senator  Jones.  If  those  sugars  were  needed  in  this  market,  might 
you  not  be  able  to  ascribe  sonic  other  reason? 

Mr.  Spkeckels.  I  could  not. 

The  Chairman.  Head  the  letter,  now. 

Mr.  Spreckels.  I  then  sought  an  interview  with  Sir  Joseph 
White-Todd,  and  he  said  that  he  had  understood  Mr.  Babst,  partic- 
uhirly,  and  Mr.  Rolph  to  say  that  we  wanted  our  contract  canceled 
and  iiad  canceled  the  contract;  that  that  was  our  position.  I  said 
they  had  no  right  to  make  any  such  statement,  Mr.  Rolph  and  Mr. 
Babst  both  knowing  that  we  were  willing  to  adhere  strictly  to  the 
contract.  We  had  those  sugars.  After  that  statement  was  made  to 
me  by  Sir  Joseph  White-Todd,  I  addressed  the  following  communi- 
cation to  Mr.  Rolph.    Shall  I  read  it? 

The  Chairman.  Yes. 

Mr.  Spreckels  [reading] : 
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NOVEMHKB  21.  1917. 

Mr.  George  M.  IIolph, 

In  charge  of  Sugar  Division, 

United  States  Food  Admiiiistration, 

m  Wall  Street,  New  York  City. 

Deab  SiTi :  My  object  In  nrldresslng  you  Is  to  obtain  n  retraction  of  a  state- 
ment nttrlbnteil  to  you  by  Sir  .Joseph  White-Todd,  wliich.  If  made.  I  am  eom- 
|ielle<l  to  believe  was  linown  by  you  to  be  false.  I  refer  to  your  assurance 
to  Sir  Joseph  that  my  eonipnny,  Uie  Federal  Sugar  defining  Co.,  intended, 
with  the  American  Suj?ar  Keflning  Co.,  canceling  outstanding  contracts  with 
the  British  Uoyal  Commission,  on  the  wretcliedly  technical  plea  tliat  as  tlie 
timo  for  lifting  the  sugars  had  expired,  the  refiners  were  released  from  their 
obilgntionH. 
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You  win  perhaps  recall  that  on  November  8,  at  a  meeting  of  the  refiners* 
committee,  you  suggested  to  Mr.  Warner  and  myself  that  we  cancel  these 
contracts  and  release  the  sugars  for  the  domestic  market;  and  to  my  inquiry 
whether  such  was  the  desire  of  the  Royal  British  Commission,  you  replied 
that  I  would  better  see  Sir  Joseph  Whlte-Todd  and  ask  him.  Accordingly, 
with  Mr.  Warner,  Mr.  Wemple,  and  Mr.  Lowry,  we  proceeded  to  Sir  Joseph's 
ofilce  and  found  him  engaged  in  a  conference;  however,  we  were  ushered  into 
his  private  office  and  presently  you  emerged  from  the  conference  room  nnd 
told  us  that  Sir  Joseph  would  be  with  us  in  a  few  minutes.  Later  Sir  Joseph 
came  Into  the  room  to  get  a  document  from  his  desk,  and,  as  he  was  return- 
ing, Mr.  Warner  called  to  him  that  we  had  a  question  to  ask  him,  to  which 
Sir  Joseph  replied :  "  Yes,  I  know.  We  are  considering  the  matter  now  and 
I  will  be  with  you  in  a  little  while." 

Shortly  thereafter  you  and  Mr.  Babst  came  out  of  the  conference  room  and. 
closing  Uie  door  after  you,  enjoined  us  to  secrecy  concerning  what  you  were 
about  to  say,  and  particularly  requesting  us  not  to  mention  it  to  Lamborn  & 
Ck>.  Thereupon  Mr.  Babst  stated  that  the  Food  Commission's  recent  state- 
ment that  26,000  tons  of  sugar  destined  in  part  for  France  had  been  released 
for  the  domestic  market  had  stirred  the  French  to  protest,  and  that  the  Food 
Commission  was  placed  thereby  in  an  embarrassing  position,  saying  further 
that  with  a  view  to  assisting  the  Food  Commission  he  had  scrutinized  the 
contracts  wltli  the  American  Sugar  Refining  Co.  and  finding  that  the  time 
for  lifting  the  sugar  had  expired,  he  liad  taken  advantage  of  this  technicality 
to  cancel  the  contracts.  Turning  then  to  you,  Mr.  Babst  asked  you  to  con- 
tinue, whereupon  you  suggested  that  Mr.  Warner  and  I  should  likewise  can- 
cel our  respective  contracts  with  the  British  Commission.  My  answer  was 
prompt  and  specific  to  the  effect  that,  although  it  would  be  financially  to  our 
ad  vantage,  to  cancel,  we  would  under  no  circumstances  take  advantage  of  a 
technicality  to  relieve  ourselves  of  an  obligation.  To  this  you  replied  that 
since  that  was  our  position,  you  must  inform  us  that  no  tonnage  would  be 
placed  at  our  disposal  to  take  this  sugar  to  France  until  after  the  first  of 
the  year.  My  reply  was  that  with  this  assurance  we  would  release  the  sugar 
for  the  domestic  market  and  fill  the  contracts  from  our  later  production  in 
time  for  shipment    We  then  parted. 

To  my  surprise,  a  few  days  later  we  received  notice  from  Lamborn  &  Co. 
declaring  a  vessel  to  lift  the  sugar  In  December,  and  annexed  you  will  find  a 
copy  of  my  letter  in  reply  to  these  gentlemen.  It  was  then  that  I  again  sought 
an  interview  with  Sir  Joseph  Wlilte-Todd,  for  I  had  been  always  under  the  im- 
pression that  at  our  interview  in  his  office  you  and  Mr.  Babst  were  in  effect 
reporting  the  substance  of  his  wishes  concerning  u  cancellation  of  the  con- 
tracts. 

It  is  on  Sir  Joseph's  statement  that  I  now  seek  a  retraction  from  you,  for  he 
informs  me  that  he  never  wished  the  contract  canceled  nor  the  shipment  de- 
ferred, knowing  France's  urgent  need  of  sugar,  and,  most  important  of  all,  that 
Doth  you  and  Mr.  Babst  at  the  conference  to  which  I  have  referred  assured 
Sir  Joseph  that  ray  company  desired  a  cancellation  and  took  the  same  position 
as  the  American  Sugar  Refining  Co.  with  reference  to  the  technical  right  to 
cancel. 

You  very  well  know  that  I  have  always  taken  the  position  that  commercial 
contracts  are  sacred,  in  this  as  in  all  other  instances,  and  my  refusal  to  cancel 
this  particular  contract  was  certainly  specific  enough  to  dispel  any  lingering 
thought  in  your  mind  that  I  might  change  my  attitude.  Ah  much  as  we  desired 
to  relieve  the  sugar  famine  In  the  domestic  market,  we  would  not  overlook  the 
urgent  needs  of  our  own  and  allied  soldiers  in  France.  I  must  ask  you,  there- 
fore, either  to  deny  that  you  made  the  statement  attributed  to  you  by  Sir 
Joseph  Whlte-Todd  or  retract  that  statement  In  a  letter  to  him. 

Your  prompt  reply  to  this  letter  is  expected. 
Yours,  truly. 


Senator  Vardaman.  Did  you  get  any  reply? 
Mr.  Sfreckels.  Yes,  sir.   Shall  I  go  right  on  ? 
Senator  Lodge.  Yes;  go  right  on. 

Mr.  Sprkckels.  That  letter  was  written  to  him  on  November  21. 
He  answered  it  on  November  27,  as  follows  [reading] : 
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Exhibit  Na  28. 

International  Suoab  Committee, 
111  Wall  Street,  Netv  York  City,  November  27, 1917. 
C  A,  8PBKCKEL8,  Esq., 

President  Federal  Sugar  Refining  Co,^ 

91  WaU  Street,  New  York  City. 

Mr  Dkab  Ms.  Spbeckels  :  In  reply  to  your  letter  of  November  21,  beg  to  ad- 
Tifle  that  I  have  handed  same  to  Sir  Joseph  Whlte-Todd,  who  will  answer  your 

inquiry. 

Yours,  very  truly, 

Geo.  M.  Rolph. 

To  which  I  answered  the  next  day,  the  28th  [reading] : 

Exhibit  No.  24. 

NOVKMBEB  2S,  1917. 

Mr.  Geobgs  Ml  Rolph, 

In  charge  of  the  Sugar  Divitian, 

United  Sfate$  Food  Adminf9tration^ 
ill  WaU  Street,  New  York  City. 

Deab  Stb: — I  acknowledge  receipt  of  your  brief  note  of  November  27. 

In  my  letter  to  you  on  November  21  I  presented  several  matters  of  public 
IntereBt,  namely:  Mr.  Babst*s  statement  "that  the  Food  Commission's  recent 
statement  that  26,000  tons  of  sugar  destined  in  part  for  France  had  been  re- 
leased for  the  domestic  market,  had  stirred  the  French  to  protest,  and  that  the 
Food  Commission  was  placed  thereby  in  an  embarrassing  position,  saying  further 
that  with  a  Niew  to  assisting  the  Food  Commission  he  had  scrutinized  tlie  con- 
tracts with  the  American  Sugar  Refining  Co.  and  finding  that  the  time  for 
lifting  the  sugar  had  expired,  he  had  taken  advantage  of  this  technicality  to 
cancel  the  contracts,"  and  your  suggestion  "that  Mr.  Warner  and  I  should 
likewise  cancel  our  respective  contracts  with  the  British  Commission.**  I  also 
pointed  out  in  tlint  letter  the  complete  conflict  between  Mr.  Babst*s  and  your 
statements  and  that  of  Sir  Joseph  White-Todd  concerning  the  conversation 
which  took  place  at  a  conference  between  Mr.  Babst,  yourself,  and  Sir  Joseph 
White-Todd  on  November  8  while  Mr.  Warner,  Mr.  Wemple,  Mr.  Lowry,  and 
I  were  waiting  in  Sir  Joseph's  ofl)ce  in  quest  of  information  regarding  the 
Royal  British  Commis8lon*s  attitude  concerning  the  sugars  contracted  for  by 
the  commission  in  behalf  of  France. 

I  deem  it  to  be  a  matter  of  more  than  personal  interest  and  therefore  I  must 
again  Insist  upon  a  wi'itten  answer  to  my  letter  of  November  21. 
Yours,  very  truly. 


The  Chairman.  On  November  30  Mr.  Bolph  replies  [reading] : 

Exhibit  No.  25. 

Intebnational  Sugab  Committbb, 
111  Wall  Street,  New  York  City,  November  SO,  1911. 
C.  A.  Spbeckels,  £Isq., 

PreHdent  Federal  Sugar  Refining  Co., 
91  Wall  Street,  New  York  City. 

Mr  Deab  Mb.  Spbeckei^  :  I  beg  to  acknowledge  receipt  of  your  letter  of  the 
28th  instant 

Inasmuch  as  Sir  Joseph  White-Todd*s  name  was  invoked  in  your  previous 
letter,  I  submitted  it  to  him  and  can  only  refer  you  to  the  interview  that  Sir 
.Toseph  sought  with  you  and  at  which.  Sir  Joseph  told  me,  he  took  the  trouble 
to  explain  fully  to  you  the  situation  in  its  correct  light  and  so  different  from 
the  manner  in  which  you  evidently  construed  it 

I  now  therefore  see  no  object  in  further  correspondence  on  the  subject 
Yours,  very  truly, 

Geo.  M.  Rolph. 

Mr.  Spheckels.  Sir  Joseph  asked  for  an  interview.  I  went  to  his 
oflSce.    He  had  before  him  the  letter  which  I  first  wrote,  and  told  me 
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that  he  felt  extremely  sorry,  and  particularly  sorry  for  Mr.  Rolph: 
that  Mr.  Kolph  was  a  hard-working  younjj  man,  and  trying  to  do 
his  best,  and  there  may  have  been  some , -misunderstanding  between 
them,  and  would  not  I,  as  a  favor.  "  I  beg  of  you,"  he  said^  "and  im- 
plore you,  please  withdraw  that  letter."  I  said :  "  No,  Sir  Joseph, 
those  are  tlic  facts.  I  will  not  withdraw  any  letter."  He  thought 
1  was  very  hard.  He  said  he  hoped  that  something  could  be  brought 
about ;  possibly  he  misunderstood ;  possibly  they  misunderstood ;  there 
was  something  wrong,  merely  a  misunderstanding.  That  ended  the 
interview.  I  declined  to  withdraw  the  letter,  and  those  are  the 
facts. 

The  Chairmax.  Were  you  afterwards  called  on  for  that  sugar  by 
the  French  Government? 

Mr.  Spr£Cil£L3j  No;  but  I  understand  we  are  called  on  now;  are 
we  not? 

Mr.  LowRT.  They  assigned  two  ships,  and  one  of  them  was  sunk. 
The  other  one  loaded  with  wheat. 

Mr.  Sprfxkels.  Yes;  they  had  assigned  us  two  boats,  one  of  which 
was  sunk  in  coming  over,  and  the  other,  as  they  required  some  wheat, 
was  goin^  to  Baltimore,  I  think,  and  they  expect  to  give  us  another 
boat  on  tlie  20th  of  this  month. 

The  CiiAiR3iAN.  So  that  they  still  want  that  sugar? 

Mr.  Spreckels.  They  still  want  that  sugar. 

Senator  Jones.  The  American  Sugar  Refining  Co.  had  canceled 
its  contract  on  the  technicality  accordmg  to  your  letter? 

Mr.  Spreckels.  Yes,  sir. 

Senator  Jones.  Then  how  could  it  profit  financially  by  your  trans- 
action. Avhether  you  released  yours  or  not? 

Mr.  Spreckkls.  They  could  only  profit  by  having  the  moral  sup- 
port that  it  would  give  them  to  say  that  we  all  had  the  same  view. 

Senator  Jones.  You  would  not  attach  any  money  value  to  that 
moral  support,  would  you? 

Mr.  Spreckels.  The  money  value  was  to  them  in  canceling  their 
contract;  yes. 

Senator  Jones.  But  they  had  already  done  that,  according  to  your 
lett«T. 

Mr.  Spreckels.  They  had  done  it.  The  only  reason  that  I  sup- 
pose they  wanted  us  to  do  likewise  would  be  to  reinforce  their  po- 
sition. 

Senator  Jones.  Awhile  ago  you  made  the  statement,  if  I  under- 
«tood  you,  that  their  purpose  in  this  was  to  profit  financially. 

Mr.  Spreckels.  Their  purpose  in  canceling  the  contract? 

Senator  Jones.  In  getting  you  to  cancel  yours. 

Senator  Lodce.  No. 

Mr.  Spreckels.  Oh,  no ;  in  canceling  their  contract. 

Senator  Jones.  I  misunderstood  you,  then. 

Mr.  Spreckels.  In  canceling  their  contract  they  would  be  finan- 
cially benefited,  but  in  having  us  cancel  our  contract  it  would  give 
them  the  moral  support  to  show  to  the  French  that  we  took  the  same 
position,  and  everybody  thought  the  same,  and  they  were  right. 

Senator  Jones.  I  sec.    I  misundei'stood  you. 

The  Chairman.  In  the  Poor's  Manual,  from  which  I  read,  there  is 
a  statement  to  the  general  tenor  and  effect  that  the  trust  })eople  had 
tried  to  get  the  Government  to  dismiss  its  trust  suit  against  them. 
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Did  you  ever  have  any  conversation  about  the  proposition  of  getting 
that  suit  dismissed  t 

Mr.  Spbeckels.  I  had. 

The  Chairmak.  When  was  thatf 

Mr.  Sfbeckels.  As  near  as  I  can  recall  it,  about  the  1st  of  October 
last. 

The  Chairman.  This  year? 

Mr.  Spreckels.  This  year. 

The  CiiAUtM AN.  With  whom  was  that  conversation ! 

Mr.  Spreckels.  With  Mr.  Babst,  the  president  of  the  American. 
Su^r  Kciining  Co. 

1  he  Chairman.  Tell  us  what  that  conversation  was. 

Mr.  Spreckels.  He  asked  whether  I  would  do  him  the  favor  of 
writing  a  letter.  I  thought  it  was  a  letter  of  introduction  nt  the 
moment.  I  did  not  know  what  he  wanted.  I  said,  "What  about?" 
He  said,  "I  really  dislike  to  tell  you."  He  hesitated.  He  said. 
"AVoiild  you  write  a  letter  to  the  President  of  the  United  States?" 
I  said,  "On  what  subject?"  "Well,"  he  said,  "you  know,  we  are 
good  now.  There  is  a  dissolution  suit  pending,  and  I  have  an  intima- 
tion from  the  Attorney  General's  office  that  if  you  will  write  such  a 
letter  to  the  President  of  the  United  States,  siiying  that  you  would 
not  be  averse  to  the  dismissal  of  the  suit,  that  all  the  past  sins  should 
be  forgiven,  as  we  are  now  good^  the  Attorney  General  would  imme- 
diately dismiss  the  suit."  I  said,  "What  makes  you  think  that  a 
letter  from  me  would  have  such  influence?  I  would  not  have  that  in- 
fluence with  the  President  of  the  United  States."  He  said,  "  Yes, 
because  you  are  the  principal  people  who  have  been  aggrieved  in 
all  their  actions."  I  said,  "  That  is  a  matter  I  would  have  to  think 
very  seriously  about."  "  Well,"  he  said,  "  we  are  good  now."  "  Yes. 
you  mi^ht  bie  good  to-day,  but  I  don't  know  what  the  future  will 
bold.  I  could  not  guarantee  anything.  I  don't  know  about  signing; 
any  such  letter  as  that."  Ho  requested,  "Then,  won't  you  please  think 
it  over?"  I  have  thought  it  over  ever  since.  I  have  not  written  the 
letter. 

Mr.  Earl  D.  Bahst.  Senator  Reed,  would  it  be  a  discourtesy  to  the 
committee  for  me  to  ask  a  pei*sonal  privilege  at  this  moment? 

The  Chairman.  It  woula  not  be  a  discourtesy,  but  in  the  regular 
course  you  would  be  heard  on  anj^thing 

Mr.  Uarst.  This  is  Saturday,  and  I  have  understood  that  you 
mi^ht  be  adjourning  to  take  up  the  conl  inquiiy. 

The  Chairman.  Pardon  me ;  I  have  the  misfortune  of  not  knowing 
your  name. 

Mr.  Babst.  I  am  Mr.  Babst,  of  the  American  Sugar  Refining  Co. 

The  Chairman.    Oh,  yes. 

Mr.  Babst.  I  have  been  here  two  days,  ready  to  appear  and  give 
testimony;  and  inasmuch  as  the  statement  just  made  is  of  such  far- 
reaching  effect  and  importance,  I  should  like  very  much  indeed  to 
reply  to  it  here  and  now  if  I  might  be  privileged  to  do  so. 

Senator  Vardaman.  I  think  as  soon  as  Mr.  Spreekels's  testimony  is 
finished  you  might  be  heard.    Are  you  through  with  Mi.  Spreckels? 

The  Uhairman.  No;  there  is  one  other  subject  I  wanted  to 
take  up. 

Mr.  Babst.  I  can  do  it  in  three  minutes.  Mr.  Chairman. 
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The  Chairman.  Very  well;  I  think  we  will  afford  you  that 
privilege. 

Mr.  Babst.  Thank  you  very  much.  What  I  said  to  Mr.  Spreckels 
was  this :  That  inasmuch  as  the  entire  sugar-refining  industry — ^well, 
I  should  like  to  be  sworn,  if  I  may  be,  Mr.  Chairman. 

The  Chairman.  Yes,  sir. 

TESTmoinr  of  hb.  easl  d.  babst,  fbesident  of  the  axebi- 

CAN  SirOAB  BiaiHINO  CO.,  HEW  YOBK  CITY. 

(The  witness  was  sworn  by  the  chairman.) 

Mr.  Babst.  Mr.  Spreckels  had  come  to  m^  office  explaining  that 
he  was  oversold  in  his  deliveries,  as  he  testified  to  here  yesterday; 
that  he  was  thereby  placed  in  a  very  embarrassing  situation;  that 
he  proposed,  if  possible,  to  obtain  enough  sugar  to  ml  these  oversales 
ana  then  close  his  refinery.  I  replied  to  Mr.  Spreckels:  "  You  know, 
Mr.  Spreckels,  you  have  already  had  from  the  80,000  bags  '*  which 
were  mentioned  yesterday,  "  more  than  your  proportionate  share ; 
and  if  the  international  committee  were  to  give  you  this  additional 
amount  of  13,800  bags,  it  would  bring  your  total  amount  to  more 
than  one-third  of  all  the  sugars  in  that  lot." 

The  Chairman.  Excuse  me,  Mr.  Babst.  Did  you  want  to  make  a 
general  statement  in  regard  to  Mr.  Spreckels's  testimony,  or  did  you 
want  to  reply  to  this  statement  about  the  trust  matter! 

Mr.  Babst.  The  trust  matter.  I  am  merely  stating  the  whole  con- 
versation. 

The  CHApMAN.  ^he  only  reason  that  I  stopped  you  was  this: 
Of  course,  if  we  are  going  to  have  an  extensive  hearing,  we  had 
better  take  it  up  in  order. 

Mr.  Babst.  Not  at  all. 

The  Chairman.  If  it  is  some  matter  personal  to  yourself,  I 
thought  you  were  entitled  to  make  the  statement.  I  want  to  give 
you  every  courtesy,  but  I  did  not  want  to  break  up  the  orderly  course 
of  the  hearing. 

Mr.  Babst.  Not  at  all. 

The  Chairman.  Proceed. 

Mr.  Babst.  I  want  to  give  you  the  entire  conversation.  "  It  would 
mean  that  you  would  receive  33,300  bags."  Well,  then,  he  explained 
the  great  favor  it  would  be  to  him.  I  told  him  that  I  would  consult 
with  my  associates  and  let  him  know. 

I  then  said  to  Mr.  Spreckels:  "Mr.  Spreckels,  it  has  been  sug- 
gested to  me  by  some  of  our  competitors  that  inasmuch  as  we  are  all 
going  under  Government  control,  and  have  entered  into  contracts 
with  the  Food  Administration  in  such  a  manner  that  the  entire  sugar 
refining  industry  will  be  conducted  under  the  Government  itself,  and 
we  have  been  asked  to  assist,  through  our  officers,  in  making  the 
conduct  of  that  control  in  the  ordinary  and  usual  business  channels, 
as  far  as  possible,  it  has  been  suggested  to  me  that  under  those  cir- 
cumstances the  Government  itself  should  dismiss  the  dissolution  suit 
which  it  had  brought  against  you,  in  which  they  charged  you  with 
privately  and  under  private  management  seeking  to  accomplish  the 
same  effect.   My  attention  has  just  been  called  to  the  fact  that " 

Mr.  Spreckels.  Mr.  Chairman,  I  should  like  to  explain  that  when 
they  have  reference  to  the  Spreckels  Sugar  Kefining  Co.  or  the  Penn- 
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sylvania,  located  in  Philadelphia,  it  is  a  company  which  I  have  no 
connection  whatsoever  with.  It  is  owned  in  its  entirety  by  the 
American  Sugar  Befining  Co. 

Senator  Lodge.  Mr.  BabsL  did  I  understand  you  to  say  there  was 
a  dissolution  suit  against  Mr.  Spreckels? 

Mr.  Babst.  Oh,  no. 

Senator  Lodge.  That  is  the  way  you  worded  it 

Mr.  Babst.  I  am  very  sorry.  Aly  attention  was  just  called  to  it. 
The  dissolution  suit  was  against  the  American  Sugar  Befining  Co.  I 
said  to  Mr.  Sprockets:  ^^  If  such  a  proposal  as  that  were  Tan,&  by  our 
competitors  would  you  be  willing  to  join  in  such  a  suggestion  f""^  Mr. 
Spreckels  said  in  reply  that  he  would  think  it  over.  There  was  no 
further  conversation  at  the  moment  that  I  remember,  because  I  saw 
at  once  that  he  hesitated.  Mr.  Spreckels,  I  will  be  glad  to  be  ques- 
tioned by  you  if  you  wish. 

The  Chairman.  We  will  conduct  the  examination. 

Mr.  Babst.  That  is  all.    I  thank  you  very  much. 

The  Chairman.  You  say  that  there  was  nothing  said  about  writ- 
ing a  letter  to  the  President? 

Mr.  Babst.  Nothing  whatever.  It  is  not  a  matter,  naturally,  that 
under  any  circumstances  would  go  to  the  President,  as  it  was  en- 
tirely in  me  hands  of  the  Department  of  Justice. 

Mr.  Spreckels.  Did  you  not  ask  me  to  write  a  letter  to  the  Presi- 
dent of  the  United  States! 

Mr.  Babst.  I  did  not 

Mr.  Spreckels.  My  statement  is  under  oath. 

Mr.  Babst.  So  is  mine. 

Mr.  Spreckels.  I  will  repeat  it.  That  is  the  statement  that  he 
made,  absolutely. 

Mr.  Babst.  I  rose  to  this  personal  privilege  because  I  hope  to  have 
the  privilege  of  appearing  and  controyerting  other  matters  equally 
emphatically  from  time  to  time. 

The  Chairman.  You  will  be  given  a  full  opportunity  to  appear, 
as  will  everybody  who  has  any  information  of  value. 

Mr.  Babst.  I  am  very  much  obliged. 

Senator  Vardaman.  Mr.  Chairman,  I  think  we  have  about  fin- 
ished. It  is  2  o'clock.  I  move  that  we  adjourn  imtil  10.30  on 
Monday.  ,^ 

Mr.  LiNDLEY.  Mr.  Chairman,  before  adjourning,  may  I  ask  a 
question  as  to  the  manner  in  which  we  are  to  present  our  suggestions 
to  members  of  the  committee?  I  apprehend  that  the  regular  way 
would  be  to  present  to  the  committee,  or  some  member  of  the  com- 
mittee, some  line  of  questions.  I  understand  that  the  questions  will 
be  all  asked  through  the  committee. 

The  Chairman.  Yes. 

Mr.  LiNDLEY.  And  that  I  am  not  to  cross-examine  witnesses.  I 
am  sure  I  have  never  yet  had  a  witness  that  I  badgered,  and  I  rather 
pride  myself  upon  my  method  of  cross-examination.  However,  you 
are  not  familiar  with  it,  and  I  expect  to  adhere  to  that  rule  and  do 
it  with  pleasure.  I  should  like  to  ask,  under  those  circumstances, 
that  Mr.  Spreckels  be  requested  to  return  and  be  subject  to  such 
questions  as  the  committee  may  wish  to  ask  him. 
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,  The  Chaibman.  Mr.  Spreckels  will  return.  Let  me  say  to  you, 
Judge,  that  the  idea  back  of  all  these  investigations  is  that  they  are 
not  adversary  proceedings;  that  it  is  an  investigation  by  Con^ss  to 
ascertain  the  truth  of  the  matter.  Certainly  the  Food  Admmistra- 
tion  is  not  intended  to  be  tried  here.  We  are  trying  to  get  at  the 
facts  of  the  sugar  question,  and  the  Food  Administration  comes  in 
incidentally,  just  because  the  Food  Administration  has  to  do  with 
it,  just  as  Mr.  Spreckels  is  put  on  the  stand  here,  because  he  had  to 
do  with  it,  as  we  shall  put  Mr.  Babst  on  the  stand,  because  he  had 
to  do  with  it,  and  as  we  may  ultimately  put  the  Louisiana  sugar 
planters  and  the  beet-sugar  planters  on  the  stand,  because  they  had 
to  do  with  it.  We  could  not  treat  this  as  a  case  having  sides;  and 
if  anvbody  has  a  right  to  be  present  by  coimsel,  then  I  suppose  Mr. 
Sprecfcels  would  be  entitled  to  have  counsel  and  to  cross-examine, 
and  Mr.  Babst,  and  anybody  else.  The  result  would  be  tliat  we 
w«uld  have  a  sort  of  court  trial  when  we  are  trying  to  conduct  an 
investigation.  But  we  want  all  the  light  we  can  get;  and  if  you 
want  to  make  your  suggestions  to  any  member  of  the  committee  you 
can  pick  your  own  memher,  or  to  the  committeee  in  general,  either  in 
person  or  by  writing.  There  is  no  impropriety  in  any  way  in 
doing  that. 

Senator  Vardaman,  Pardon  me,  Mr.  Chairman.  If  Judge  Lind- 
ley  knows  of  anv  witnesses  that  can  throw  any  light  on  the  question, 
we  shall  be  gUid  to  have  him  send  them  h4re. 

Mr.  LiNDLEY.  I  have  in  mind,  then,  Mr.  Chairman,  that  dnrin)?  the 
adjournment  I  will  prepare  an  outline  of  the  statement  of  the  situa- 
tion from  the  Focd  Administration's  standpoint,  and  I  will  give  a 
list  of  witnesses  that  we  would  like  to  ask  the  committee  to  call. 

Senator  Vardaman.  We  shall  be  glad  to  have  it. 

The  Chairman.  That  is  strictly  in  accordance  with  the  invitatioD 
we  extended. 

Mr.  LiKDLEY.  Of  course,  I  think  that  the  position  assumed  by 
the  chairman  and  members  as  to  the  character  of  this  investigation 
is  undoubtedly  the  correct  legal  position.  Unfortunately,  popularly 
the  Food  Administration  is  supposed  to  be  "on  the  carpet"  just  at 
this  moment. 

The  Chairman.  Well,  they  have  been  pretty  well  able  to  take 
care  of  themselves  in  the  past,  and  they  have  a  pretty  well-organized 
press  bureau  of  their  own.  I  do  not  believe  they  will  get  the  worst 
of  it. 

Mr.  LiNDLET.  I  hope  not. 

The  Chairman.  I  do  not  want  them  to  get  the  worst  of  it,  myself. 

Senator  Varoaman.  All  we  want  is  the  truth. 

The  Chairman.  The  committee  will  now  adjourn. 

(Whereupon,  at  2  o'clock  p.  m.,  the  subcommittee  adjourned  to 
meet  at  10.30  o'clock  a.  m.  on  Monday,  December  17, 1917. 
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MONDAY,  DECEHBXB  17^  1917. 

United  States  Senate, 
Subcommittee  of  the  Committee  on  Manufactukes, 

Washinfftan^  D.  C. 

The  subcommittee  met,  pursuant  to  adjournment,  at  10.30  o'clock 
a.  m.,  in  the  room  of  the  Committee  on  Indian  Affairs,  Capitol, 
Senator  James  A.  Beed  presiding. 

Present:  Senators  Heed  (chairman),  Vardaman,  Jones  of  New 
Mexico,  Lodge,  and  Kenyon. 

TESTIMONY  OF  MB.  CLAITS  A.  SFBECEELS,  PBESISENT  OF  THE 
FEDEBAL  STTOAB  BEFINIHO  GO.,  HEW  TOBK  CITT— Besumed. 

The  Chairman.  Mr.  Spreckels,  I  call  your  attention  to  a  paper 
purporting  to  be  issued  by  Minford,  Lueder  &  Co.,  members  of  the 
New  York  Coffee  and  Sugar  Exchnnge,  which  is  marked:  "Con- 
fidential weekly  market  report  of  Minford,  Lueder  &  Co.,  U.  S. 
Food  Administration  License  No.  G00142."  I  inquire  if  that  pub- 
lication is  generally  accepted  as  an  authoritative  publication  as  to 
statements  of  fact  in  the  trade? 

Mr.  Spreckels.  It  is.    They  are  a  firm  of  very  hig^h  standing. 

The  Chairman.  We  were  speaking  of  the  causes  of  the  sugar  short- 
age, and,  of  course,  we  all  undei'stand  that  that  is  always  affected  by 
the  receipts  of  sugars  from  Cuba.  I  want  to  call  your  attention  to 
this  statement  in  the  publication  I  have  just  referred  to,  which  is 
dated  December  7, 1917  [reading]  : 

Reranrks:  Early  Cuban  and  Porto  Ricnn  sugars  are  expected  to  come  forward 
as  rapidly  as  posalble  owing  to  tlie  Atlantic  porta  l)eing  1)are  of  givatiy  nee<1ed 
8nnplie5i.  However,  to-dny*B  outloolc  for  doing  awny  witli  the  accnstonied  pre- 
mium for  December  arrival  sugar,  which  has  always  been  a  gi*eat  Incentive 
for  planters  to  start  grinding  early  with  a  deficient  yield,  may  delay  same. 

Now,  this  is  the  part  to  which  I  call  your  attention  [reading] : 

The  stock  of  sugar  in  the  United  Kingdom,  as  of  Noveml>er  17,  was  240.300 
tons  against  124,050  tons  on  the  same  date  of  last  year,  showing  that  while 
the  supplies  of  sugar  in  our  Atlantic  ports  have  been  nlloweil  to  run  down 
to  almost  nothing  Great  Britain  has  been  able  to  accumulate  an  increase  of 
100  per  cent  over  last  year,  although  the  United  States  hud  the  same  facilities 
for  purchasing  supplies,  except  possibly  from  Java. 

Tlie  Chairman.  Now,  in  connection  with  that,  I  ask  you  if  vou 
can  state  from  any  data  or  information  you  have  ho  (v  much  of  Cuban 
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sugar  of  what  we  call  the  last  yearns  crop,  the  crop  that  would  be 
supplying  the  market  at  this  moment,  was  snipped  to  Great  Britain! 

Mr.  Spreckels.  I  sent  for  that  information.  I  expect  to  have  it 
a  little  later  in  the  morning. 

The  Chairman.  You  have  not  received  it? 

Mr.  Spreckels.  Not  yet.  If  you  will  repeat  that  question  a  little 
later,  I  think  I  will  be  able  to  supply  it. 

The  Chairman.  I  will  thank  the  reporter  if  he  will  mark  that 
question  so  that  I  can  refer  to  it  later  on. 

In  order  that  we  may  have  4t  in  the  record,  I  desire  to  put  in, 
with  the  permission  of  the  committee,  a  table  which  appears  m  this 
same  publication  to  which  I  refer. 

Senator  Vardaman.  What  is  the  date  of  the  publication  ? 

The  Chairman.  December  7, 1917.  The  table,  I  think,  is  a  Willett 
&  Gray  table,  but  it  gives  the  production  of  sugar  for  certain  years 
from  certain  sources.  I  am  introducing  it,  however,  for  the  reason 
that  it  gives  the  dates  when  the  cane-sugar  crops  mature  and  also 
the  amounts  of  those  crops.  For  instance,  it  states  that  the  Loui- 
siana crop  begins  in  October,  the  Porto  Bican  crop  in  January,  the 
Hawaiian  crop  in  November,  etc.  I  should  like  to  have  that  part 
which  is  marked,  included  in  the  marked  lines,  put  in  the  record. 

The  table  referred  to  is  here  printed  in  full  as  follows : 

Exhibit  No.  26. 
Batimates  of  total  world^a  crops,  compared  toith  previous  years. 


Total  cane  sugar  prodactlon  (Willett  & 
Gray)  (estimated) 

European  beet  smear  production  (Willett 
A  Gray)  (estimated) 

United  States  beet  sugar  production  (Wil- 
lett &  Gray)  (estimated) 

• 

Grand  total  cane  and  beet  sugar  (es- 
tlmated) 


1917-18 


7Vm». 
12;  070, 000 

8,840,000 

876,000 


16,794,000 


1010-17 


TVmm. 
11,333,204 

4,856,407 

734,677 


16,623,278 


1015-16 


Tont, 
10,685,628 

6^300,233 

770,766 


16,674,617 


1914-16 


Tom. 
10,316,664 

7,683,216 

646,257 


18,446»U6 


1918-14 


Totu. 
9,839,919 

8»  343,166 

655,296 


18.732,381 


Estimates  of  the  cane  sugar  crops  {W.  d  G.),  from  which  the  United  States 

receives  supplies  (Java  in  normal  times). 


United  States: 
Louisiana.. 
Porto  Rico. 
Hawaii.... 

(hiba 

Demerara 

Peru , 

nraxil 

Java , 

Pbilippines 


Crop  begins— 


October... 
January..., 
November. 
December., 
October..., 

..do 

..do 

May 

November. 


1917-18 

1916-17 
Tom. 

1916-16 

1914-16 

Tom. 

Tom. 

Tont. 

225,000 

271,339 

122,768 

21  A.  606 

476,000 

448,567 

431,335 

315,000 

525,000 

679,302 

529,895 

56.%noo 

3,200.000 

3,000,000 

*'^'S5 

2,600.000 

120,000 

120,000 

116,000 

100,000 

265,000 

250,000 

200,000 

175.000 

875,000 

300,000 

194,000 

200. 000 

1,800,000 

1,506,174 

1,200,000 

1,3(13.045 

271,250 

210,000 

816,250 

243,000 

7,281,250 

6,775,382 

6,121,998 

6;  717, 741 
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Estimatet  of  the  EMropean  beet  sugar  crop,  by  countries. 


1017-18 

1916-17 

1015-16 

1914-16 

1918-14 
(outturn) 

vfnnmya* ■.•.•.•.....  a ................... . 

1,200,000 
800,000 
210,000 
128,660 
210,000 
404,000 

Tom, 
1,860,000 
900,000 
181,386 
183,210 
260,000 
671,802 

Tom. 
1,600,000 
1,011,000 
140,000 
100,000 
280.000 
620,116 

Tom. 
2,600,000 
1,602,316 
802,961 
208,608 
802,468 
678,008 

Ton9, 
2,788,000 

Aailrta.''.....;„.r.^^^l^l^Ll^^^ll^^l„l^l^.. 

1,710,000 

Frmc* 

800,000 

Batelam 

230,000 

HoHuid 

230,000 

796,700 

BlMi». 

2,949,000 
900,000 

3,396,487 
1,168,920 

8,601,616 
1,688,872 

6,6%.  350 
1,967,336 

6,604,700 
1,760,000 

8,840,000 

4,666,407 

6,190,387 

7,666,688 

8,264,700 

DuiitB.—Ml  sugars  of  96*  test  (without  regard  to  color  or  whether  they  are  raw  or  reflned)  will  pav  l  .288 
ouits  per  pound,  exceptiuK  thcxM  oomins  Trom  Cuba  have  a  nreferential  duty  of  20  per  cent  and  will  pay 
IJOMS  cents  per  pound.  All  sugars  of  99^  test  (foreign /ranulated  tests  about  99)*)  will  pay  1 JM7  cents  per 
pound,  except  aU  suoars  coming  from  Cuba  have  a  prelerentlal  duty  of  20  per  cent. 

The  rates  for  duties  on  all  sucars  (raw  or  reflned,  without  rerard  to  color)  are  based  on  polariacope 
test:  say  0.71  cents  per  pound  for  75*  test,  with  0.026  cents  added  for  each  degree  above  76*  test,  fracUont 
pro  rata,  except  Cuba  sufui  are  allowed  20  per  cent  less  duty. 

The  Chairman.  Mr.  Spreckels,  you  were  asked  in  regard  to  the 
shortage  in  the  Atlantic  ports  and  the  places  from  which  sugar 
could  have  been  obtained  if  there  had  been  no  outside  interference. 
1  will  ask  vou  now  if  you  can  tell  the  amount  of  sugar  that  in  1916 
was  refined  at  the  Atlantic  ports? 

Mr.  Spreckels.  In  1916  the  meltings  from  October  1  to  December 
1  at  the  Atlantic  ports  were  405,000  tons. 

The  Chairman.  Was  there  any  shortage  in  1916  at  the  Atlantic 
ports? 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  I  mean,  shortage  in  the  Atlantic  States  or  in 
the  country,  of  sugar  ? 

Mr.  Spreckels.  No  sugar  famine — no  shortage. 

The  Chairman.  Very  well. 

Mr.  Spreckels.  Out  of  which  they  have  exported  87,000  tons, 
leaving  a  balance,  the  requirements  for  the  Atlantic  ports  to  give 
them  the  same  amount  of  sugar  as  last  year,  of  318,000  tons. 

Xow  we  come  to  1917.  We  had  on  October  1  stock  in  the  Atlan- 
tic ports  to  the  extent  of  56,000  tons ;  there  was  stock  in  Cuba,  Octo- 
ber 1,  of  112,000  tons;  there  was  afloat  from  Cuba  to  New  York 
26,000  tons;  a  total  of  194,000  tons;  we  received  from  other  sources, 
such  as  Hawaii  and  other  places,  during  that  period,  69,000  tons,  or 
a  grand  total  of  263,000  tons. 

There  was  in  the  Philippine  Islands,  which  was  available,  from 
fifty  to  sixty  thousand  tons.  I  call  it  50,000.  That  jgives  us  a  grand 
total  of  313,000  tons,  as  against  318,000  tons  requireoT 

There  were  other  sugars  afloat  the  data  of  which  I  have  not  at 
hand.  There  were  Peruvian  sugars  that  were  available,  some  of 
which  since  that  time  I  understand  have  been  diverted  to  other 
countries.  I  hope  to  have  that  information  later  in  the  day.  There 
were  stocks  in  San  Francisco  in  the  shape  of  raw  sugar  of  from 
100,000  to  110,000  tons. 

The  Chairman.  Who  had  control  of  that  sugar? 
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Mr.  Spreckels.  Mr.  Bolph^s  company,  so  he  informed  me,  had  on 
October  1  about  70,000  tons  and  the  Western  Sugar  Refining  Co. 
approximately  40,000. 

The  Chairman.  What  was  that — ^beet  or  canet 

Mr.  Spreckels.  Cane.  There  was  also  beet  sugar  in  the  country 
out  West  the  price  of  which  had  been  established  at  $7.25.  Those 
8ugai*s  did  not  come  forward  as  they  usually  come  forward. 

The  Chairman.  First,  there  were  beet  sugars? 

Mr.  Spreckels.  There  were  beet  sugars. 

The  Chairman.  Can  you  tell  me  now,  so  that  we  will  have  it  all 
in  connection,  when  the  beet  sugar  crop  began  to  mature  so  that  it 
could  be  refined  and  marketed? 

Mr.  Spreckels.  In  California  they  begin  harvesting  in  August 
and  continue. 

The  Chairman.  You  say  "  continue  ".    Do  you  mean 

Mr.  Spreckels.  And  continue  until  the  crop  is  all  in. 

The  Chairman.  In  California  alone? 

Mr.  Spreckels.  In  August,  yes,  sir.    Their  crops  are  earlier. 

The  Chairman.  Are  there  other  States  that  follow  immediately 
along? 

Mr.  Spreckels.  About  the  1st  of  October  they  generally  start  slic- 
ing their  beets  in  other  sections  of  the  country,  but  California  is 
unusually  early  on  account  of  climatic  conditions,  and  the  price  was 
established  for  those  sugars  of  $7.25  at  seaboard. 

The  Chairman.  I  want  to  leave  that  question  for  the  moment;  I 
am  coming  to  it  later;  but  I  want  to  ask  you  now  in  past  years  if 
there  have  been  times  when  there  was  a  sugar  shortage  in  the  central 
parts  of  the  country  or  in  the  eastern  parts  of  the  country,  and,  if  so, 
from  what  sources  has  that  shortage  been  supplied  in  the  past? 

Mr.  Spreckels.  We  had  a  shortage,  I  think  in  1910  or  1911.  At 
that  time  I  think  we  scoured  the  world.  We  bought  sugars  in  every 
part  of  the  world  where  one  scarcely  believed  there  was  sugar  in  ex- 
istence. Wo  bought  it  from  Liverpool ;  we  bought  it  back  from  Eng- 
land; we  bought  it  from  St.  Johns;  we  bought  it  from  Mexico.  We 
went  to  the  sugar  pockets  of  every  place  in  the  world,  but  we  keiit  our 
works  going — we  kept  the  people  supplied  with  sugar. 

The  Chairman.  Why  did  you  not  uo  that  this  year? 

Mr.  Spreckels,  Wc  were  restricted  from  doing  that — interfered 
with — by  the  Food  Commission. 

The  Chairman.  In  past  years  when  there  has  been  a  sugar  shortage 
in  the  Kast  or  in  any  part  of  the  country,  has  the  sugar  flowed  to  that 
point  from  all  other  parts  of  the  coimtry  freely? 

Mr.  Spiieckels.  Always. 

The  Chairman.  If  the  sugars  held  by  Mr.  Bolph's  company  and  bv 
the  AVcstern  Sugftr  defining  Co.  had  been  freely  refined  and  shipped 
to  the  New  Enghmd  coast  and  to  other  parts  of  the  country  whore 
thorc  was  a  demand,  would  there  have  been  any  sliortage  this  fall? 

Mr.  Spreckels.  I  think  Mr.  Rolph's  company  did  refine,  but  they 
held  an  unusually  large  stock  of  raw  material.  If  the  raw  materinl 
had  been  sent  on  to  the  eastern  refiners  to  refine  those  sugars,  there 
would  have  been  no  shortage. 

The  Chairman.  If  Mr.  Rolph's  company  had  refined  them  and 
sent  them  on 
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Mr.  Spreckels.  He  had  not  the  capacity  to  refine  it  and  bring  it  on 
here  in  time. 

The  Chairman.  Did  you  offer  to  take  any  of  those  sugars? 

Mr.  Spreckels.  I  suggested  to  Mr.  Boiph  he  had  better  send  them 
on,  and  told  him  that  I  thought  that  he  was  hoarding  the  sugar  in 
the  West;  that  he  was  the  real  hoarder  of  sugar  himself,  bj  reason 
of  his  retaining  70,000  tons  for  his  company  of  raw  material.  Hi9 
answer  to  that  was  that  it  was  necessary  for  his  company  to  continue 
in  operation  until  the  new  crops  would  be  available  from  Hawaii.  I 
called  his  attention  to  the  fact  that  California  was  a  beet  producing 
State,  and  that  there  would  be  no  shortage  in  that  State ;  that  when 
the  sugars  were  ripe  they  should  come  oato  the  eastern  market. 

Senator  Vardabiax.  May  I  ask  in  that  connection  whether  any 
other  refinery  in  the  East  was  manufacturing  at  that  time?  Was 
your  mill  running? 

Mr.  Spreckels.  Spasmodically.  We  would  run  for  a  few  days  as 
we  received  sugars,  close  down,  and  start  up  again — very  spas- 
modically. 

Senator  Vardaman.  Were  there  any  other  companies  holding 
large  quantities  of  raw  sugar  like  Mr.  Kolph^s? 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  You  spoke  of  the  Great  Western  having  a  supply 

on  hand? 

Mr.  Spreckels.  I  mean  the  Western  Sugar  Eefining  Co.  Tliat  is 
the  cane  refinery.  They  had  Hawaiian  sugars,  located  in  San  Fran- 
cisco. 

The  Chairman.  Did  they  have  a  largo  supply? 

Mr.  Spreckels.  I  undei-stand  they  had  about  40,000  tons. 

The  CHAiR3fAN.  Can  jrou  tell  us  approximately  what  the  Cali- 
fornia beet  sugar  supply  is? 

Mr.  Spheckels.  Do  you  mean  all  the  factories? 

The  Chairman.  Yes.  If  the  California  beets  that  began  to  come 
in  there  in  the  month  of  August  had  been  refined,  how  much  sugar 
could  have  been  produced  from  them? 

Mr.  Spreckels.  The  total  production  in  beet  sugars  of  California 
I  think  is  175,000  or  200,000  tons,  but  they  could  not  get  all  that  to 
the  eastern  market  in  time,  because  they  continue  their  operations 
until  about  December;  so  we  must  deduct  from  that  the  part  which 
they  produce  after,  and  allowing  for  the  transportation,  I  sliould 
ssiy  half  of  the  crop  would  be  available. 

The  Chairman.  If  that  had  been  manufactured  and  sent  promptly 
to  the  eastern  markets  together  with  the  other  sugars  that  you  have 
spoken  of  which  Mr.  Rolph  had  and  which  the  Western  Su^ar  Re- 
finins:  Co.  had,  would  there  have  been  any  question  about  the  sugar 
famine  having  been  prevented  in  the  East? 

Mr.  Spreckels.  There  would  have  been  an  abundance  of  sugar  and 
to  spare. 

The  Chairbian.  What  incentive  or  motive  or  reason  would  there 
have  been  or  did  in  fact  exist  for  not  sending  the  beet  sugars  to  the 
eastern  market? 

Mr.  Spreckels.  Their  price  was  limited  by  the  Food  Administra- 
tion to  $7.25  at  seaboard  points. 

Hie  Chairman.  For  all  sugars? 

Blr.  Spreckels.  All  sugars. 
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Senator  Lodgb.  All  beet  sugars  I 

Mr.  Sfbeckels.  All  beet  sugars.  That  means  San  Francisco,  Bos- 
ton, New  York,  Philadelphia  and  New  Orleans.  Now,  if  they  had 
shipped  those  sugars  to  the  eastern  market  and  were  only  permitted 
to  charge  $7.25  tor  those  sugars,  the  seller  would  have  to  pay  the 
freight,  the  cost  of  transportation  to  the  eastern  market.  Kecently 
they  have  advanced — ^the  food  administrator  has  permitted  them  to 
sell  those  sugars  at  $8.15  instead  of  $7^5. 

Senator  I^dge.  Beet  sugars? 

Mr.  Spreckels.  Beet  sugars;  and  they  are  now  coming  forward, 
but  rather  late.    They  should  have  been  nere. 

The  Chaihkan.  So  that  I  may  understand,  the  price  of  beet  su^r, 
if  I  get  you  right,  had  been  fixed  at  $7.25  at  all  points  in  the  United 
States? 

Senator  Lodge.  No;  at  all  ports. 

Mr.  Spreckels.  At  all  ports. 

Senator  Lodge.  And  the  freights  added  from  the  ports? 

Mr.  Spreckels.  They  specifically  enumerated  San  Francisco,  New 
Orleans,  Boston,  New  York,  and  Philadelphia. 

The  Chairman.  So  that  the  California  beet  sugars  would  bring 
as  much  at  San  Francisco  as  they  would  at  Boston ;  and  if  the  owner 
of  those  sugars  shipped  them  to  Boston,  he  would  have  to  pay  the 
freight  across  the  country,  and  there  was  no  allowance  made  in  the 
orders  of  the  Food  Commission  permitting  him  to  have  a  higher 
price  to  make  up  for  that  freight  charge,  until  recently? 

Mr.  Spreckels.  Until  recently. 

The  Chairman.  When  they  made  an  order  of  that  character? 

Mr.  Spreckels.  Quite  correct. 

The  Chairman.  Beginning  with  the  month  of  October,  they  began 
to^t  beet  sugars  from  other  places  besides  California,  did  they  not? 

Mr.  Spreckels.  Yes;  Colorado,  Michigan,  and  Utah — ^in  fact,  all 
through  the  United  States  where  beet  sugar  is  made. 

Senator  Jones.  What  was  the  price  of  cane  sugar  in  those  same 
ports  for  the  same  period  of  time* 

Mr.  Spreckels.  The  price  of  cane  sugar — when  we  speak  of  beet 
sugar,  remember  that  is  granulated  sugar  as  distinguished  from  raw 
sugar — ^the  price  in  the  eastern  market  was  $8.35.  It  is  now  in 
Boston  $8.15,  the  same  as  beet  sugar;  so  they  pay  the  same  for  the 
beet  sugar  as  they  paid  for  the  cane  sugar. 

Senator  Jones.  I3ut  during  the  interim,  when  the  price  of  beet 
sugar  in  California  was  $7.25  and  in  Boston  $7.25,  what  was  the 
pnce  of  cane  sugar  in  Boston  ? 

Mr.  Spreckels.  $8.85.  That  was  the  price.  They  did  not  have 
any  sugar — ^I  do  not  think  they  had  any  sugar — ^but  they  made  a 
price  of  $8.35. 

Senator  Jones.  Existing  at  the  same  time  that  the  beet  sugar  price 
in  Boston  was  $7.25  ? 

Mr.  Spreckels.  That  was  the  price  established,  $7.25 ;  but  no  sugar 
came  there,  because  it  was  to  the  interest  of  the  manufacturer  of 
beet  sugar  to  sell  his  at  home  instead  of  selling  to  the  eastern  mar- 
ket, because  he  was  not  permitted  to 

Senator  Jones.  I  am  not  caring  about  that.  I  simply  want  to 
know  the  fact.  During  the  time  that  beet  sugar  was  $7.25  m  the  Bos- 
ton market,  what  was  the  price  of  cane  sugar  in  the  Boston  market! 
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Mr.  Spreckels.  There  was  no  beet  sugar  in  the  Boston  market. 

Senator  Jones.  I  am  not  asking  you  about  that.  During  the 
time  that  the  price  of  beet  sugar  m  the  Boston  market  was  $7.25, 
what  was  the  price  of  cane  sugar  in  the  Boston  market? 

Mr.  Spreckels.  $8.35. 

Senator  Lodge.  Neither  sugar  existed,  you  know,  at  that  time. 

Mr.  Spkeckels.  But  no  sugar  existed. 

Senator  Lodge.  Prices  without  sugar  are  of  very  little  consequence. 

Mr.  Spreckels.  They  were  prices  without  sugar. 

The  Chairman.  Both  those  prices  were  fixed  by  whom? 

Mr.  Spreckels.  By  the  Food  Administration ;  but  it  was  merely  a 
price  without  sugar. 

The  Chairmak.  I  think  what  Senator  Jones  was  getting  at  was 
a  different  idea  altogether.  He  wanted  to  know,  if  there  was  actually 
a  higher  price  there  for  beet  sugar,  why  this  other  sugar  would  not 
come  in  and  ^et  the  price?  If  I  understand  it  correctly,  you  say  that 
the  food  admmistration  fixed  those  prices  upon  sugar. 

Senator  Vardaman.  Mr.  Spreckels,  the  prices  of  beet  sugar  and 
cane  sugar  are  always  the  same  in  the  same  market,  are  they  not? 

Mr.  Spreckels.  As  a  rule  beet  sugars  sell  for  20  cents  a  hundred 
less  than  cane.    That  is  the  usual  differential. 

Senator  Vardaman.  May  I  ask  why  that  is? 

Mr.  Spreckels.  Beet  sugars  are  not  strictly  refined  sugars.  I 
mean  they  are  not  brought  up  to  the  standard  of  the  refined  cane 
sugars. 

The  Chairman.  The  same    degree  of  purity,  you  mean? 

Mr.  Spreckels.  Not  quite  the  same  degree  of  purity;  practically 
the  same.    It  answers  the  purpose. 

Senator  Vardaman.  Is  there  a  process  by  which  that  is  refined 
and  made  to  contain  the  same  degree  of  saccharine  matter? 

Mr.  Spreckels.  It  could  be  done,  but  it  is  not  practicable. 

Senator  Vardaman.  It  is  not  generally  done,  then? 

Mr.  Spreckels.  It  is  not  generally  done ;  no,  sir. 

The  Chairman.  As  I  understand  you,  you  do  not  say  anything 
against  the  beet  sugars? 

Mr.  Spreckels.  No  ;  they  are  good  sugars. 

The  Chairman.  You  say  they  are  perfectly  good  sugars,  but  they 
are  not  quite  as  high  grade  as  the  other,  and  it  makes  a  little  dif- 
ference in  the  price? 

Mr.  Spreckels.  Precisely. 

The  Chairman.  You  have  spoken  of  other  sources  of  supply  that 
you  have  not  jet  been  able  to  get  the  figures  on,  but  which  you  have 
sent  for.  With  the  permission  of  the  committee  we  will  let  Mr. 
Spreckels  put  that  statement  in  his  testimony  if  he  is  not  here  when 
he  gets  those  figures. 

.^pnator  LorcE.  Yes. 

The  Chairman.  Have  you  any  objection  to  that? 

Senator  Vardaman.  I  have  none. 

The  Chairman.  The  other  day  you  furnished  me  with  a  table 
showing  the  prices  paid  to  fanners  for  beets  in  various  foreign 
countries.  Have  you  any  information  as  to  the  prices  paid  the 
American  farmers  for  beets? 

Mr.  Spreckels.  I  have  not  it  at  hand,  just  now. 
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The  Chairmak.  You  have  not  it  at  hand? 

Mr.  Sfreckkls.  No;  I  have  not  it  at  hand. 

The  Chairman.  While  the  food  department  has  been  fixing  prices 
for  tlie  finished  sugar  product,  and  Arranging  to  fix  a  price  for 
next  year  for  the  finished  sugar  product,  have  you  heard  of  any 
proposition  or  any  order  of  the  food  department  fixing  the  price  that 
the  farmer  is  to  receive  for  his  beets,  or  that  the  producer  of  cane  is 
to  receive  for  his  raw  product? 

Mr.  Spreckels.  No.  On  the  contrary,  I  am  told  by  parties  in 
interest  that  Mr.  Bolph  has  declined  to  do  that,  and  said  they  would 
not  consider  at  all  the  fixing  of  the  price  of  beets  to  the  farmer. 

Senator  Vardaman.  While  Senator  Reed  is  looking  for  his  papers, 
has  there  been  any  increase  in  the  price  of  beets  to  the  farmer  this 
fall  since  the  price  of  sugar  was  fixed  ? 

Mr.  Spreceiels.  I  do  not  know  that  at  first  hand,  Senator.  I 
understand  in  some  places  they  have  advanced  it  50  cents  a  ton. 

Senator  Vardaman.  How  much  is  that  per  pound? 

Mr.  Spreckels.  Fifty  cents  per  ton  on  beets. 

Senator  Vardaman.  "On  the  manufactured  article? 

Mr.  Spreckels.  It  takes  approximately,  varying  with  the  locality, 
I  should  say,  an  average  of  8  tons  of  beets.  That  would  be  $4  per 
ton,  or  20  cents  per  100  pounds.  It  would  be  equivalent  to  20  cents 
per  100  pounds  tor  the  sugar  extracted. 

The  Chairman.  By  the  wav,  you  spoke  of  there  being  in  the 
Philippine  Islands  something  like  50,000  to  60,000  tons  of  sugar  last 
fall.    Do  you  know  whether  any  part  of  that  was  sent  to  China  ? 

Mr.  Spreckels.  Yes;  I  believe  that  20,000  tons  went  to  China  in 
the  interim — that  is  my  information — which  might  have  been  brought 
to  this  country. 

The  Chairman.  Do  you  know  how  this  20,000  tons  happened  to  be 
sent  to  China — what  inducements  China  offered  to  get  it? 

Mr.  Spreckels.  I  imagine  they  paid  a  higher  price.  I  do  not 
know.    That  would  be  the  natural  inference. 

Senator  Vardaman.  Do  you  know  of  your  own  knowledge  whether 
they  did  or  not? 

Mr.  Spreckels.  No;  I. do  not  know  of  my  own  knowledge. 

Senator  Vardaman.  You  have  no  information  on  that  subject? 

Mr.  Spreckei^.  No.    The  mere  fact  that  it  has  been  diverted 

The  Chairman.  Are  you  familiar,  Mr.  Spreckels,  with  the  ramifi- 
cations of  the  ownerships  and  controls  of  these  various  companies? 

Mr.  Spreckels.  Yes;  I  am  prettly  well  versed  about  it. 

The  Chairman.  In  order  to  get  it  all  together,  I  am  going  to  ask 
you  if  what  is  commonly  called  the  sugar  trust— I  believe  we  have 
already  put  in  its  holdings  in  the  beet  sugar  business. 

v^enator  Lodge.  That  went  in  from  Poor's  Manual. 

The  Chairman.    Yes;  that  went  in. 

Tlie  Chairman.  Can  you  tell  me  what,  if  any,  connection  the 
American  Sugar  Refining  Co.  has  with  the  National  Sugar  Refin- 
ing Co.? 

Mr.  Spreckels.  Thev  have  a  stock  interest  of  23  per  cent. 

The  Chairman.  What  is  the  connection  of  the  National  Sugar 
Refining  Co.  with  B.  H.  Howell,  Son  &  Co.? 

Mr.  Spreckei^s.  B.  H.  Howell,  Son  &  Co.  are  the  fiscal  agents  of 
the  National. 
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Senator  Vabdaman.  Where  are  thev? 

Mr.  Spreckei^.  At  the  corner  of  Front  and  Pine  Streets,  NeT? 
York. 

Senator  Vardaman.  Wliat  connection  hns  Mr.  Post,  who  is  the 
president  of  the  National  Sugar  Ecfining  Co.,  with  B.  H.  Howell, 
Son  &  Co.? 

Mr.  Sprecrels.  What  is  your  question? 

The  Chairman.  What  is  the  connection  of  Mr.  Post  with  B.  H. 
Howell,  Son  &  Co.  ? 

Mr.  Spreckels.  He  is  a  partner ;  the  controUing  partner  of  B.  H. 
Howell,  Son  &  Co. 

The  Chairman.  What  is  the  connection  of  B.  H.  Howell,  Son  & 
Co.  with  the  Cuban-American  Sugar  Bcfining  Co.? 

Mr.  Spreckels.  He  is  treasurer.  B.  H.  Howell,  Son  &  Co.  are  the 
fiscal  asents. 

The  Chairman.  That  is,  Mr.  Post  is  the  treasurer  of  the  American 
Sugar  Bcfining  Co.? 

Mr.  Spreckels.  No;  he  is  the  treasurer  of  the  Cuban- American 
and  president  of  the  Nntional. 

Senator  Vardaman.  Where  is  the  Cuban-American  located? 

Mr.  Spreckels.  They  are  located  in  Cuba.  They  hove  plantations 
in  Cuba  and  a  refmery  in  Louisiana  and  also  one  in  Porto  Itico.  I 
believe  they  have  interests  there. 

The  Chairman.  Now,  the  Cuban  Sugar  Refining  Co.,  in  which 
^fr.  Post  is  interested  in  the  manner  stated  and  in  which  the 
National  Sugar  Befining  Co.  is  interested — or  Mr.  Post,  of  the 
National  Bcfming  Co.,  is  interested— do  they  own  any  plantations 
in  Cuba? 

Mr.  Spreckels.  Who? 

Senator  Lodge.  The  Cuban-American? 

The  Chairbian.  Tlie  Cuban- American? 

Mr.  Spreckels.  Yes;  they  do. 

The  Chairman.  That  is,  the  Cuban- American  owns  it? 

Mr.  Spreckels.  Yes;  they  own  it. 

The  Chairman.  What  is  their  production  annually,  do  you  know? 

Mr.  Spreckels.  About  800,000  tons,  I  think.  Thi^ce  hundred  thou- 
sand tons. 

Senator  Vardaman.  That  is  raw  sugar? 

Mr.  Spreckels.  Raw  sugar. 

The  Chairman.  Now,  in  view  of  the  suggestion  that  was  made  by 
you,  Senator  Jones,  this  morning,  I  am  not  going  to  ask  the  next 
question  at  this  time,  which  makes  this  question  more  or  less  perti- 
nent.   I  will  waive  it  for  the  present. 

What  is  the  connection  of  B.  H.  Howell,  Son  &  Co.  with  the  West 
India  Finance  Co.  ?  Do  you  know  whether  they  are  the  fiscal  agents 
or  not? 

Mr.  Spreckels.  They  are  the  agents;  that  is  all  I  know  about  it. 
I  do  not  know  what  other  connection  they  have. 

Tlio  Chairman.  What  is  the  business  of  the  West  India  Fi- 
nance Co.? 

Mr.  Spreckels.  To  finance  plantations. 

The  Chairman.  In  the  West  Indies? 

Mr.  Sfrecicels.  In  the  West  Indies. 
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The  Chairman.  That  is  sugar  plantations,  I  suppose  you  mean? 

Mr.  Spbeckels.  Sugar  plantations. 

Senator  Vabdaman.  Is  their  office  in  New  York  f 

Mr.  Spreckeds.  In  New  York. 

The  Chairman.  If,  now,  the  price  of  Cuban  sugar  is  fixed  at  4.60 
cents  f .  o.  b.  for  the  crop  that  is  now  coming  on,  and  if  to  that  the 
freight  and  other  necessary  charges  are  added,  what  will  be  the  price 
of  raw  sugar  as  laid  down  in  this  country! 

Mr.  Spreckels.  Approximately  6  cents  for  raw  Isugar. 

The  Chairman.  Adding  to  that  the  agreed  or  stipulated  price  for 
the  refiners'  profit,  of  $1.30,  it  would  bring  the  price  then  to  $7.30  for 
next  year's  crop  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  You  have  already  said  that  that  means  a  rise  to  a 
similar  level  as  a  basic  level  with  other  sugars  produced  in  America^ 
the  Louisiana  sugars  and  the  beet  sugars,  less  the  usual  discount 
which  you  have  stated  it  gets  because  of  the  difference  in  quality; 
and  it  will  also  affect  Hawaiian  sugars? 

Mr.  Spreckels.  It  will  establish  the  price  for  the  Hawaiian  sugars 
which  are  under  contract  throughout  the  year  1918. 

The  Chairman.  Now,  I  forgot  to  ask  you  this:  What  is  Mr. 
Rolph's  company  out  there  in  California? 

Mr.  Spreckels.  The  California  &  Hawaiian  Sugar  Refiining  Co. 

The  Chairman.  What  connection  has  that  company  with  the  plan- 
tations in  Hawaii  that  actually  produce  the  raw  material? 

Mr.  Spreckei^.  It  is  owned  by  the  Hawaiian  planters. 

The  Chairman.  This  company  that  Mr.  Rolph  operates,  the  Ha- 
waiian, is  owned  by  the  Hawaiian  planters;  is  that  correct? 

Mr.  Spreckels.  ^at  is  correct. 

The  Chairman.  And  are  those  Hawaiian  planters  organized  into 
some  sort  of  an  association? 

Mr.  Spreckels.  They  are. 

The  Chairman.  Do  you  know  who  got  that  association  up? 

Mr.  Spreckels.  I  do. 

The  Chairman.  Who? 

Mr.  Spreckels.  Mr.  Rolph. 

The  Chairman.  What  is  the  Hawaiian  production  ? 

Mr.  Spreckels.  About  600,000  tons ;  550,000  to  600,000  tons. 

The  Chairman.  What,  in  your  opinion,  will  the  price  of  Cuban 
sugar  go  to  if  there  are  no  restrictions  placed  upon  it  for  next  year? 

Sir.  bPRECKELS.  I  should  say  very  much  lower. 

The  Chairman.  How  much  lower? 

Mr.  Spreckels.  I  should  say  three-fourths  of  a  cent  a  pound ;  $15 
a  ton. 

The  Chairman.  If  the  price  is  fixed  at  the  amount  that  it  is 
stated  that  it  is  to  be  fixed  at,  how  much  profit  will  that  mean — ^how 
much  increased  price  will  that  mean — on  the  Hawaiian  sugar?  Fif- 
teen dollars  a  ton,  and  you  gave  the  production  ? 

Mr.  Spreckels.  About  $9,000,000. 

The  Chairman.  Nine  million  dollars? 

Mr.  Spreckels.  Yes;  that  is  increase. 

The  Chairman.  Increase.  In  other  words,  if  you  are  correct  in 
your  estimate  that  this  stipulated  price  will  be  three-fourths  of  a 
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cent — that  it  is  three-fourths  of  a  cent — above  the  natural  price  of 
raw  sugar,  it  would  increase  the  price  to  the  sugar  planters  who 
own  the  sumr  mills  that  Mr.  Rolpn  operates  by  $9,000,000  on  next 
years  crop  f 

Mr.  SpreckelBw  It  would. 

The  Chairman.  Of  course  the  American  people  would  have  to 
pav  that  ? 

Mr.  Spreckels.  Naturallv. 

The  Chairman.  How  about  the  Western  Sugar  Refining  Co.? 
Where  does  it  get  its  supplies  from  ? 

Mr.  Sfr£ck£L8.  You  mean  the  Western  Refining  Co.  ? 

The  Chairman.  The  Western  Refining  Co. 

Mr.  Spreckels.  From  Hawaii. 

The  Chairman.  In  giving  the  figures  you  gave  a  moment  ago, 
were  you  giving  the  fibres  for  the  entire  Hawaiian  production  ? 

Mr.  Spreckels.  The  entire  Hawaiian  production. 

The  Chairman.  Is  the  Western  a  subsidiary  of  or  connected  with 
Mr.  Rolph's  company  in  any  way  ? 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  Then  this  $9,000,000  would  not  all  go  to  Mr. 
Solph's  people,  but  it  would  be  divided  ? 

Mr.  Spreckels.  It  would  be  divided  between  the  companies.  The 
other  company  owns  its  own  plantations. 

The  Chairman.  It  does  own  its  plantations? 

Mr.  Spreckels.  Yes;  in  Hawaii;  and  refines  its  sugar  at  that 
place. 

Senator  VARDAUAir*  What  per  cent  of  the  Hawaiian  sugar  does 
this  Western  Co.  consume  ? 

The  Chairman.  How  much  ? 

Mr.  Spreckels.  What  proportion  of  the  sugar  ? 

The  Chairman.  Yes. 

Mr.  Spreckels.  I  ^ould  say  about  one-third  and  two-thirds;  one- 
third  for  the  Western  and  two-thirds  for  Mr.  Rolph's  company. 

The  Chairman.  Is  the  We4g>tern  Sugar  Refining  Co.  in  any  way 
represented  upon  these  boards  that  are  at  the  present  time  engaged 
in  the  business  of  fixing  susar  prices?    Is  Mr.  Post 

Mr.  Spreckeus.  Not  on  tnat  Doard. 

The  Chairman.  Not  on  that  board  ? 

Mr.  Spreckels.  No. 

The  Chairman.  Are  they  connected  with  any  of  these  boards 
that  have  to  do  with  the  sugar  situation  ? 

Mr.  Spreckels.  The  general  manager  is  an  alternate  member  of 
the  refiners'  committee.    I  think  I  am  correct  in  that  statement. 

The  Chairman.  If  you  want  to  verify  it  in  any  way,  do  so. 

Senator  Vardaman.  Mr.  Spreckels,  in  your  statement  that  the  fixing 
of  the  price  by  the  Food  Administrator  had  caused  that  appreciation, 
or,  rather,  given  the  profits  ycu  named  to  tliese  companies,  you  have 
reference  to  the  crop  for  1917? 

Mr.  Spreckels.  No;  1918. 

Senator  Vardaman.  That  will  be  raised  in  1918  ? 

Mr.  Spreckels.  It  will  be  harvested  during  the  year  1918. 

Senator  Vardaman.  It  is  the  crop  that  is  growing  now  ? 

Mr.  Spreckels.  That  is  growing  now  and  being  harvested  now. 
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Senator  Vardaman.  I  wanted  that  fact  understood. 

The  Chairman.  You  call  it  the  1918  crop  because,  while  it  is  being 
narvestcd  now,  it  runs  over  into  1918? 

Mr.  Spreckels.  Yes. 

Senator  Vardaman.  While  you  arc  waiting  for  those  data,  tell  me 
how  long  it  takes  to  grow  a  crop  in  Hawaii. 

Mr.  Spreckles.  From  the  time  of  planting,  the  first  crop  is  taken 
off  in  18  months,  but  thereafter  it  is  a  voluntary  crop  and  they  cut 
it  every  year. 

Senator  Vardaman.  You  stated  that  yesterday.  I  just  wanted  to 
refresh  my  memory. 

The  Chair3ian.  Can  you  state  what  proportion  of  the  cane  su^ar 
production  is  ownrd  or  controlled  by  Mr.  Babst^s  company,  either 
directly  or  indirectly,  through  stocldioldings  or  ownerships? 

Mr.  Spreckeis.  So  far  as  I  know,  they  have  no  holdings  in  cane 
sujrar  plantations,  but  only  in  beet  factoriea 

The  Chairman.  Do  you  know  how  much  is  produced  by  the  com- 
panies in  which  the  cane  sugar  companies  have  an  interest? 

Mr.  Spreckels.  About  three-seveiitlis  of  the  total  production. 

The  Chairman.  That  would  be  how  many  tons? 

Mr.  Freeman.  I  appear  here  as  counsel  for  Mr.  Babst  and  the 
American  Sugar  Befinmg  Co.,  and  submitting  to  your  ruling,  may  I 
put  a  question  through  you,  orally,  to  the  witness?  That  was  your 
ruling  the  other  day. 

The  Chairman.  Yes. 

Mr.  Freeman.  Will  you  please  ask  the  witness,  when  he  makes  the 
statement  that  the  American  Sugar  Jvefining  Co.  has  three-sevenths 
of  the  production  of  these  cane  companies,  to  which  companies  he 
refers"? 

The  Chairman.  He  did  not  say  the  cane  companies. 

Mr.  Freeman.  "  The  cane  companies  "  was  the  term  used. 

The  Chairman.  No. 

Mr.  Spreckels.  I  corrected  that. 

Senator  Jones.  You  made  a  mistake  in  using  the  word  "cane" 
instead  of  '^  beet,"  Senator  Reed,  and  the  witness  answered  it  on  the 
basis  of  beet. 

Mr.  Freeman.  If  the  record  shows  "beet,''  it  is  agreeable. 

The  Chairman.  Whether  the  record  shows  it  or  not,  what  I  was 
inquiring  about  was  beets,  and  if  I  misstati^l  the  term.  I  probnbly 
misled  the  witness.  The  witness  had  just  said  that  he  did  not  know 
that  they  owned  any  cane.    Bead  the  record. 

(The  stenographer  read  the  question  referred  to,  as  follows:) 

The  Chaibman.  Do  you  know  how  much  is  produced  by  the  companies  in 
wlilcli  the  cane  sugar  companies  have  an  interest? 

The  Chairman.  That  the  witness  was  perfectly  fair  is  shown  by 
his  previous  statement,  and  I  am  likely  to  misstate  a  name  at  any 
time,  and  have  done  that  all  my  life.  I  never  tried  a  lawsuit  in  my 
life  but  what  I  did  it  a  hundred  times,  if  the  case  was  of  any  length. 
So  I  will  be  glad  to  be  corrected.  You  mean  to  say,  then,  about 
three-sevenths  of  the  beet? 

Mr.  Spreckels.  Of  the  beet. 

The  Chairman.  T  asked  you  if  you  could  give  me  what  that  would 
be  in  tonnage. 
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Mr.  Spreckels.  I  take  that  from  Poor's  Manual. 

The  Chairman.  I  can  read  the  Poor's  Manual,  then. 

Senator  Lodge.  It  has  been  read  in  once. 

The  Chaibhan.  This  part  of  it? 

Senator  Lodge.  Yes.    As  nearly  as  possible,  three-sevenths. 

Mr.  Freeman.  Mr.  Chairman,  will  you  kindly  ask  the  witness  if 
he  can  state  if  in  any  one  of  the  beet  sugar  companies  the  American 
Sugar  Befininff  Co,  owns  a  majority  interest,  or  any  interest  exceed- 
ing one-third? 

The  Chairman.  I  will,  if  it  is  deemed  material.  Let  us  get  this 
answer  just  now.  We  will  give  the  American  Sugar  Refining  Co. 
the  amplest  chance  to  put  in  its  holdings  in  all  of  these  companies. 
We  shall  desire,  probaoly,  to  go  into  that  very  fully.  What  is  the 
answer? 

Af  r.  Spreckels.  I  should  say  approximately  340,000  tons. 

The  Chaibman.  What  would  tnat  figure  in  the  way  of  profits,  if  we 
assume  that  the  price  is  increased  three-quarters  of  a  cent  above  the 
proposed  price? 

Mr.  Spreckels.  Increased  profit,  $4,800,000. 

The  Chairman.  You  do  not  know — or  do  you  know — the  exact 
holding  of  Mr.  Babst's  company  in  these  sugar  refining  companies  ? 

Mr.  Freeman.  Beet  sugar  companies  ? 

The  Chairman.  In  these  beet  sugar  factories,  I  believe  they  are 
called.  We  would  be  very  glad,  I  will  say  to  the  counsel,  if  he  will 
furnish  us  with  an  exact  statement  of  the  holdings  of  the  American 
Sugar  Refining  Co. 

Mr.  Freeman.  I  will  be  very  glad  to  furnish  that  to-day,  exactly ; 
and  I  try  to  bring  myself  entirely  within  the  ruling  of  the  committee, 
but  I  can  really  assist  in  bringing  the  truth  out  in  statements. 

Mr.  Lindlet.  May  I  ask  one  of  the  members  of  the  committee  to 
put  a  question  to  Mr.  Spreckels? 

The  Chairman.  Certainly. 

Mr.  LiNDLEY.  You  passed  a  question,  but  it  occurred  to  me  he 
should  be  asked  whether  or  no  these  sugar  stocks  that  he  said  were 
in  existence  and  could  have  been  brought  here  were  not  brought  here 
because  of  the  lack  of  transportation,  both  at  sea  and  on  land. 

The  Chairman.  The  committee  has  sent  for  the  Assistant  Secre- 
tary of  State.    He  is  here,  and  we  will  adjourn  for  the  present. 

Senator  Ejsnton.  He  can  answer  that  question  before  we  go. 

The  Chairman.  Let  him  answer  it  when  we  return. 

(Thereupon,  at  12.80  o'clock  p.  m.,  the  committee  took  a  recess  until 
2  o'clock  p.  m.) 

AFTERNOON    SESSION. 

The  Committee  reassembled  at  2.30  o'clock  p.  m.  pursuant  to  the 
taking  of  the  recess. 

TE8TIK0HT  OF  HB.  CLAVS  A.  SPRECKELS,  FBESIDElTr  OF  THE 
FEDESAL  SirOAB  BEFINING  CO.,  NEW  TOSK  CITT— Resnined. 

The  Chairman.  Judge  Lindley,  we  have  not  at  this  moment  the 
language  of  the  question  you  wanted  to  ask  Mr.  Spreckels.  Will  yon 
not  repeat  itf 
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Mr.  LiNDLEY.  Mr.  Spreckels  testified  to  the  fact  that  there  were  in 
different  sections— well,  in  this  country  and  outside  of  it— fiugar 
supplies  which,  if  they  had  been  transmitted  to  this  market,  would 
have  relieved  the  embarrassment  caused  by  the  shortage.  The  ques- 
tion I  desired  to  ask  Mr.  Spreckels  was  whether  he  knows  the  fact  that 
the  sugar  so  transported  could  not  reach  either  this  country  or  adja- 
cent points  arose  nx>m  the  difficulty  in  getting  the  tonnage  and  trans- 
portation facilities  on  both  sea  and  land. 

Mr.  Spreckels.  No,  sir ;  I  do  not.  I  know  nothing  about  the  ton- 
nage. 

Mr.  LiNDLEY.  Now,  Mr.  Chairman,  I  want  to  be  particular  to  obey 
the  injunction  of  this  committee  and  endeavor  so  far  as  I  can  to  aid 
it  in  securing  the  truth.  I  am  here  representing  no  individual.  1 
am  doing  my  dutv  as  a  sworn  official  of  the  Government.  There  are 
a  few  fundamental  things  that  surround  this  inquiry  which  I  think 
it  important  to  bring  out  at  this  time,  to  the  extent  that  it  is  possible 
to  bring  them  out,  and  suggest  questions  to  Mr.  Spreckels. 

I  had  expected  to  abide  by  the  suggestion  made  to  me  by  one  of  the 
distinguished  members  of  this  committee,  to  hold  all  suggestions  or 
cross-examination  questions  until  after  the  committee  itself  had 
finished  with  the  inquiry  and  each  member  of  the  committee  had 
asked  such  questions  as  occurred  to  him  as  being  appropriate  in  the 
interest  of  the  development  of  the  facts,  but  we  have  reached  a  stage 
in  these  proceedings  where  testimonv  is  being  introduced,  and  there 
are  certain  fundamental,  underlving  questions  which  affect  the  testi- 
mony, the  proper  interpretation  of  the  testimony,  and  to  avoid  and 
prevent  a  misconstruction  of  this  testimony  so  far  as  the  great  public 
are  concerned,  T  would  like  the  privilege  at  this  time  to  have  Mr. 
Spreckels  asked  certain  questions — and  they  are  few  in  number — 
which  will,  I  think,  reach  the  fundamental  questions  in  regard  to  the 
matters  concerning  which  he  has  been  interrogated. 

The  Chairman.  I  think.  Judge,  that  so  far  as  the  committee  is 
concerned  /we  will  be  through  asking  Mr.  Spreckels  questions  in  a 
few  minutes. 

Mr.  LiNDLEY.  And  may  T  then  take  up  the  examination  ? 

The  Chairman.  Whatever  questions  you  have  then  to  suggest  to 
the  committee  will  be  considered. 

Mr.  LiNDLEY.  Verv  well. 

The  Chairman.  The  European  war  began  early  in  August  of 
1914.  Were  there  any  restrictions  placed  upon  the  sale  of  Cuban 
sugars  or  upon  the  price  of  Cuban  sugars  until  these  agreements  were 
entered  into  last  August  by  the  sugar  refiners  and  the  Food  Commis- 
sion ? 

Mr.  Spreckels.  There  were  no  restrictions  prior  to  that. 

The  Chairman.  Can  you  tell  us  the  prices  that  Cuban  sugars 
brought  during  the  year  1914 — well,  I  would  say  from  the  time  that 
the  European  war  was  declared  up  to  the  time  of  these  agreements! 

Mr.  Spreckels.  I  would  have  to  figure  that  out,  Senator.  I  would 
take  the  Willett  &  Gray  statistics. 

The  Chairman.  Are  they  not  accessible  there  in  the  prices  from 
time  to  time? 

Mr.  Spreckels.  From  time  to  time ;  yes,  sir.    It  woidd  probably  be 
Hther  lengthy  to  read  them  all.^ 

Senator  Ken  yon.  Your  question  was  since  the  war,  Mr.  Chairman? 
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The  Chairman.  Since  the  war  began,  and  up  to  the  time  the  agree- 
ment was  effected  ? 

Mr.  Spreckels.  I  believe  that  war  was  declared  on  August  2.  That 
is  my  recollection. 

The  Chairman.  Approximately  that. 

Mr.  Spreckels.  Approximately.  I  have  here  the  prices  by  the 
week,  the  weekly  prices  during  that  time — ^the  average  weekly,  pf iCes. 
They  are  as  follows : 

August  6, 1914,  $4.26;  Aiiffust  13,  $6.52;  August  20,  $6;  August  .27, 
$6.02;  September  3,  $6.01;  September  10,  $6.27;  September,  17,  $5.89; 
September  24,  $6.02 ;  October  1,  $5.01 ;  October  8,  $5.02 ;  Qctot^er:  1I>, 
$4.51;  October  22,  $4.14;  October  29,  $3.64;  November  5,  $3,51;  Jfp- 
vember  12,  $4.07;  November  19,  $4.01;  November  25,  $3.04;  Dec^mfee^ 
3,  $3.92 ;  December  10,  $3.89 ;  December  17,  $3.95 ;  December  23,  $4Xli ; 
December  30,  $4.01. 

That  is  the  delivered  price.    That  is  the  duty-paid  price. 

The  Chairman.  The  duty-paid  price? 

Mr.  Spreckels.  The  duty-paid  price,  from  which  should  be  de- 
ducted about  $1.01. 

The  Chairman.  One  dollar  and  one  cent. 

Mr.  Spreckels.  And  the  freight. 

The  Chairman.  And  the  f  reimt.  I  have  been  trying  to  get  at  the 
Cuban  prices.  I  should  like,  if  I  can,  to  have  it  uncomplicated  by  any 
other  matters,  freights  or  duties,  so  that  we  can  get  at  a  comparison 
with  the  price  of  $4.60  which  it  is  supposed  to  pay,  and  if  you  can  not 
give  me  that  now,  I  will  say  to  you  that  I  would  prefer  just  withdraw- 
mg  the  question  or  letting  it  stand  open  and  letting  you  answer  it  by 
table. 

Mr.  Spreckels.  I  should  prefer  to  do  that  to  ^et  it  accurate. 

The  Chairman.  Then,  I  suggest  that  you  withdraw  the  answer,  so 
far  as  given,  and  put  in  your  answer. 

Now,  in  order  to  get  this  right  and  save  it  all  being  mixed  up  in 
the  record,  let  me  add  to  the  question : 

What  I  want  is  the  Cuban  prices,  f .  o.  b.,  so  that  we  can  have  a  com- 
parison between  the  prices  I  have  called  for  and  the  proposed  price  of 
$4.60 ;  and  if  you  can  not  answer  now^  please  prepare  a  table  and  put 
it  in  during  the  course  of  your  exammation  or  as  soon  thereafter  as 
possible. 

Mr.  Spreckels.  I  can  supply  that  by  Wednesday,  probably,  if  that 
would  be  in  time. 

The  Chairman.  I  desire  to  put  in  the  record  another  statement  con- 
tained in  the  Minford,  Lueder  &  Co.  publication  that  I  put  in  this 
morning,  or  to  which  I  referred  this  morning — ^their  publication  of 
December  7 — announcing  [reading]  : 

December  1,  1917. 

George  M.  Rolph,  chalrniun  of  the  international  sugar  committee,  stated  to- 
day that  in  view  of  the  satisfactory  price  arrangement  Just  entered  Into  with 
the  Cuban  commission,  it  might  he  interesting  to  the  public  to  know  something 
more  definite  about  the  present  situation  in  regard  to  sugar. 

The  international  committee  to-day  purchased  20,000  bags  of  Cuban  old-crop 
su^rs  at  a  price  equal  to  6.70,  delivered  in  New  York,  duty  paid.  Mr.  Rolph 
Btated  that  no  further  sugars  would  be  purchased  on  a  basis  higher  than  that 
agreed  with  the  Cuban  commission  to-day.  namely,  4.00  cost  and  freight,  equal 
to  about  5i00  duty  paid.  The  price  paid  for  the  last  of  the  old-crop  Cubans  was 
on  the  same  baris  as  the  prices  now  being  paid  for  Ix)uisiana  sugars,  northern 
port  deliveries. 
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The  Chairman.  Referring  to  this  price  of  $6.70  delivered  in  New 
York,  which  seems  to  have  been  the  amount  paid  for  the  last  20,000 
bags,  or  for  the  20,000  bags  that  were  securea  at  that  date,  was  that 
in  advance  on  the  price  that  the  food  commission  had  fixed  ? 

Mr.  Spreckels.  pIo,  that  was  lower.  Five  dollars  and  seventy  cent<^ 
was  lower. 

The  Chairmak.  Six  dollars  and  seventy  cents. 

Mr.  Spreckels.  Six  dollars  and  seventy  cents.  The  price  thereto- 
fore was  $6.90. 

The  Chairman.  Do  you  know  of  the  President's  having  issued  a 
proclamation  putting  an  embargo  on  importations  of  sugar  into  this 
country?    Do  you  know  of  that  1 

Mr.  Spreckels.  I  do  not  recall  it  for  the  moment. 

The  Chairman.  The  statement  is  contained  in  this  document  I  have 
been  reading  from,  of  December  1,  and  I  was  simply  inquiring  for  in- 
formation.  I  do  not  know,  myself. 

Mr.  Spreckels.  Yes,  I  remember  now,  he  did  issue  such  a  procla- 
mation, forbidding,  without  the  license,  to  import  certain  loreign 
articles,  sugar  beingamong  them. 

The  Chairman.  Then  let  me  see  if  this  is  a  correct  statement  as 
you  get  it: 

"  In  accordance  with  the  President's  proclamation  placing  an  em- 
bargo on  importations  of  sugar  and  various  other  products,  a  license 
has  to  be  obtained  from  the  War  Trade  Board  for  all  importations. 
This  is  in  addition  to  the  food  administration's  importer's  license." 

Mr.  Spreckels.  That  is  riffht. 

The  Chairman.  Is  the  lood  administration  to  license  all  im- 
porters also?    Do  you  know  about  that? 

Mr.  Spreckels.  I  understand  they  are  endeavoring  to  make  an  ar- 
rangement by  which  a  license  would  be  issued  to  each  refiner  who 
might  import  his  sugars  through  the  international  committee,  for 
the  reason  that  if  you  were  compelled  to  take  out  a  license  for  each 
shipment,  the  time  going  to  AVashington  and  back  would  be  placing 
the  vessel,  possibly,  on  demurrage.  A  suggestion  has  been  made  to 
issue  a  blanket  license  covering  a  certain  amount  of  tons  which  might 
be  imported,  possibly  30  or  GO  days. 

The  Chairman.  Was  that  license  to  be  obtained  from  the  food 
commission  ? 

Mr.  Spreckels.  No,  from  the  War  Department,  as  I  understand. 

The  Chairman.  From  the  War  Department? 

Mr.  Spreckels.  From  the  War  Department.  That  was  in  the 
license  department  of  the  War  Department. 

The  Chairman.  That  is  what  you  understand  is  the  new  arrange- 
ment? What  I  am  inquiring  about  just  now — I  have  been  a  little 
obscure  in  my  statement,  perhaps — is  this  statement  referring  to  that 
fact,  that  a  license  must  be  obtained  from  the  War  Board : 

This  Is  In  addition  to  the  food  administration's  Importer's  license. 

I  was  inquiring — ^I  know  /lothing  of  the  fact — whether  the  food 
administration  has  required  importers  to  get  out  a  license.  Do  you 
know  about  that? 

Mr.  Spreckels.  Yes,  we  have  such  a  license  now.  ^ 

The  Chairman.  From  the  food  administration? 

Mr.  Spreckles.  From  the  food  administration. 
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The  Chaibman.  You  have  not  that  license,  of  course,  with  you  t 

Mr.  Spreckels.  I  have  not ;  I  have  it  in  New  York  I  will  be  glad 
to  produce  it 

The  Chaibman.  Do  you  know  under  what  authority  you  were 
required  to  take  out  a  license  to  ship  goods  into  the  country;  this 
license  from  the  food  administration! 

Mr.  Spreckels.  I  think  the  act  covers  it. 

The  Chairman.  The  act  covers  that  the  food  administration  can 
require  it? 

senator  Kenton.  No,  that  the  President  may  require  it. 

Senator  Lodoe.  And  that  he  can  delegate  that  power  t 

Mr.  Spreckels.  Which  means  the  same  thing,  aoes  it  not? 

The  Chairman.  Yes.  So  that  the  amount  of  it  is  that  you  can  im- 
port sugars  into  this  country,  but  before  you  can  do  business  you 
must  have  a  license  to  do  business ;  and  then  before  you  can  import 
sugars  or  raw  materials  you  must  have  a  license  allowing  you  to 
import;  that  is  right,  is  it? 

Mr.  Spreckels.  That  is  right. 

The  Chairman.  And  then  the  food  administrator  brought  you 
all  before  him  and  had  you  all  sign  these  contracts  that  have  been  put 
in  evidence? 

Mr.  Spreckels.  Yes. 

The  Chairman.^  And  now  the  proi)osition  is  up  to  you  to  sign 
contracts  authorizing  the  three  American  members  of  ihe  interna- 
tional committee  to  contract  for  sugar  on  your  account;  that  is  the 
proposition  ? 

Mr.  Spreckles.  That  is  what  they  propose  to  do. 

The  Chairman.  There  appeared  in  the  press  of  yesterday  morn- 
ing— I  think  in  all  the  leading  papers — what  purported  to  be  a 
statement  by  Mr.  Hoover  touching  this  investigation.  Since  Mr. 
Hoover  is  represented  here  by  an  attorney,  I  would  like  to  ask. 
Judge  Lindley,  if  there  is  any  question  but  that  this  is  an  authentic 
statement  that  appeared  in  the  papers? 

Mr.  Linley.  I  would  like  to  look  at  it.  I  have  not  seen  it  since  it 
was  promulgated.  I  imagine  it  is  correct  If  it  is  not,  we  will  put 
in  a  correct  one. 

The  Chairman.  I  would  like  to  put  it  in  the  record  at  this  point, 
and  if  it  is  not  correct,  you  will  be  privileged  to  furnish  a  correct 
copy. 

Mr.  LiNDLET.  Very  well. 

(The  statement  referred  to  is  here  printed  in  full,  as  follows:) 

Exhibit  No.  27. 

(No.  630.    For  release  for  morning  papers  of  December  16,  1017.) 

United  States  Food  Administratton, 
Washififfton,  D.  C,  December  15,  1011. 

Herbert  Hoover  to-day  Issned  the  following  statement: 

"Anything  I  have  to  say  to  Mr.  Spreckels*8  statements  will  be  said  in  due 
time  to  the  committee. 

*'  It  to-dny  requires  no  proof  from  me  to  establish  that  Mr.  Spreckels,  a  lend- 
ing sugar  refiner.  Is  sore  at  the  Food  Administration  and  would  like  to  see  it 
destroyed.  I  realize  that  Mr.  Spreckels's  balance  sheet  will  not  look  so  good 
next  year  as  last,  for  refiners'  profits  have  been  regulated.  Furtlierinore,  his 
balance  sheet  would  have  looked  better  this  year  If  the  price  of  last  August  had 
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not  been  reduced  and  held  fast  In  the  face  of  a  partial  shortage  that  promised  a 
fair  opportunity  for  dO-cent  sugar  and  much  increased  profits. 

"  Mr.  Spreckels  therefore  has  reason  to  feel  badly.  There  are  other  citizens 
who  will  feel  the  same  way  and  no  doubt  can  entertain  the  public  by  assailing 
the  Food  Administration.  While  many  feel  badly,  still  the  vast  majority  of  men 
and  women  of  our  business  community  and  of  our  farmers  are  sacrificing  their 
profits  daily  to  the  Nation's  necessities  without  complaint,  for  many  are  sacri- 
ficing more  than  their  money — their  sons. 

"  We  have  had  two  months  of  partial  sugar  shortage — October  and  Novem- 
ber— and  will  also  have  December  before  relief  from  the  new  crop.  The  Ameri- 
can people  have  had  600,000  tons  of  sugar  In  these  two  months— that  is,  70  per 
cent  of  thei*  normal  supplies  in  each  month — and  if  cars  are  available  they  will 
have  70  per  cent  in  December.  Owing  to  car  shortages,  the  shortage  has  been 
most  acute  in  the  Northeast,  and  about  200  cars  are  to-day  blocked  from  that 
region. 

"  This  70  per  cent  is  twice  the  French  ration.  In  the  meantime  we  have  given 
France  a  good  part  of  the  30  per  cent,  and  are  proud  of  it.  This  supply  to 
France  was  given  deliberately  and  the  American  people  were  told  of  it  at  the 
time.  We  have  also  agreed  to  draw  10,000  tons  for  our  friends  in  Canada.  I 
have  yet  to  meet  an  American  citizen  who  would  have  had  it  otherwise. 

"As  to  the  Food  Administration  stopping  the  sources  of  supply :  The  tact  that 
all  available  supplies  have  been  brought  here  that  ships  and  cars  could  bring 
and  that  it  has  already  been  eaten,  is  sufficient  answer. 

"  Mr.  Spreckels  knows  the  bitterness  of  the  10-year  fights  between  producers   * 
and  refiners — ^between  different  refiners — ^and  if  he  looks  back  over  the  last 
three  months  he  will  observe  a  desire  of  many  of  these  elements  to  use  the 
Food  Administration  as  a  club  to  settle  their  long-standing  bitterness. 

"If  Mr.  Spreckels  will  tell  us  where  there  Is  any  sugar  to-day  that  ships 
can  be  obtained  to  carry  or  cars  can  be  obtained  to  deliver,  it  will  be  delivered 
at  once  with  the  same  resolution  that  we  have  requisitioned  or  distributed 
over  60,000,000  pounds  of  embargoed  sugar  since  October  1.  In  the  meantime, 
the  900,000  tons  of  sugar  in  Java  Is  as  remote  as  cheese  out  of  the  moon — un- 
less we  wish  to  take  bread  ships  from  our  own  soldiers  and  the  allies  to  pro- 
vide ourselves  with  candy." 

The  Chairman.  I  want  to  ask  you,  before  you  leave  the  stand,  Mr. 
Spreckels,  about  this  statement  of  Mr.  Hoover's  contained  in  the 
statement  which  I  have  offered  to  put  in  the  record  [reading] : 

It  requires  no  proof  from  me  to  establish  that  Mr.  Spreckels,  a  leading  sugar 
refiner,  is  sore  at  the  food  administration  and  would  like  to  see  it  destroyed. 

I  reallsse  that  Mr.  Spreckels*s  balance  sheet  will  not  look  so  gooil  next  year 
as  last,  for  refiners*  profits  have  been  regulate<l.  Furthermore,  his  balance 
sheet  would  have  looked  better  this  year  If  the  price  of  Inst  August  bad  not 
been  reduced  and  held  fast  In  the  face  of  a  partial  shortnge  that  promised  a 
fair  opportunity  for  SO^ent  sugar  and  much  increased  profits. 

The  Chairman.  How  about  that  statement,  that  the  situation  last 
-August  promised  30-cent  sugar? 

Mr.  Spreckels.  I  can  see  no  occasion  to  justify  it  at  all. 

The  Chairman.  I  asked  you  a  moment  ago  to  put  in  some  prices 
of  sugar  that  had  occurred  during  the  war,  when  there  was  no  regu- 
lation, and  while  you  have  not  given  the  figures  yet,  but  are  going  to 
put  them  in,  did  the  prices  mount  to  any  very  extraordinary  sum  at 
any  time  since  the  war  began,  with  an  open  market? 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  The  statement  is  made  here  that  you  are  sore,  and 
want  to  see  the  Food  Administration  destroyed  because  they  have  cut 
down  your  profits.    What  about  that? 

Mr.  Spreckels.  That  is  not  a  fact,  Senator.  On  the  contrary,  I 
think  we  introduced  a  letter  offering  to  work  even  without  a  pront; 
in  fact,  it  was  my  endeavor  to  work  with  the  Food  Administration, 
and  try  to  set  them  right,  and  not  to  combat  them.    My  every  effort 
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was  directed  toward  that,  and  not  a^inst  Mr.  Hooi^er.  I  was  sorry 
that  the  thing  took  the  turn  that  it  did. 

The  Chairmak.  And  you  did  send  Mr.  Hoover  this  letter,  in  which 
jou  offered  to  work  without  profit  f 

Mr.  Spreckels.  I  did ;  in  May. 

The  Chairman.  And  Mr.  Hoover  had  that  letter  at  the  time  he 
made  this  statement? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  I  will  ask  you  one  further  question,  in  view  of  the 
general  tenor  of  this  interview,  or  statement,  whether  or  not  it  is  the 
fact  that  your  company  has  always  been  outside  of  what  has  been 
commonly  known  as  the  sugar  combination,  or  the  Sugar  Trust? 

Mr.  Spreckels.  Absolutely. 

The  Chairman.  State  whether  or  not  it  has  constantlv  contended 
with  that  company,  and  those  interests,  in  the  sugar  marKet? 

Mr.  Spreckels.  Since  the  company  was  organized. 

The  Chairman.  There  is  ah  assertion  contained  in  this  statement 
as  follows  [reading] : 

We  have  had  two  months  of  partial  sii^r  shortage — October  and  November — 
and  wiU  also  have  December  before  relief  from  the  new  crop.  The  American 
people  have  had  500,000  tons  of  sugar  in  these  two  months — ^that  is,  70  per  cent 
of  their  normal  supplies  in  each  month,  and  if  cars  are  available  they  will 
have  70  per  cent  in  December.  Owing  to  car  shortage,  the  shortage  has  been 
must  acute  in  the  Northeast  and  about  200  cars  are  to-day  blocked  from  that 
re^on.  ^ 

STTTVLT   SENT   TO   FRANCE. 

This  70  per  cent  is  twice  the  French  ration.  In  the  meantime  we  have  given 
France  a  good  part  of  the  SO  per  cent  and  are  proud  of  it 

The  Chairman.  Do  ^ou  know  how  much,  as  a  matter  of  fact,  they 
did  ^ve  to  France  during  these  months  that  are  named  here,  October 
and  November? 

Mr.  Spreckels.  In  October,  24,073  tons ;  in  November,  nothing ;  in 
December,  nothing. 

The  Chairman.  What  percentage  would  that  24,000  tons  be? 

Mr.  Spreckeub.  That  would  be  30  per  cent  of  80,000  tons. 

The  Chairman.  Instead  of  30  per  cent  of  500,000  tons? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Do  you  know  of  the  effort  of  the  Food  Adminis- 
tration to  prevent  sugar  being  shipped  to  France  during  this  very 
period  when  Mr.  Hoover  says  ne  is  proud  they  were  sending  sugars 
to  France? 

Mr.  Spreckels.  I  think  my  report  to  Mr.  Rolph  answers  that  ques- 
tion.   It  has  already  been  put  in  evidence. 

The  Chairbcan.  That  is  to  say,  that  you  had  sugars  that  were  con- 
tracted to  France? 

Mr.  Spreckeus.  Which  they  were  eager  for  us  to  cancel. 

ITie  Chairman.  Did  they  also  cancel  some  other  sugars  during 
this  very  time,  that  you  know  of? 

Mr.  Spreckels.  I  was  told  the  American  Sugar  Refining  Co.  had 
canceled  their  contract.    I  presume  they  did. 

The  Chairman.  Can  you  tell  me  how  many  trains  of  cars  it  would 
have  taken  to  have  hauled  from  San  Francisco  to  the  Atlantic  Coast 
enough  sugar  to  have  relieved  the  diortage? 
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Mr.  Spreckels^  I  should  say  that  75,000  tons  would  materially 
help  the  situation.  A  trainload  is  about  1,500  tons.  Therefore  it 
would  take  50  trainloads.  I  wotild  like  to  call  attention,  however,  to 
the  fact  that  it  may  not  have  been  necessary  to  send  that  by  train. 
We  might  have  sent  it  down  to  Galveston,  as  beet  sugars  are  coming 
now.  They  ai*e  only  about  two  weeks  en  route,  and  then  can  also 
send  through  the  canal  by  steamer. 

Senator  Jones.  What  would  have  been  the  freight  rate  for  ship- 
ping that  all  rail  ? 

Mr.  Spreckels.  Sixty -five  cents  per  himdred  pounds. 

The  Chairman.  I  do  not  think  ox  any  questions  I  have  to  ask. 

Senator  Jones.  I  would  like  to  ask  the  witness  a  few  questions. 
Wliat  is  the  extent  of  your  business  in  ordinary  years?  How  many 
tons  of  refined  sugar  is  your  output? 

Mr.  Spreckels.  Roughly  speaking,  about  400,000  tons. 

Senator  Jones.  During  the  last  four  or  five  years  in  what  market 
have  you  been  disposing  of  that  quantity,  and  what  has  been  the 
relative  amount  in  each  of  the  different  markets,  if  more  than  one? 

Mr.  Spreckels.  Our  distribution  has  been  practically  in  Chicago 
and  east  thereof. 

Senator  Jones.  Have  ^ou  been  an  exporter  of  sugar? 

Mr.  Spreckels.  Yes,  sir. 

Senator  Jones.  To  what  extent? 

Mr.  Spreckels.  That  varies  according  to  conditions.  Last  year  I 
think  we  exported  about  40  per  cent. 

Senator  Jones.  This  year  what  percentage? 

Mr.  Spreckels.  I  am  sorry  I  can  not  give  it  to  you  offhand.  I  do 
not  want  to  mislead  you  and  give  you  a  wrong  answer. 

Senator  Jones.  I  understand. 

Mr.  Spreckels.  I  will  be  very  glad  to  give  3[ou  those  figures,  and 

five  them  to  you  accurately.  The  Food  Administration  has  those, 
le  called  for  those,  and  we  have  given  them  to  him. 

Senator  Jones.  I  wish  you  would  also  put  in  the  record,  if  you 
have  no  objection  to  it,  the  prices  at  which  you  have  purchased  raw 
sugar  during  this  entire  year,  and  your  selling  prices  for  the  different 
periods  of  the  year. 

Mr.  Spreckels.  Although  I  do  not  think  it  is  relevant  to  the  case — 
to  your  investigation — ^I  will  say  now  that  we  will  be  very  glad  to  do 
it.    We  have  nothing  to  conceal. 

Senator  Jones.  I  wish  you  would  state  how  the  sugar  market  was 
fluctuating  at  and  about  the  time  of  the  declaration  of  war  by  this 
country. 

The  Chairman.  Senator,  will  you  pardon  a  suggestion?  We  have 
asked  for  those  tables  clear  up  to  the  time  of  the  declaration  of  war, 
and  he  said  he  would  put  them  in  accurately  a  little  later,  which 
would  cover  the  period,  of  course,  from  the  time  war  was  declared  in 
Europe  up  to  this  time. 

Mr.  Spreckels.  I  think  the  Senator  wants  it  from  the  time  of  the 
declaration  by  this  country. 

Senator  Jones.  Yes. 

Mr.  Spreckels.  Would  not  the  table  of  the  raw  sugar  that  I  have 
offered  to  furnish  cover  that? 

Senator  Jones.  I  believe  that  may  answer  my  purpose,  Mr. 
Spreckels. 
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Mr.  Spreckels.  If  that  will  answer  your  purpose  I  will  bo  very 
glac}  to  give  it  to  you. 

Senator  Jones.  I  wish  you  would  also  show  for  that  period  of 
tinie  how  your  list  prices  compare  with  the  list  prices  of  other  sugar 
refining  concerns. 

Mr.  Spreckels.  I  will  show  the  prices  of  the  American  Sugar  Re- 
fining Co.  as  compared  to  ours,  or  the  different  refineries,  just  as  you 
like,  taking  them  all. 

Senator  Jones.  Take  them  all,  if  you  can,  if  you  have  the  data. 

Mr.  Spreckels.  I  have  them  all,  and  I  will  be  very  glad  to  furnish 
all  of  them.  ^  You  want  the  table  of  the  raw  and  refined  sugars  since 
the  declaration  of  war  by  this  country  ? 

Senator  Jones.  Yes.  And  I  would  really  like  that  from  the  first 
of  this  year,  if  you  could  give  it  to  me. 

Mr.  Spreckei^.  I  can  give  it  to  you. 

Mr.  LowRir.  Would  it  not  be  a  good  thing  if  the  committee  should 
call  on  Willett  &  Gray,  who  are  recognized  statisticians,  to  furnish 
that? 

Mr.  Lindlet.  I  would  like  to  state  that  I  have  taken  all  tliat  in- 
formation. I  have  it  here  tabulated,  from  Willett  &  Gray,  commenc- 
ing with  the  1st  of  March  and  coming  down  to  October  25. 

Senator  Kenton.  I  think  the  clerk  has  all  those  tables. 

Senator  Jones.  A  good  deal  of  that  time  you  were  withdrawn 
from  the  American  market,  were  you  not? 

Mr.  Spreckels.  From  all  markets. 

Senator  Jones.  For  what  reason  ? 

Mr.  Spreckels.  For  the  reason  that  we  were  unable  to  supply  the 
demand.  The  various  refineries  were  having  strikes  throughout  the 
year.  We  had  no  strike.  We  voluntarily  advanced  the  pay  of  our 
inen  from  time  to  time,  and  charged  the  consumer  the  difference,  the 
advance.  The  demand  being  so,  we  could  not  supply  the  entire  de- 
mand of  the  United  States,  and  often  advanced  our  list  price,  which 
was  really  only  a  price,  but  not  a  selling  price,  withdrawmg  from  the 
market,  trying  to  discourage  the  consumption  of  our  sugar. 

Senator  Jones.  Do  you  recall  the  highest  price  which  you  paid 
for  Cuban  sugar  prior  to  the  agreement  which  has  been  introduced 
in  evidence  here? 

Mr.  Spreckels.  I  do  not,  but  these  tables  will  furnish  all  that  in- 
formation. 

Senator  Jones.  I  think  the  tables  which  the  witness  is  going  to 
produce  will  bring  us  all  the  information  that  I  wanted  to  bring  out. 

Senator  Kenton.  The  refiners  have  been  in  a  general  all-around 
row  among  themselves  for  the  last  10  years,  have  they  not  ? 

Mr.  Spreckels.  I  will  have  to  answer  that  "  yes  "  and  "  no." 

Senator  Kenton.  What  is  the  "  no  "  ? 

Mr.  Spreckels.  The  "  no  "  is  that  there  has  been  no  general  row. 

Senator  KIenton.  A  sort  of  a  limited  row  among  them  ? 

Mr.  Spreckels.  There  was  no  row  in  the  past  two  years  of  any 
kind  that  I  know  of.  There  really  has  been  no  row,  excepting  com- 
petition. If  competition  constitutes  a  row,  yes;  there  has  been  com- 
petition. 

Tlie  Chairman.  Judge  Lindley,  you  wanted  to  have  the  committee 
ask  some  questions  ? 
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Mr.  LiNDLET.  Yes,  Mr.  Chairman.    Mr.  Spreckels,  what  fixed  the 

trice  of  all  raw  sugar  that  is  either  grown  in  or  imported  into  the 
Fnited  States? 

The  Chaibman.  Excuse  me.  The  understanding  was  that  you 
would  suggest  to  some  member  of  the  committee  Uie  question  you 
wished  to  ask. 

Mr.  LiMDLET.  I  suffgest  that  question. 

The  Chairmax.  You  can  put  that  through  Senator  Jones  or  any 
of  the  other  Senators  present. 

Mr.  Ljndlet.  I  will  ask  some  member  to  volunteer  to  put  the 
question. 

The  Chairman.  I  would  put  them,  but  I  think  perhaps  you  would 
prefer  to  have  some  other  member  put  them. 

Mr.  LiKDLET.  I  am  not  particular,  as  long  as  the  questions  are  put. 

Senator  Kenton.  You  will  have  to  select  vour  member. 

Mr.  LiNDi£T.  Senator  Jones,  will  you  put  that  question  t 

Senator  Jones.  I  will,  Judge. 

Mr.  Spreckels.  I  think  I  understood  the  question. 

Senator  Jones.  I  will  repeat  the  question  just  asked  by  Judge 
Lindley. 

Mr.  Spreckels.  What  makes  the  price  of  raw  materials  coming  into 
this  country  ? 

Mr.  Lindley.  Or  erown  in  it 

Mr.  Spreckels.  My  answer  would  be  supply  and  demand  except 
on  the  Hawaiian  sugar.    The  price  of  that  is  fixed  by  contract. 

Senator  Jones.  I  will  ask  you  how  the  contract  fixes  that  price  ? 

Mr.  Spreckels.  Whatever  price  is  paid  for  96  per  cent  centrifugal 
f^ugar  in  the  New  York  market,  the  price  that  they  pay  in  California 
is  25  cents  per  hundred  less.  That  which  is  shipped  to  the  Pennsyl- 
vania refinery  and  the  National  Sugar  Refining  Co.  of  New  York 
is  a  price  of  10  cents  lesa 

Senator  Jones.  Then,  instead  of  that  price  being  fixed  by  contract^ 
is  it  not  a  fact  that  the  New  York  price  fixes  the  price  of  Hawaiian 
su^ar? 

Mr.  Spreckels.  It  does;  and  that  price  is  fixed  by  the  law  of  sup- 
ply and  demand. 

Senator  Jones.  Then  none  of  that  Hawaiian  sugar  enters  into  the 
New  York  market  in  competition  with  the  sugars  of  the  world, 
does  it  ? 

Mr.  Spreckels.  Yes ;  I  would  say  so. 

Senator  Jones.  How  can  that  be,  if  the  Hawaiian  crop  is  contracted 
for  at  the  New  York  price? 

Mr.  Spreckels.  Does  it  not  displace  that  much  foreign  sugar  f 

Senator  Jones.  It  will  displace  that  much  foreign  sugar,  that  ia 
true;  but,  inasmuch  as  the  price  of  it  is  fixed  by  the  New  iTork  price, 
the  crop  is  all  contracted  for,  how  can  it  enter  into  the  fixing  of  the 
New  York  price  ? 

Mr.  Spreckels.  On  the  contrary,  the  New  York  price  fixes  the 
Hawaiian  price,  not  the  Hawaiian  the  New  York  price. 

Senator  Jones.  That  is  just  what  I  was  trying  to  bring  out.  You 
said  the  Hawaiian  price  was  fixed  by  contract. 

Mr.  Spreckels.  1  am  sorry  I  did  not  quite  catch  what  you  wanted. 

Senator  Jones.  What  is  it  that  fixes  the  New  York  price? 
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Mr.  Spbeckels.  Supply  and  demand. 

Senator  Jomes.  What  supply  ? 

Mr.  Spreckels.  Cuba — all  producing  countries. 

Senator  Jones,  Which  is  the  principal  producing  country  ? 

Mr.  Spreckels.  Cuba. 

Senator  Jones.  And  really,  then,  the  price  of  Cuban  sugar  is  the 
New  York  price  on  all  raw  sugars,  is  it  not  ? 

Mr.  Spbeckels.  Yes,  sir ;  the  basis  of  it. 

Mr.  LiNDLEY.  I  will  ask  Senator  Jones  to  ask  this  question :  Then, 
as  Cuban  sugar  is  the  fundamental,  it  is  simply  a  question  as  to 
what  happens  to  the  Cuban  market  ? 

Mr.  Spreckels.  Quite  risht. 

Mr.  LiNDLET.  You  see  the  witness  was  violating  one  of  the  rules 
of  the  committee  in  answering  me  directly. 

Mr.  Spreckels.  I  will  consider  it  as  coming  from  you,  Senator 
Jones. 

Senator  Jones.  Whatever  controls  the  Cuban  market,  then,  would 
naturally  control  the  other  raw  sugars  coming  into  the  New  York 
market} 

Mr.  SpRECKELfii.  Yes,  sir. 

Senator  Jones.  And  the  fate  of  Cuban  sugars  in  that  market  would 
govern  the  fate  of  other  sugars  coming  into  that  market? 

Mr.  Spreckels.  Quite  right. 

Mr.  LiNDLBY.  In  fixing  the  price  of  Cuban  sujgar,  are  there  any 
other  ways  of  determining  it  except  by  competition  or  by  arrange- 
ment with  the  planters? 

Senator  Jones.  I  will  ask  that  question,  just  in  that  form. 

Mr.  Spreckels.  I  do  not  think  I  quite  catch  it.  Judge. 

(The  stenographer  repeated  the  question,  as  follows:) 

In  fixing  the  price  of  Cuban  sugar,  are  there  any  other  ways  of  determining 
It  except  by  competition  or  by  arrangement  with  the  planters? 

Mr.  LiNDLEY.  By  contract  with  the  planters  or  in  the  competitive 
field! 

Mr.  Spreckels.  I  should  say  those  are  the  only  two  wsljs  I  know  of. 

Mr.  LiNDLET.  I  will  ask  the  Senator  to  ask  this  (][uestion :  If  we 
assume  a  condition  of  the  warring  allied  nations  reducing  their  rations 
of  sugar,  the  northern  neutrals  clamorinjg  for  sugar,  with  the  com- 
petitive market  in  Cuba,  would  that  price  have  a  tendency  to  rise 
or  to  lower  by  reason  of  those  competing  conditions? 

The  Chairman.  Judge,  without  venturing  to  suggest,  except  in  a 
friendly  way.  how  can  tnat  question  be  answered  unless  you  state 
the  amount  or  reduction  in  consumption  by  the  allies,  and  the  amount 
of  extra  demand  by  the  neutrals?  You  see,  you  do  not  give  the  wit- 
ness anv  data. 

Mr.  LiiNDLET.  I  am  simply  asking  a  general  Question,  the  witness 
having  stated  that  there  are  only  two  ways  of  nxing  the  price,  one 
by  competition  and  the  other  by  contract,  whether  or  no  competing 
conditions — timt  is,  assumed  competing  conditions — ^would  have  a 
tendency  to  lower  or  raise  the  price.  I  majr  put  it  that  way,  and 
withdraw  tiie  other  question,  if  tne  Senator  will  kindly  put  it  m  that 
form. 

Senator  Jones.  You  may  consider  this  as  asked  by  me. 

Mr.  Spreckels.  If  you  exclude  the  belligerents 
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Mr.  Ltndlet.  Yes;  exclude  the  central  powers. 

Mr.  Spreckels.  Excluding  the  central  powers — all  belligerents ;  is 
tbnt  what  you  mean  ? 

Senator  Jones.  No;  that  is  not  meant — excluding  the  central 
powcre. 

Mr.  LiNDLET.  The  central  powers,  as  I  understand,  Mr.  Chairman, 
would  not  be  in  the  competitive  field. 

The  Chaiuman.  No;  tney  are  inside  of  a  wall  of  steel,  and  we  hope 
they  will  stay  there. 

Mr.  LiNDLEY.  We  hope  they  will  be  fired  out  of  it. 

The  Chairman.  I  mean  stay  in,  I  want  it  smaller  all  the  time. 

Mr.  Spreckels.  I  thought,  as  you  put  your  question  originally,  you 
spoke  of  neutrals. 

The  Chairman.  Ref rame  it. 

Mr.  LiNDLET.  For  the  benefit  of  the  Senator  who  has  to  ask  the 
question,  assuming  the  competitive  condition,  which  had  to  enter  the 
Cuban  market  to  satisfy  demands,  would  that  competitive  condition 
have  a  tendency  to  increase  or  lower  the  price  of  sugar? 

Mr.  Spreckels.  As  I  stated  before,  it  is  all  governed  by  supply 
and  demand,  and  necessarily  it  would  follow,  wherever  the  demand 
was  more,  the  price  would  proportionately  advance  as  to  the  bearing 
on  the  amount  they  need. 

Senator  Jones.  Lict  me  ask  you  a  question.  If  you  have  the  in- 
formation, will  you  please  tell  us  whether  or  not  there  was  a  com- 
petitive condition  regarding  the  Ciiban  sugars  at  the  time  of  our 
declaration  of  war,  and  up  to  the  time  of  the  making  of  this  agree- 
ment which  has  been  introduced  in  evidence  here? 

l^Ir.  Spreckels.  There  was  a  competitive  condition. 

Senator  Jones.  Between  what  countries? 

Mr.  Spreckels.  I  should  say  England  and  tliis  country. 

Senator  Jones.  Were  the  northern  European  countries  also  trying 
to  get  any  of  that  sugar?  Or,  I  will  ask  you  a  broader  question: 
Were  neutral  countries  trying  to  get  any  of  that  sugar? 

Mr.  Spreckels.  They  were  to  a  limited  extent,  yes.  Of  course, 
their  wants  are  few,  comparatively  speaking.  May  I  submit  this 
table?  That  furnishes  all  the  information  that  you  wish,  I  think. 
That  shows  where  the  Cuban  stock  went  to. 

(The  paper  referred  to  is  here  printed  in  full,  as  follows:) 

Exhibit  No.  28. 
Cuban  exports. 


United  states , 

Canada 

United  Kingdom 

France , 

Spain 

Other  European  oountrios 
Mexico 

Total 


1017  (to 
Dec.  15). 


l,9W,96g 

3,516 

787.  W5 

v6«8J5 

28.y81 

1,831 


1916 


2»l(i0.2M 


524,318 
144.435 

1,765 

81,418 

147 


2,898,470 1     2,887,»7 


Senator  Jones.  According  to  this  paper  which  you  hand  me  I 
find  that  in  1916  Cuban  sugar  to  the  extent  of  2,1694^^  tons  was  ex- 
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ported  to  the  United  States:  in  1917,  up  to  December  15,  1,968,268 
ions;  a  less  amount  in  1917  tnan  in  1916. 

To  Canada  in  1916  there  was  not  exported  any  Cuban  sugar,  but  in 
1917,  3,513  tons. 

To  the  United  Kingdom  in  1916,  524,818  tons;  in  1917,  787,965 
tons. 

To  France  in  1916,  144,435  tons;  and  in  1917,  96,826  tons. 

To  Spain  in  1916, 1,765  tons;  and  in  1917,  28,981  tons.        ^ 

Other  European  countries,  in  1916,  31,418  tons ;  in  1917,  6,593  tons. 

To  Mexico  in  1916,  147  tons;  and  in  1917, 1,331  tons. 

Making  a  grand  total  of  exported  sugar  from  Cuba  in  1916  of 
2,887,207  tons,  and  in  1917  of  2,898,479  tons. 

I  notice  from  this  table  that  during  1917  the  United  Kingdom 
imported,  of  Cuban  sugars,  something  over  250,000  tons  more  than 
in  1916.  So  it  appears  that  the  United  Kingdom  then  was  a  very 
anxious  competitor  of  the  United  States  during  this  year,  does  it  not? 

Mr.  SrnKCKELS.  Yes,  sir.  I  would  like  to  say  that  they  took  a 
corresponding  amount  of  refined. 

The  Chairman.  What  do  you  mean  by  that? 

Mr.  Spreckels.  They  took  that  much  less  refined. 

Senator  Jones.  They  took  that  much  less  refined  ? 

Mr.  Spreckels.  Than  they  did  the  previous  year. 

Senator  Jones.  Refined  from  where  t 

Mr.  Spreckels.  From  this  country.  They  took  in  1917  887,000 
tons,  in  the  shape  of  refined  sugar;  in  1916  they  took  647,000.  So 
that  accounts  for  the  difference  between  the  two.  ^ 

Senator  Jones.  From  whom  did  they  take  this  refined  sugar  in 
1916?  , 

Mr.  Spreckels.  From  the  refiners  here. 

Senator  Jones.  In  New  York? 

Mr.  Spreckels.  Yes,  sir. 

Senator  Jones.  And  to  that  extent  they  were  not  competitors,  then, 
for  the  raw  sugar  of  Cuba? 

Mr.  Spreckels.  Indirectly,  yes,  I  should  say,  because  we  were 
required  to  buy  that  much  more. 

Senator  Jones.  You  say  "  we." 

Mr.  Spreckels.  I  am  speaking  of  the  United  States  refiners.' 

Senator  Jones.  In  other  words,  the  United  •  States  refiners  who 
were  engaged  in  the  export  business? 

ilr.  Speckels.  They  are  all  engaged  in  the  export  business,  I 
believe,  excepting  those  on  the  west  coast. 

Senator  Jones.  But  as  to  the  refined  sugar  which  yon  sold  in 
1916  to  the  United  Kingdom,  that  Government  had  nothing  to  do 
with  the  purchase  of  the  raw  sugar  which  was  the  basis  of  the  re- 
fined sugar,  did  it? 

Mr.  Spreckels.  Yes. 

Senator  Jones.  How? 

Mr.  LiNDLEY.  Mr.  Chairman,  I  suggest  that  Mr.  Spreckels  answer 
his  questions  without  being  prompted. 

Senator  Lodge.  I  think  he  can  consult  if  he  desires  to. 

Mr.  Spreckels.  Just  as  you  like.    I  do  not  care  about  it. 

Senator  Jones.  Mr.  Spreckels  has  been  consulting  Mr.  Lowry  as 
to  a  number  of  different  details  here. 

8S464--18 0 


l30  SHOBTAGE   01'   SUGAU. 

*    Mr.  Sfreckels.  They  are  details  hero,  but  if  there  is  any  objection 
to  it,  I  will  not  do  it 

Senator  Vardaman.  There  is  no  objection  at  all ;  what  we  want  is 
the  truth  about  the  matter. 

The  Chaibman.  I  will  say  to  Judge  Lindley  that  I  know  from  a 
nrevious  experience  we  had  here,  on  the  lobby  investigation,  that 
Mr.  Lowry  is  something  of  an  expert  on  the  question  of  these  statis- 
tics^  ahd  that  is,  as  I  understand,  all  he  has  been  telling  Mr. 
Spreckels.  If  I  thought  he  had  been  prompting  him  in  any  other 
way,  I  would  have  stopped  it  very  quickly. 

^  Mr.  Ltndlet.  Sometimes,  in  courts  of  justice,  it  goes  to  the  ques- 
tion of  the  extent  of  the  knowledge  or  information  of  the  witness  on 
the  stand.  And  it  gives  the  impression — ^but  I  do  not  wish  to  cavil 
over  the  matter. 

Mr.  Spreckels.  I  would  like  to  make  this  statement,  that  I  have 
come  to  Washington,  not  knowing  for  a  minute  that  I  was  going  to 
be  put  on  the  stand.  I  came  here  and  was  put  on  the  stand  the  next 
morning  without  any  i^reparation  whatsoever.  I  had  to  wire  to  Ncx^ 
York  to  get  the  little  information  I  had,  and  some  is  not  accessible 
because  it  is  locked  up  in  my  desk.  I  have  only  asked  Mr.  Lowry  to 
assist  me  in  getting  at  the  truth  of  it;  that  is  all.  You  want  the 
facts,  and  I  am  trying  to  give  you  the  facts,  rather  than  to  say  that 
I  do  not  know. 

Mr.  LuJDLET.  I  am  very  sorry  I  interjected  something  that  caused 
trouble.  I  supposed  I  was  simply  calling  attention  to  an  ordinary 
method  of  proceeding  with  a  witoess.  I  withdraw  the  suggestion. 
Proceed,  Mr.  Spreckels. 

Xhe  Charman.  It  did  not  make  any  trouble.  It  was  a  natural 
suggestion.    But  the  explanation  is  due  you,  and  due  everybody. 

(The  preceding  testimony  was  thereupon  read  by  the  stenographer, 
as  follows:) 

Senntor  Jones.  But  as  to  the  refined  snpnr  which  you  sold  in  1910  to  the 
United  Kingdom,  tliat  Government  had  notliinj;  to  do  \vfth  the  purchase  of  tlje 
raw  su^nr  wliich  was  tlie  basis  of  the  refined  sugar,  did  it? 

^Ir.  Spkeckels.  Yes. 

Senator  Jones.  How? 

Mr.'SpKECKEi-^.  If  they  bought  it  in  refined  shape,  it  was  necessary 
for  us  to  buy — I  am  speaking  of  the  United  States  refiners — ^more  rav 
sugar  to  supply  that  refined. 

Senator  Jones.  That,  of  course,  is  apparent.  But  they  had  no 
direct  connection  with  the  purchase  of  the  raw  sugar! 

Mr.  Spreckels.  Who? 

Senator  Jones.  The  United  Kingdom? 

Mr.  Spreckels.  Yes.    They  bought  raw  sugars. 

Senator  Jones.  I  mean  this  quantity  of  raw  sugar  which  went 
into  the  refined  sugar  I  referred  to  in  the  examination. 

Mr.  Spreckels.  The  British  Royal  Commission  bought  both.  They 
bought  the  raw  sugars,  and  they  bought  the  refined  sugars. 

Senator  Jones.  That  was  in  1916? 

Mr.  Spreckels.  Yes,  sir;  and  1917  also. 

Senator  Jones.  In  1917  up  to  what  time? 

Mr.  Spreckels.  Up  to  October  1,  I  think. 

Senator  Jones.  ^Vhen  this  agreement  was  entered  into? 

Mr.  Spreckels.  When  this  agreement  was  entered  into. 
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Senator  Jon  £8.  Then  that  destroyed  the  competition  between  the 
American  purchasers  of  the  Cuban  raw  sugars,  and  the  purchasers 
for  the  United  Kingdom,  did  it  not? 

Mr.  Spreckels.  No;  because  they  required  both.  They  were  still 
a  comj>etitor. 

Senator  Jones.  After  this  agreement? 

Mr.  Spreckels.  After  the  agreement? 

Senator  Jones.  Yes. 

Mr.  Spre:ckels.  No  ;  not  after  the  agreement. 

Senator  Jones.  Then,  entering  into  the  agreement,  or  enterinjg  into 
the  arrangement,  with  the  United  Kingdom  reduced  the  number  of 
competitors  for  Cuban  sugar,  did  it  not? 

Mr.  Spreckels.  Yes,  sir. 

Senator  Jones.  And  would  that  have  a  tendency  to  lower  the  cost 
of  raw  sugar? 

Mr.  Spreckels.  I  should  say  it  would. 

Senator  Jones.  I  notice  in  these  figures  that  France  imported 
much  more  sugar  from  Cuba  in  1916  than  in  1917.  Why  was  that,  if 
you  know? 

Mr.  Spreckels.  I  could  not  tell  you.  That  was  by  agreement  with 
the  British  Koyal  Commission,  who  buy  for  Italy  and  for  France  and 
for  England.    They  buy  for  all  the  belligerents. 

Senator  Jones.  Then  when  the  British  Royal  Commission  entered 
into  an  arrangement  with  the  representatives  of  the  United  States, 
that  eliminated  as  competitors  not  only  the  United  Kingdom,  but 
France  and  Italy? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  In  that  connection,  then,  if  the  control  of  the 
European  market,  so  far  as  England,  France,  and  Italy — and  I  sup- 
pose we  might  add  Belffium — are  concerned,  and  so  far  as  Canaaa, 
Australia,  and  all  the  English  possessions  are  concerned,  was  in  the 
hands  of  the  Briti^  Koyal  Commission,  and  if  that  commission  and 
the  American  Government,  or  the  American  food  controller,  simply 
agreed  upon  the  amount  of  sugar  which  England  was  to  take,  and 
which  that  commission  was  to  take,  and  which  the  United  States  was 
to  take,  they  could  have  absolutely  fixed  it  so  that  the  American 
sugar  refiner  would  have  been  free  to  have  gone  into  the  Cuban 
market  and  bought  that  amount  of  sugar  which  was  allotted  to  this 

country  ? 

Mr.  Spreckels.  They  could. 

The  Chairman.  And  enough  could  have  been  apportioned  to  this 
country  to  supply  this  county's  wants? 

Mr.  Spreckels.  It  could. 

The  Chairman.  And  it  would  not  have  been  necessary  to  have  in- 
creased England's  supply  this  year  over  what  England's  supply  was 
last  year,  by  the  amount  stated  in  this  report  which  I  put  in  the 
record,  of  124,050  tons?    It  would  not  have  been  necessary  to  have 

done  that? 

Mr.  Spreckels.  That  is  true. 

The  Chairman.  That  is  all. 

Senator  Jones.  I  would  like  to  just  pursue  this  a  little  further. 

Assuming  that  it  is  important  for  the  United  States  and  her  allies 
to  obtain  all  of  the  Cuban  sugar,  how  could  that  be  done  otherwise 
than  by  an  a^eement  between  the  international  committee,  which 
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has  been  referred  to  in  this  testimony,  and  the  representatives  of  the 
Cuban  interests? 

Mr.  Spreckels.  There  are  a  good  many  ways  of  killing  a  cat  1 
do  not  know  just  offhand  how  many  ways  there  ore  to  do  it. 

Senator  Jones.  Under  world  conditions  as  you  know  them,  with 
Mexico  and  Spain  and  other  European  countries  entering  into  the 
Cuban  market  and  seeking  her  sugar,  would  it  be  possible  for  the 
United  States  and  her  allies  to  control  that  entire  supply  other  than 
by  entering  into  an  agreement  affecting  the  entire  supply? 

Mr.  Spreckels.  Yes ;  I  think  it  would  naturally  come  to  this  mar- 
ket and  to  our  allies — to  England  and  to  France. 

Senator  Jones.  All  of  it? 

Mr.  Spreckels.  Practically  all  of  it.  Of  couree,  the  wants  of 
Mexico  are  few.  They  raise  their  own  sugars,  as  do  other  countries. 
Spain  raises  some  sugar. 

Senator  Jones.  What  about  other  European  countries? 

Mr.  Spreckels.  Sweden  has  some  sugar.  In  Holland  they  have 
their  own  sugars.    There  is  practically  no  competition. 

Senator  Jones.  I  see  that  in  1916  there  went  to  so-called  other 
European  coiuitrics  31,418  tons.  What  countries  are  included  in  that 
term  "other  European  countries"? 

Mr.  Spreckels.  Other  European  countries,  31.000  tons  in  1916, 
and  only  6,500  tons  in  1917. 

Senator  Jones.  Yes.  I  ask  you  now  what  are  the  names  of  those 
countries  denominated  here  as  "other  European  countries"? 

Mr.  Spreckels.  Norway,  Finland 

The  Chairman.  Does  not  Greece,  if  you  will  allow  nie? 

Mr.  Spreckels.  Switzerland.  Most  of  it  went  to  Switzerland,  for 
the  condensed-milk  manufacturers. 

Senator  Jones.  Did  any  go  to  Sweden  and  Denmark? 

Mr.  Spreckhls.  It  went  to  Norway.  Some  went  to  Sweden.  1 
do  not  know  as  to  Denmark.    I  do  not  think  anv  went  to  Denmark 

Senator  Jones.  Did  those  countries  get  all  they  wanted? 

Mr.  Spreckels.  I  think  so;  last  year;  until  the  embargo  was  placed 
on  it ;  they  got  all  they  wanted. 

Senator  Jones.  Who  put  the  embargo  on? 

Mr.  Spreckels.  By  proclamation. 

Senator  Jones.  Of  whom? 

Mr.  Spreckels.  I  believe  the  President  of  the  United  States  issued 
that  proclamation. 

Senator  Jones.  Did  the  President  of  the  United  States  issue  any 
proclamation  against  the  exportation  of  Cuban  sugar  to  Sweden? 

Mr.  Spreckels.  No.  I  withdraw  that.  I  was  thinking  of  this 
country.    I  do  not  know  that  there  is  any  embargo  upon  Cuba. 

Senator  Jones.  Is  there  not  an  embargo  now  ? 

Mr.  Spreckels.  I  do  not  know. 

Senator  Jones.  Has  not  the  Cuban  Government  issued  an  embargo 
against  the  exportation  of  any  sugar? 

Mr.  LiNDLEY.  From  October  1. 

Mr.  Spreckels.  To  any  country  ? 

Senator  Jones.  Yes. 

The  Chairman.  Do  you  mean  any  country  in  the  world,  or  any 
neutral  country? 
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Mr.  Li>'DLEY.  Any  country,  in  the  world. 

Senator  Jones.  Any  country  in  the  world  ? 

Mr.  Spreckels.  We  have  been  receiving  sugars  since  October  from 
Cuba. 

Senator  Joxes.  From  what  crop? 

Mr.  Spreckels.  From  this  last  crop — 1917  crop. 

Senator  Jones.  Had  that  been  contracted  for  before  you  entered 
into  this  agreement? 

Mr.  Spreckels.  No,  sir.  It  was  read  here  a  moment  ago,  20,000 
bags  had  been  bought  of  the  old  crop. 

Senator  Jones.  By  whom? 

Mr.  Spreckels.  By  the  international  committee. 

Senator  Jones.  That  is  the  old  crop? 

Mr.  Spreckels.  That  is  what  I  am  speaking  of. 

Senator  Jones  I  am  speaking  of  the  new  crop. 

Senator  Lodge.  The  new  crop  has  not  come  in  at  all,  has  it! 

Mr.  Spreckels.  None  of  it  has  come  in. 

The  Chairman.  I  understand.  Senator  Jones,  you  claim  that  Cuba 
has  placed  an  embargo  on  her  sugar? 

Senator  Jones.  Yes. 

The  Chairman,  How  long  would  it  be  before  Cuba  would  starve 
to  death  if  she  maintained  that  sort  of  an  embargo? 

Mr.  Spreckels.  Ten  days. 

Mr.  LiNDLEY.  It  has  stood  since  the  1st  of  October,  Mr.  Chairman. 

Mr.  Spreckels.  I  thought  there  were  no  sugars  on  the  1st  of 
October,  no  new  sugars,  and  the  old  sugars  had  been  coming  forward. 

The  Chairman.  The  crop  of  1917  is  almost  all  in,  is  it  not  ? 

Mr.  Spreckels.  All  in.  If  you  were  to  put  an  embargo  on  sugars 
from  Cuba,  and  not  allow  them  to  go  to  this  country  or  any  other 
country,  it  seems  to  me  there  would  be  no  better  way  of  starting  a 
revolution  in  Cuba. 

Senator  Jones.  Then,  Mr.  Spreckels,  if  the  Cuban  Government  has 
placed  an  embargo  on  the  exportation  of  Cuban  sugar  for  the  pur- 
pose of  insuring  the  Cuban  planter  what  that  government  considers 
a  reasonable  price  for  his  sugar,  it  is  important,  is  it  not,  that  some 
agreement  be  entered  into  for  the  purchase  of  that  sugar  which  is 
satisfactory  to  the  Cuban  Government? 

Mr.  Spreckels.  I  do  not  think  so. 

Mr.  Lindley.  I  have  another  question  on  that  same  subject. 

Mr.  Spreckels.  That  is  a  question  of  judgment. 

Mr.  LiNDLEY.  Is  it  not  a  fact  that  an  embargo  was  placed  upon 
exports  of  all  Cuban  sugar,  and  its  export  interdicted  at  any  price 
less  than  4.75  by  a  proclamation  of  the  President  of  Cuba  under  au- 
thorization of  the  Cuban  Congress. 

Senator  Jones.  I  will  ask  you  if  you  know  anything  about  the 
embargo  of  the  Cuban  Government  upon  the  exportation  of  sugar? 

The  Chairman.  If  that  question  is  to  be  opened  up  and  answered, 
it  seems  to  me  it  would  lead  directly  to  what  we  discussed  this  morn- 
ing, and  would  involve  the  whole  question.  I  suggest  that  to  Sena- 
tor Jones,  as  the  Senator  who  raised  the  point. 

Mr.  LiNDLEY.  I  would  like  to  make  a  suggestion  to  the  committee. 
It  can  not  be  possible  that  Mr.  Spreckels'  testimony  can  go  in  as  it 
is,  without  the  explanation  of  what  the  situation  was  as  to  prices. 
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The  proclamation  of  the  President  of  Cuba  and  the  price-fixing 
proposition  is  public  property;  there  is  no  diplomatic  secret  about 
that.  That  is  a  fact,  and  it  is  a  fact  we  had  to  contend  with 
in  the  determination  of  the  prospective  price  that  might  be  paid  to 
Cuban  {planters,  the  bars  put  up  by  the  Cuban  Government  and  the 
fixed  price  by  the  Cuban  Grovemment,  and  I  can  see  no  violation  of 
any  ethics  in  giving  that  fact  to  go  into  the  record.  It  was  a  price, 
if  your  chairman  will  inquire,  which  is  less  than  the  price  that  ulti- 
mately was  tentatively  agreed  upon,  but  has  not  gone  into  effect  It 
has  been  reduced  to  4.60  by  consent  of  the  Cuban  Government. 

The  Chairman.  The  Senator,  who  is  a  member  of  the  Foreign  Be* 
lations  Committee  of  the  Senate,  states  he  objects  to  discussing  the 
action  of  the  Cuban  Government,  and,  so  far  as  I  am  concerned,  it 
seems  to  me,  speaking  for  myself,  that  if  this  question  is  gone  into  it 
involves  other  questions  lying  back  of  it  that  Senator  Jones  suggested 
this  morning  we  ought  not  to  go  into. 

Senator  Vardaman.  I  suggest  that  you  add  that  after  conference 
with  the  State  Department  we  determined  not  to  go  into  it.  There 
are  some  facts  in  there  that  I  myself  would  like  to  have  explained. 
But  it  was  understood  in  the  executive  session  this  morning  that  we 
would  not  go  into  a  discussion  of  that.  I  want^  to  say  tihat  there  is 
not  a  fact  or  a  circumstance  connected  with  this  investigation  that 
I  should  not  like  to  see  given  to  the  public.  All  in  the  world  that 
I  desire  is  that  the  truth  may  be  known  and  the  reason  for  the  action 
or  conduct  of  men  who  are  performing  public  functions.  We  are  not 
here  to  try  anybody.  We  are  not  here  to  exculpate  or  convict  anybody 
of  anything.  We  want  the  facts,  in  pursuance  of  the  resolution  which 
was  adopted  by  the  Senate  charging  this  committee  with  the  responsi- 
bility of  making  the  investigation.  But  it  has  been  determined  by 
the  committee,  in  executive  session,  that  we  had  better  not  go  into 
that  phase  of  it,  on  account  of  some  international  questions  that  will 

arise. 
Senator  Kenyon.  This  is  a  public  proclamation,  is  it  not,  however. 

of  the  President  of  the  Republic  ? 

Mr.  LiNDLEY.  Yes,  sir. 

Senator  Kenyon.  There  can  not  be  any  particular  secret  about  it. 

The  Chairman.  So  far  as  I  am  concerned,  I  believe,  before  we  get 
through,  we  will  be  involved  in  it.  As  far  as  I  am  concerned,  I  think 
it  all  ought  to  be  laid  right  out  open.  But  there  seem  to  be  other 
men,  who  are  certainly  as  patriotic  as  I  am,  of  Ions:  experience,  who 
entertain  another  opinion,  and  until  that  is  changed  I  think  we  had 
better  not  go  into  this  question.  If  the  proclamation  of  the  President 
of  Cuba  is  in  existence,  all  we  need  to  do  is  to  have  that  fact  put  into 
the  record.  You  will  be  permitted  to  hand  it  to  the  committee,  Jud^e 
Lindley.    We  will  put  it  in  for  you. 

Senator  Jones.  I  would  like  to  state  that  it  was  upon  my  sugges 
tion  that  the  question  of  withholding  examination  as  to  the  situa- 
tion in  Cuba,  and  dealing  with  Cuba,  was  discussed.  But  in  the 
testimony  of  this  witness  he  has  expressed  the  opinion — ^and  it 
appears  in  his  testimony  in  various  ways — that  the  fixed  price  of 
$4.60  for  Cuban  sugar  was  an  exorbitant  price,  and  it  is  intimated 
that  it  was  done  for  the  purpose  of  raising  the  price  of  other 
sugars,    T  believe,  myself,  tliat  this  question  ought  not  to  be  gone 
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into.  But  if  it^  is  not  gone  into,  then  I  think  anjr  criticism  of  those 
who  have  participated  in  fixing  the  price  of  this  Cuban  sugar  at 
$4.60  should  be  withdrawn. 

Senator  Vardaman.  Who  has  criticized  it? 

Senator  Jones.  It  appears  all  through  this  testimony,  if  I  am 
able  to  get  the  gist  of  it. 

The  Chaibman.  Well,  I  do  not  agree  with  that  proposition  at  all. 
The  testimony  thus  far  discloses  the  fact  that  this  price  was  fixed 
by  Mr.  Rolph,  and  by  the  committee  with  which  he  is  connected,  in 
consultation  with  Cuban  sugar  planters.  It  may  be  that  the  Presi- 
dent of  Cuba  issued  a  proclamation  that  they  would  not  allow  sugars 
to  be  shipped  out,  ana  that  they  issued  another  proclamation,  or  in 
the  same  proclamation  said,  it  should  not  be  shipped  out  for  less  than 
a  certain  sum.  If  they  did  that,  that  is  simply  a  fact,  and  the  ques- 
tion then  remains  how  much  that  proclamation  amounted  to,  and 
everybody  with  a  modicum  of  common  sense  knows  that  Cuba  could 
Qot  exist  except  for  the  sale  of  her  su^ar,  that  she  could  not  maintain 
a  position  of  that  kind  very  long.  The  Cuban  planter  has  to  sell  in 
order  to  live. 

Mr.  Freeman.  Mr.  Chairman,  .you  have  given  permission  to  the 
counsel  for  the  Food  Administration  to  make  a  statement.  I  ask 
you  to  permit  me  to  make  a  short  statement  on  behalf  of  Mr.  BabRt. 
find  the  American  Sugar  Kefining  Ca 

The  Chairman.  No,  they  are  not  on  trial. 

Mr.  Freeman.  They  are  on  trial. 

Mr.  LiNDLEY.  I  have  not  gotten  through,  yet. 

Mr.  Freeman.  May  I  ask  permission 

The  Chairman.  You  sit  down,  sir,  and  be  quiet. 

Mr.  Freeman.  May  I  ask  permission  to  have  you  ask  the  witness 
two  questions? 

The  Chairman.  You  will  be  heard  in  your  proper  time.  Judge 
Ijindley,  proceed. 

Mr.  LiNDLEY.  I  was  about  to  ask  another  question.  I  do  not  know 
how  far  the  ruling  of  the  chairman  is  going  to  preclude  it. 

The  Chairman.  You  ask  it,  and  we  will  try  and  pass  upon  it. 

Mr.  LiNDLET.  I  wanted  to  ask  the  witness  if  he  aid  not  know  that 
in  order  to  reach  the  tentative  price  of  $4.60  for  Cuban  sugar,  it 
was  necessary  to  get  the  Cuban  Government  to  practically  take  a 
hack  step  on  its  $4.75  price. 

Senator  Jones.  I  agree  with  the  chairman  of  the  committee,  or 
the  suggestion  of  Senator  Lodge,  as  to  the  propriety  of  going  further 
%rith  this  examination. 

Senator  Lodge.  Mr.  Chairman 

Mr.  LiNDLET.  You  mean  on  that  line?  If  the  chairman  thinks 
and  the  committee  expresses  itself  that  way  I  will  have  no  further 
questions  on  that  line. 

Senator  Lodge.  Mr.  Cliairman,  I  think  it  in  the  highest  degree 
tmdesirable  that  this  committee,  or  any  other  committee,  should 
undertake  to  examine  the  conduct  or  motives  of  a  foreign  and 
friendly  government.  It  is  enough  for  us  to  know  what  was  ogreed 
We  may  assume  that  the  Cubans,  either  directly  or  through  or  by 
action  of  the  Government,  if  a  price  was  to  be  fixed,  would  endeavor 
io  get  the  best  price  they  could.    That,  of  course,  is  human  nature. 
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We  may  assume  that  they  tried  to  get  the  best  price  they  could,  and 
I  think  it  would  be  most  undesirable  for  us  to  enter  into  any  discus- 
sion of  the  conduct  of  the  Cuban  Government. 

Mr.  LiNDLET.  Well,  of  course^  if.  the  chairman  feels  that  we 
should  be  so  tender  of  the  feelings  of  a  foreign  government  that 
puts  up  the  bars  and  makes  it  impossible  for  us  to  buy  sugar  at  a 
certain  rate,  neither  the  committeeman  nor  the  chairman  should 
impugn  the  motives  of  men  who  are  trying  to  do  the  best  they  can; 
and. you  put  us  in  the  position  now  of  being  punished  for  having 
tri«i  to  do  our  best,  because  you  say  we  can  not  go  into  the  ques- 
tion of  why  we  did  it  or  what  was  necessary  to  be  done. 

The  Chairman.  Assume,  Judge,  that  you  were  under  no  legal 
obligation  to  go  to  Cuba  at  all  or  to  make  any  agreement,  and  now 
assume  that  the  Cuban  Government  had  made  this  order;  you  did 
not  have  to  go  to  them  to  make  any  agreements. '  All  you  had  to 
do  was  to  let  the  situation  alone.  It  seems  to  be  true  that  the  Cuban 
Government  never  asked  this. 

Now,  about  fixing  the  particular  price.  It  had  become  finally  evi- 
dent that  somebody  intended  to  fix  a  price  for  them,  and  they  then 
naturally  would  begin  to  be  interested  in  the  question.  I  do  not 
think  it  is  material.    Are  there  any  further  questions? 

Mh  LrNDLEY.  I  would  like  to  ask  the  chairman  one  question. 
Did  you  suggest  that  under  these  conditions  we  could  have  left  the 
Cuban  sugar  alone  ? 

The  Chairman.  Yes;  undoubtedly. 

Mr.  LiNDLET.  And  the  balance  of  the  world  could  have  let  it 
alone  ? 

The  Chairbian.  Yee. 

.  Mr.  Lin  OLE  Y.  And  the  people  of  the  balance  of  the  world  could 
have  starved  for  sugar? 

The  Chairman.  Oh,  I  suggested  this  in  a  colloquy  with  you  that 
perhaps  ought  not  to  have  taken  place.  If  the  British  royal  com- 
mission controls  the  demand  of  practically  all  of  Europe  that  has 
any  demand  and  practically  all  of  the  world  outside  of  the  United 
States  that  has  any  demand,  and  if  we  at  home  here  control  our 
own  deAiands,and  if  Cuba  has  got  sugar  to  sell,  and  its  life  and  death 
depend  upon  the  sale  of  that  crop,  and  the  sale  of  it  promptly,  then 
we  were  not  in  a  position  to  be  dictated  to  by  Cuba,  but  Cuba  was 
absolutely  at  the  mercy  of  the  British  royal  commission  and  of  the 
United  States ;  there  is  not  any  question  about  that.  There  can  not 
bo  any  question  about  it. 

Mr.  LiNDLEY.  I  have  a  number  of  other  questions  to  ask. 

The  Chairman.  Go  ahead. 

Mr.  LiXDLEY.  If  I  may. 

The  Chairman.  Yes. 

Mr.  LiNDLEY.  When  I  stated  that  I  had  a  few  fundamental  ques- 
tions to  ask  it  was  at  the  juncture  we  had  reached,  and  not  with  the 
expectation  that  the  witness  was  through.  This  is  to  be  addressed  to 
Mr.  Spreckels:  What  prices  have  been  paid  for  raw  sugar  from 
October  17  to  date? 

Mr.  Spreckels.  May  I  answer  that  in  that  table? 

Senator  Jones.  That,  I  believe,  is  to  be  put  into  the  record  in 
future,  in  the  schedule  of  prices  that  has  been  already  called  for. 
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lir.  LiNDLET.  M^  inquiry  with  reference  to  this  price  proposition 
and  the  rehitionship  of  the  different  refineries  and  the  different 
classes  of  produced  sugars  is  all  predicated  upon  a  definite  opinion 
'  about  these  prospective  prices,  and  I  shall  ask  the  privilege  of  having 
Mr.  Spreckels  return  when  he  gets  those  figures,  and  your  allowing 
me  to  cross-examine  him.  I  do  not  want  to  put  him  to  any  un- 
necessary trouble,  but,  clearly,  I  would  like  to  have  the  privilege  from 
the  committee  of  withholding  furtlier  suggestions  to  Mr.  Spreckels 
until  those  figures  are  presented. 

The  Chairman.  All  right. 

Mr.  LiXDLEY.  I  have  one  more  question,  Senator:  Why  did  you 
not  buy  the  sugar  which  went  to  England  before  t^he  food  control 
went  into  effect? 

Senator  Jones.  I  will  ask  that  question. 

Mr.  Spreckels.  Why  did  we  not  buy  all  the  sugars 

Mr.  LiNDLEY.  Why  did  you  not  buy  the  sugar  that  went  to  Eng- 
land before  the  food  control  went  into  effect? 

Mr.  Spreckels.  Because  we  all  understood  we  were  going  to  be 
regulated  by  the  Food  Commission — the  Food  Administrator — and 
we  did  not  know  what  the  Food  Administrator  was  going  to  do  about 
the  prices.  . 

Senator  Jones.  Understood  it  since  what  time  ? 

Mr.  Spreckels.  Since  last  May.  In  last  May  we  offered  the 
services  of  our  plant  to  the  Government  free  of  charge. 

The  Chairii AN.  That  is  in  that  letter  you  put  in. 

Mr.  Spreckels.  It  is  all  stated  in  that  letter. 

Senator  Jones.  How  much  sugar  have  you  exported — I  mean 
roughly  speaking — since  last  May? 

Mr.  Spreckels.  I  have  a  memorandum  here.  You  asked  me  to 
furnish  that,  and  I  shall  furnisli  that  when  I  return  on  Wednesday. 

Senator  Jones.  Just  for  the  purpose  of  getting  a  general  idea.  Of 
course,  that  will  come  in 

Mr.  Spreckels.  I  could  not  say,  offliand.    I  do  not  remember. 

Senator  Jones.  But  it  has  been  a  considerable  amount,  has  it  not? 

Mr.'  Spreckles.  Yes;  a  considerable  amount,  but  I  could  not  tell 
you  the  quantity. 

Senator  Jones.  Yes. 

Mr.  Spreckels.  T  should  like  to  look  up  my  statements. 

Senator  Jones.  Oh,  we  will  bring  that  out  after  you  get  your  table 
in.     That  will  be  all  right. 

Mr.  LiNDLEY.  I  would  like  to  know  if  the  witness  understood  that 
we  fixed  that  duty  from  the  Isi  of  October. 

Senator  Jones.  He  is  going  to  bring  that  in  for  the  whole  year. 

The  Chairman.  There  was  a  request  here  to  have  a  question  asked, 
made  by  the  representative  of  Mr.  Babst.    Have  you  a  question  you 

wanted  to  propound  ? 

Mr.  Freeman.  Yes;  I  did  have  seme  questions,  which  I  will  file 
with  you  and  suggest  that  you  put  them  to  the  witness  [handing 
paner  to  the  chairman]. 

The  Chairman^  This  question  is  sug«:ested:  Do  you  not  know  that 
Prof.  William  Marshall,  formerly  head  of  the  mathematical  depart- 
ment of  De  Pauw  University,  has  been  selected  by  the  United  State? 
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Food  Administration  as  comptroller  of  the  International  Sugar 
Committee  ?   Do  you  know  about  that ! 

Mr.  Spreckels.  I  am  so  informed. 

The  Chairman.  The  second  question  is :  Are  you  aware  that  the 
International  Suffar  Committee  has  adopted  the  following  resolu- 
tioh  in  regard  to  his  appointment '  [reading]  ? — 

Resolved,  That  Mr.  William  Marshall,  controller  and  chief  statistician,  be 
authorized  to  employ  snch  clerical  and  statistical  assistants  and  purchrse  sncb 
supplies  and  equipment  as  he  may  find  necessary,  the  salaries  of  such  employees, 
however,  to  be  subject  to  the  approval  of  the  committee. 

Mr.  Spreckels.  I  am  not  a  member  of  the  International  commit- 
tee, and  I  knoY  nothing  of  their  records  or  of  their  resolutions. 

The  Chairman.  In  order  to  save  repeating  it  hereafter,  Mr.  Free- 
man states,  as  an  attorney,  that  that  is  the  form  of  the  resolution. 
Just  let  it  go  in  as  an  admitted  fact,  with  the  right  to  rebut  it  if  it 
is  not  correct.    ' 

Here  is  another  question:  Were  you  not  consulted  by  Mr.  Babst 
in  regard  to  the  appointment  of  Mr.  Henry  O.  Mott  as  buyer  for  the 
International  Sugar  Committee,  and  did  you  not  say  to  Mr.  Babst 
that  this  appointment  was  satisfactory  or  agreeable  to  you? 

Mr.  Spreckels.  Yes,  and  no.  I  will  answer  both  ways.  1  was 
very  anxious  to  get  the  machinery  of  the  Food  Administration  to 
work  after  we  had  entered  the  contract  with  the  Food  Administrator 
One  day  Mr.  Babst  told  me  that  they  were  doing  everything  they 
could,  and  that  he  thought  of  taking  with  him  some  of  his  men  to 
help  him  out  as  an  accommodation.  When  I  learned  that  they  had 
taken  everybody  from  the  American  Sugar  Refining  Co.,  from  the 
watchman  and  doorkeeper  and  stenogitiphers  to  the  secretaries  and 
the  buyers,  including  Mr.  Mott  of  the  American  Sugar  Refining  Co. 
at  a  salary  of  $20,000  per  annum,  I  strenuously  objected  to  it. 

Senator  Ken  yon.  That  was  Mr.  Mott's  salary,  $20,000? 

Mr.  Spreckels.  Yes. 

The  Chairman.  The  next  question  is :  Did  not  the  Federal  Sugar 
Refiining  Co.  sign  a  letter  dated  August  21,  1917,  addressed  ]to  the 
Congress  of  the  United  States,  relating  to  the  action  of  the  Senate 
Finance  Committee  in  recommending  the  repeal  of  the  drawback 
containing  the  following  statement : 

The  threatened  action  has  already  so  disturbed  the  world's  sugar  market  us 
to  have  Increased  the  price  of  Cuban  raws  almost  the  equivalent  of  the  l\ 
differential,  and  so  largely  contributed  to  a  corresponding  rise  In  the  price  of 
refined  sugar  for  domestic  consumers.  In  other  words,  the  increase  now 
amounts  to  over  $7,000,000  monthly  to  domestic  consumers. 

More  serious  still,  the  threatened  action  of  cutting  off  the  United  States 
refined  from  export  has  caused  such  heavy  and  persistent  buying  of  raws  Id 
Cuba  by  foreign  countries  as  to  create  temporarily  a  new  and  troublesome  situa- 
tion for  the  United  States.  The  action  of  the  Senate  committee  was  given  an 
unexpected  interpretation  in  foreign  countries,  resulting  in  a  rush  of  buying 
in  Cuba.  European  buyers,  having  notice  of  an  Increase  in  the  price  of  refined 
sugar  for  export  from  the  United  States  of  1  cent  duty  and  one-half  cent  excise, 
have  purchased  Immense  quantities  of  raw  sugar  in  Cuba  for  direct  consumption 
or  for  refining  outside  of  this  country.  This  increased  purchase  of  Cuban  raws 
Is  exactly  equal  to  the  decrease  In  refined  sugar  to  be  exported  from  this 
country  In  1917,  as  against  actual  exports  of  1916. 

No  better  Illustration  could  be  given  of  the  delicacy  of  the  world  sltuHtloii. 
It  must  be  handled  with  corresponding  delicacy  or  Fnltefl  States  consumers  will 
pay  dearly. 
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you  write  that! 
liTir,  Sfreckels.  That  was  the  general  letter,  and  in  substance  I 
tiiiixk  it  is  about  correct.    I  do  not  know  that  I  signed  this  particular  . 
letter*.    The  phraseology  I  do  not  recall,  but  I  did  what  other  re- 
did, appealed  to  Congress  not  to  abrogate  the  drawback. 
The  Chaibman.  Was  it  abrogated? 
""   .  Spreckels.  It  was  not. 

Chairman.  Senator  Jones,  did  you  have  another  question? 
Senator  Jones.  Tliere  have  just  been  handed  to  me  some  circulars 
purporting  to  have  been  issued  by  the  Federal  Sugar  Refining  Co,, 
regarding  the  state  of  the  sumr  market  on  July  2,  July  80«  August  6, 
Ang^ust  16,  August  31,  and  October  24,  1917.  I  should  like  to  have 
the  ^w^itness  look  at  those  and  state  whether  or  not  they  were  issued 
V>y  Authority  of  the  company  of  which  he  was  president. 

A£ir.  Sfreckels.  These  statements  are  made  by  Mr.  Lowry,  who  • 
^dits  these.    Mr.  Lowry  is  here,  and  I  would  like  verjr  much  if  you 
would  put  him  on  the  stand,  and  he  will  explain  anything  you  want. 
Senator  Jones.  I  just  wanted  to  know  whether  they  were  issued 
by  the  company  of  which  you  are  president? 
Mr.  Sfreckels.  Yes;  they  have  my  sanctix)n. 
Senator  Jones.  Then  I  will  put  these  in  evidence. 
The  Chairacan.  I  suggest,  Senator,  that  ]^ou  look  them  over  and 
«ee  if  there  is  anything  ebe  that  ought  to  go  in  besides  those  portions 
marked. 

Senator  Jones.  Very  well,  I  will  do  it. 

The  Chairman.  We  will  consider  them  all  in,  and  we  will  print 
such  portions  as  the  committee  thinks  pertinent. 

Senator  Jones  (after  further  examining  papers).    Put  it  all  in. 
(The  circulars  referred  to  are  here  printed  in  fiJl  in  the  record,  as 
follows:) 

ExHnsiT  No.  20. 
( Federal  Sugar  Refining  Co.,  Smith  ft  Sclilpper,  agents,  91  Wall  Street,  New  York.] 
i  SUGAR  MABK£T  BEVIEW. 

New  York,  July  2,  J9n. 

Rate  9ugar. — We  have  had  a  Btron?  and  advancing  market  since  our  last  re- 
view.   Sellers  who,  as  previously  pointed  out,  have  had  the  situation  pretty 
much  in  their  own  hands,  have  been  able  to  take  advantaRe  of  the  combined 
buying  of  raw  and  refined  sugar  for  both  foreign  and  domestic  account  to  ad- 
vance prices.    Saturday  was  a  holiday,  but  on  Friday  Cubas  from  ptore  and 
for  July-August,  sold  at  5^  cents,  cost  and  freight,  the  equivalent  of  0.52  ceiits 
<luty  paid  for  96*  centrifugals,  and  4,700  tons  full  duty  paying  sugars,  San 
r)omingos,  Perus,  and  Venezuelas  sold  at  5i  cents,  cost  nnd  frelglit.     To-day 
further  business  was  done  at  5i  cents,  cost  and  freight,  as  follows: 

Thirty-flve  thousand  bags  Cubas,  at  5i  cents,  July  shipment,  to  Fetlerni  feugar 
R<*finlng  Co.  «ant»i\T 

Thirteen  thousand  bacs  Cubas.  5i  cents,  August  clearance,  to  Feilerai  ?^u^;u 
Uefinlng  Co.  ,      ^^ 

Ten  thousand  bags  Cubns,  at  5?  cents,  July  shipment,  to  New  Oriearit..        ^^^ 
There  are  further  buyers  of  Cubas  for  shipment  to  New   Orlen^»    *^^  ^^^^ 
price,  and  it  is  generally  believefl  a  rather  larger  quantity  was  ®^**^^^^5^  V>as\B. 
<^loae  there  are  some  sugars  in  the  early  July  positions  olTeroil  on        ^OO  toaa 
Confirmation  is  obtained  of  a  purchase  for  European   account  ^^-*:,-J-uer  \>\\Y- 
Cubng,  for  July-August  loading,  at  5  cents  f.  o.  b.  Cubn.     ^Vltll  a  /^^^^^i^  f  reWiVil 
Inp  Inquiry  ot  tliia  figure,  which  is  about  equivalent  to  5i  cents  cost  *    ^  sUTptVsr 
N>w  York,  that  sellers  should  show  confidence  in  their  position  is^  j,.otl  avail- 
ing. The  simple  fact  is  that  Cuba  is  getting  to  the^end  of  tier  crop* 
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able  unsold  supplies  are  steadily  dlrnlnlshing.  On  the  other  hand  there  is  nu 
slackening  in  the  demand.  Refiners  in  tlie  United  States  are  having  a  gooO 
distribution  of  refined  sugar,  and  there  is  no  prospect  of  any  let-up.  Invisil)lf 
stocks  In  the  hands  of  the  distributing  trade  tliroughout  the  country  are  com- 
paratively small.  Consumption  is  increasing  with  seasonable  weather,  and 
prospects  favor  a  ratlier  more  than  normal  demand  for  preserving  purposes. 
Europe  Is,  of  course,  being  more  conservative  in  Its  use  of  sugar,  but  destnio- 
tion  of  stocks  in  transit,  as  a  result  of  submarine  attacks,  must  be  replaceil  by 
new  purchases,  and  the  combined  buying  brings  us  to  rather  an  acute  situation, 
which  will  be  difiicult  to  work  out.  and  makes  market  forecasting  almost  im- 
possible. While  we  can  form  some  Idea  as  to  what  our  requirements  will  lie. 
no  one  can  tell  how  much  raw  sugar  and  American  granulated  will  l>e  heeded 
to  fill  Europe's  wants  now  that  Importation  from  Java  Is  so  difldcult.  Since 
January  1,  according  to  Wlllett  &  Gray's  figures,  refiners  at  the  Atlantic  ports 
nxelteil  1.52,000  tons  less  than  last  year,  and  for  the  same  period  they  have  ex- 
pointed  169,000  tons  less,  so  that  about  17,000  tons  more  have  gone  to  the 
domestic  trade  than  last  year.  In  New  Orleans  meltings  are  34.000  tons  morf 
and  exports  13,000  tons  less  than  In  1916.  At  the  Atbintlc  ports  refiners'  st<M*k-^ 
at  11,000  tons  are  81,000  tons  less  than  on  June  27,  1910,  while  refiners'  stocks 
in  round  figures  are  140,000  tpns  more. 
Cuba. — Our  ageut  in  Habana,  Mr.  H.  A.  Himely,  cables  us  as  follows : 


1917.RIX 
ports. 


Rebclpts 13,589 

Exports 40,117 

Stock I  523,025 

Centrals  (6  ports) 1  2 


loie 


six  ports. 


14,500 

3^,500 

492,000 

14 


Ootporti 


12,000 

10,000 

1S4,0Q0 


Exports  north  of  Hattcras 

Exports  Now  Orloans. 

Exports  Europe 

Exports  Savannah 


1917 


Tom. 

24,057 

3«,500 

0,502 

7'-^ 

8.272 

4,500 

1,286 



1916 


A  comparison  with  previous  years  gives  the  following : 


Crop. 


1916-17 
1915-ia 
1914-15 
1913-11 


Corrospond- 
ing  wook. 


2,135,937 
2,S57,973 
2,344,773 
2,407,721 


Outtom. 


12,900,000 
3.006,024 

2  5«.RI5 
2  506,567 


1  Estimatod. 


There  is  no  news  of  special  Interest  from  the  Island,  which  is  natural  at  this 
season  of  the  year.  With  few  mills  at  work,  the  weekly  receipts  exceed  those 
of  the  corresponding  week  in  1916,  so  that  gradually  we  are  catching  up»  but 
whether  or  uot  hist  year*s  total  will  finally  be  reached  still  remains  a  matter  of 
conjecture.  Uains  are  quite  general,  and  as  a  result  yields  are  decreasing,  but 
prices  are  very  profitable  and  grinding  Is  proceeillng  wherever  It  is  possible. 

Europe, — The  British  commission  has  appeared  as  a  buyer  of  both  raw  and 
refined  sugar,  and  other  countries  have  also  participated  in  the  exiwrt  business 
that  has  been  done.  For  export  the  asking  price  on  granulated  is  uow  1.2^ 
cents  for  August  shipment. 
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Domestic  6ccJ«.— Word  has  just  been  received  to  the  effect  that  Colorado 
factories  have  advanced  their  price  to  7.00  cents. 

Refined  sugar.—There  has  been  no  change  In  market  quotations  since  our  last 
review.  The  Federal  Sugar  Honing  Co.  and  Warner  Sugar  Refining  Co.  quote 
8  cents,  shipment  in  turn ;  Arbuckle  Bros,  and  B.  H.  Hrtwell.  Son  &  Co.  ai^  with- 
drawn entirely  from  the  market  and  the  American  Sugar  Keflning  Co.  quote 
7.50  cents,  but  at  this  price  are  selling  only  in  small  lots.  All  refiners  are  over- 
sold and  delays  in  slilpmeut  run  from  two  to  three  weeks. 
Yours,  very  truly. 

Smith  &  Schippeb. 
I^'kank  C.  Lowby. 


Exhibit  No.  30. 
f  Kederal  Bogar  neflning  Co.,  Smith  &  Schlpper  agents.  01  Wall  Street,  New  York.) 

8U0AB  MABKET  BEVIEW. 

New  Yobk,  July  30,  1917. 

Raw  sugar, — A  higher  market  was  established  on  Friday,  when,  after  33,000 
bags  Cubas  for  first  half  August  and  August  shipment  sold  at  5.15-10  cents 
and  10,000  bags  Cubas  from  store  at  6.95  cents,  a  sale  was  made  of  5,000  bags 
Cubas,  first  half  August  shipment,  at  0  cents  c.  i.  f.,  the  equivalent  of  7.02  cents, 
duty  paid,  for  90"  centrifugals.  The  market  closes  strong  to-day  and  the 
sugars  that  were  offering  at  C  cents  have  been  cleaned  up  by  tlie  following 
!«ales : 

22,500  bags  Cnbas,  first  iinlf  August  shipment,  to  Arbuckle  Bros,  at  C  cents 
c.  &  f  . 

30.000-50,000  bags  Cubas,  August  shipment,  to  American  Sugar  Keflning  Co., 
at  G  cents  c.  &  f. 

20.000  bags  Porto  Ricos,  at  7.02  cents  c.  i.  f.,  August  shipment,  to  American 
Susar  Hofining  Co. 

There  is  a  confident  undertone  to  the  market,  just  as  there  has  been  recently 
on  each  succeeding  advance.  Underlying  conditions  are  unchanged  and  con- 
tinue to  favor  sellers.  Messrs.  Wlllett  &  Gray  report  stocks  in  the  United 
States  and  Cuba  together  at  807,590  tons,  against  844,810  tons,  a  decrease  of 
37,220  tons.  Total  stocks  in  all  hands  at  the  Atlantic  ports  on  July  25  they 
estimate  at  222,274  tons,  a  further  decrease  of  64,709  tons  from  last  year.  In 
fonsiflerlng  available  supplies  from  now  until  the  1st  of  January  we  must  not 
MverUHjk  the  fact  that  In  other  years  we  have  been  receiving,  mostly  In  the  fall 
months,  in  the  neighborhood  of  120.000  tons  from  the  Philippines.  This  year, 
OS  far  as  we  can  learn,  little  or  none  of  this  sugar  is  now  coming  forward,  the 
difficulty  being  the  matter  of  freights,  just  as  it  has  been  on  Java  sugars  neeileil 
In  Europe.  At  the  jnomeiit  there  appears  to  be  no  way  of  overcoming  this  con- 
dition. At  the  Atlantic  ports  refiners  have  melted  1,637.000  tons  against  1,737,000 
tons  last  year,  so  that  we  are  just  100,000  tons  behind  the  figures  for  1917. 
Inasnmch'ns  exi>orts  of  refined  sugar  to  dote  at  231.355  tons  are  102.989  tons 
\i*9H  than  in  1916  to  the  same  period,  it  is  apparent  that  there  has  been  an  in- 
freased  distribution  to  the  chmiestic  trade.  New  Orleans  shows  a  big  increased 
meltings  by  refiners,  being  estimate<l  by  Wlllett  &  Gray  at  378.000  tons,  against 
290.000  tons  last  year,  while  exports  of  refined  are  only  0.713  tons,  against 
18.367  tons  in  1910. 

Cuba, — Our  agent  In  Habana,  Mr.  H.  A.  HImley.  cables  us  as  follows :     • 


Rccflpts 

Fxports 

Stock 

CeatfBls  grinding 


» Out  portfl. 


1917 


filx 
ports. 


6,055 

47,2«1 

367,  H23 


Out 
ports. 


19,  M8 

.32.077 

146,  S40 

16 


1916 


Six      1      Out 
ports.    1    ports. 

1 

.10,000            8,000 

25.500          13,500 

3fl6,000        141,000 

8    
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1917 


Exports  North  Hatteras f 

Exports  Now  Orloaiu 

Exports  Europe 

ExiMTts  Savannali 


1011 


Tont, 

Ttffiu 

30,^ 

30,000 

4,735 

3,000 

42,27« 

16,000 

1,614 

A  compttrison  with  previous  years  gives  the  following : 


Crop. 


1016-17 
1915-16 
1914-15 
19ia-14 


Cen- 
trals. 


16 
8 
9 
4 


Received  to 
date  corres- 
ponding 
week. 


2.848,993 
2,917,516 
2,420,109 
2,468,S31 


Oattum. 


12,900,000 
3,006,634 
2, 582,  SIS 
2,596,567 


t  Eitlmated. 


It  will  be  noted  that  for  the  first  time  in  many  months  we  can  give  the  ligurtt< 
for  the  out  ports  as  well  as  the  six  ports.  Generally  speaking,  the  weather  has 
been  favorable. 

Under  date  of  July  23,  Mr.  Himely  writes  as  follows : 

"  Since  our  last  report  the  weather  has  contiuueil  much  the  same,  ralm^  fail 
daily  in  many  places  in  all  sections  of  the  island,  and  the  cane  is  generally  Id 
very  fair  condition,  although  some  localities  would  be  the  better  for  a  heavier 
rainfall,  as  the  weather  was  dry  in  the  early  part  of  the  summer.  There  are 
still  some  15  centrals  in  Oriente  Province  which  have  not  finished  their  crop. 
None  are  grinding  in  any  of  the  other  Provinces.  By  reason  of  the  Interruption 
to  communications  which  prevailed  in  the  two  eastern  Provinces  during  the  late 
insurrection  and  the  demoralization  which  accompanied  it  in  some  quarters  it 
had  been  impossible  for  us  to  obtain  reliable  information  from  all  sources,  »> 
tiiat,  outside  of  the  six  principal  ports,  our  figures  were  incomplete.  We  have 
now  received  the  Information  which  was  lacklnjj  and  are  able  to  give,  in  it> 
proper  place,  the  total  receipts,  exports,  and  stock  of  sugar  in  all  the  ports. 
Some  slight  corrections  may  still  have  to  be  made  in  the  distribution  of  the 
exports  without  altering  the  total  amount  exported. 


Export  firom  Cuba  to— 


Ports  norVi  of  Hatteras il, 214, 463 


New  Orleans 
Galveston 
Savannah 
Canada 


295,332 
28,747 
2,515 


Crop 
1915-16. 


1,462, 7D6 

229, 2» 

26,109 


United  Kingdom. 
France 

Spain. 


Other  European  ports. 

Mexico 

South  America 


562,508 

47,493 

25,513 

6,598 

4,417 


436.301 

109,111 

15.503 

25,294 

147 

n 


Total. 


2,187,581 


2,304,473 


••  We  have  had  an  active  and  advancing  market  during  the  past  week.  The 
improvement  in  the  New  York  market  brought  our  shipping  houses  Into  the 
market  ready  to  pay  an  advance  over  previous  prices,  and  about  112,000  bag> 
have  been  sold  during  the  week,  as  high  as  5.25  cents  f.  «.  b.  having  beon  poi^l 
for  centrifugals  testing  96.30  and  5.23  cents  f.  o.  b.  for  9()  per  cent.  While  the 
merchants  are  not  willing  to  pay  the  latter  price  at  the  close,  holders  are  verj 
firm  in  their  views  and  are  believers  in  a  still  higher  market,  one  argument  la 
favor  of  their  opinion  being  that  It  Is  generally  understood  that  the  greater 
part  of  the  stock  of  sugar  in  tlie  ports  hns  nrendy  beon  sold." 
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tSurope, — ^There  Is  Dothlng  new  from  abroad. 

Domestic  beetn. — Ck)iuUtioii8.  remain  nnchaqged. 

Refined  sugar. — Aa  was  to  be  expected,  prices  liave  shown  an  odvandng 
cendeucy.  Tills  morning  Arbuckle  Bros,  advanced  to  8.50  and  Uie  National  to 
8  list ;  but  so  far  as  selling  is  concerned,  they  are  for  the  present  witlidrnwn. 
The  American  Sugar  Refining  Ck>.  are  nominally  7.90  cents,  but  are  severely 
restricting  sales.  The  Federal  quoted  ^.^  ceuts  for  shipment  as  soon  us  pos- 
dble,  delays  ranging  from  two  to  thrpe  wneks.  The  Warner  Sus^nr  Kefiuhm 
Cj(k  Is  withdrawn  from  the  market 
Yours,  very  truly. 


Smith  \  S<5Uii*pkk 


Pbanx  C.  Lowbt. 


ExmBiT  Xa  81. 

I  Fedenl  Sugar  Reflnlng  Co.,  Smith  &  Scbipper,  agents,  91  Wall  Street.  New  York. ) 

SUGAB  MARKET  REVIEW. 

New  York,  August  J6,  1917, 

Hate  Bugar. — 81nce  our  last  review  we  have  had  a  steady  market,  with  a 
decidedly  better  undertone.  No  sales  were  reported  on  Tuesday,  but  on  Wednes- 
day the  Imperial  Sugar  Co.,  of  Galveston,  Tex.,  bought  10,000  bags  Cubas,  for 
August  loading,  at  6|  cents  f.  o.  b.  Cuba.  This  would  be  equivalent  to,  say,  Of 
cents  cost  and  freight  New  York,  and  Canadian  refiners  bought  6,500  bags  San 
Domingos,  afloat,  at  0^  cents  c.  1.  f.  Today  a  small  hot  of  6,500  bags  Cubas,  for 
prompt  clearance,  sold  to  the  Federal  Sugar  Refining  Co.,  at  6}  cents  cost  and 
freight,  the  equivalent  of  7.39  cents  duty  paid  for  06-degree  centrifugals,  and  at 
this  price  there  are  further  buyers,  with  sellers  holding  out  for  higher  prices, 
and  offering  but  a  limited  quantity  at  6^  cents  cost  and  freight.  Prices  on  the 
exchange  have  been  steady  up  until  a  little  while  before  2  o'clock  to-day,  when 
It  was  announced  that  at  the  suggestion  of  Mr.  Hoover,  trading  here  for  the 
present  be  discontinued.  The  general  opinion  in  the  trade  is  that  this  will  have 
DO  effect  on  actual  values  of  sugar  at  this  time,  and  It  is  pointed  out  that  ex- 
change values  have  recently  been  less  than  those  quoted  in  the  open  market, 
due  to  the  fact  that  comparatively  little  sugars  remain  unsold  in  Cuba,  and  the 
holders  of  this  stock  were  very  firm  in  their  ideas,  atid,  on  the  other  hand, 
values  were  so  high  that  the  exchange  interests  found  little  opportunity  to 
Interest  new  purchasing  for  long  account.  The  figures  for  the  four  ports,  which 
we  give  below,  are  interesting,  and  it  will  be  noted  that  receipts  are  approxi- 
ouitely  80,000  tons  less  than  meltings,  and  if  this  ratio  was  continued,  our  entire 
stock  at  the  United  States  ports  would  be  exhausted  in  five  weeks. 

Figures  for  the  United  States  four  ports  August  14  were : 


1916 


Receipts.., 
Ueltimoi... 
Total  stock 


1917 

1916 

For  week. 

Last  week. 

47,673 

60,000 

176,791 

2A.KS6 

M.000 

147,647 

26,633 

M,(M)0 

966,672 

41,390 

6ft,  000 

824,921 


Cuba, — ^The  situation  in  the  island  seems  to  be  about  the  same  as  heretofore. 
The  strong  statistical  position  of  sugar  is  fully  recognized  by  the  owners  of 
the  unsold  supplies,  and  advices  from  the  island  indicate  that  the  few  remain- 
hig  holders  are  too  firm  in  their  views  to  part  with  their  sugar,  excepting  at 
full  prices.  Complaints  come  from  a  good  many  sections  in  the  eastern  part 
of  Matanxas,  Santa  Clara,  and  Camaguey  Provinces  that  there  has  not  been 
enough  rain  and  that  the  cane  will  suffer.  The  rainfall,  as  It  always  Is,  has  been 
very  Irregular,  and  in  some  instances,  which  may  be  more  or  less  Isolated, 
oolonos  have  estimated  that  the  dry  weather  will  cause  a  shortage  in  their 
district  of  40  per  cent.  Nevertheless,  there  are  well-informed  people  who  feel 
that  the  dry  weather  recently  experienced  will  cause  some  shortage  in  next 
yenr*8  crop.  On  the  other  hand,  the  revolution  that  decreased  the  present  crop 
several  hundred  thousand  tons  is  not  to  be  expected  next  year.  Estimates  of 
onsold  sugar  at  the  Cuban  ports  for  the  enrly  part  of  Aiicust  arp  In  tho  nelcrh- 
borhood  of  75,000  tons.  To  this,  of  course,  must  be  added  the  Island's  r(M*pIptf> 
from  that  time  to  the  balance  of  the  crop,  whlrh  may  run  100.000  tons. 
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Europe. — We  are  without  any  odvlces  from  abroad  of  special  interest 

Domestic  beets. — ^Tliere  lins  been  no  change  In  the  situation. 

Refined  sugar, — ^All  prices  and  market  conditions  remnin  unchani*ed,  and  the 
different  refiners  are  three  weelcs  or  more  oversold.  For  the  roost  part  the 
trade  have  about  three  weeks'  supply  on  the  average,  by  which  it  will  be  seen 
that  September  wants  are  not  covered,  and  while  it  is  more  or  less  "  spotty," 
there  Is  a  good,  steady  buying  inquiry.    * 

Food  control, — The  food-control  bill  has  become  a  law,  and  the  announcement 
conies  from  Washington  that  Mr.  Herbert  Hoover  has  been  appointed  food 
controller,  and  that  on  sugar  he  will  have  associnte<l  with  him  Mr.  George  M. 
Rolph,  formerly  the  general  manager  of  the  California  &  Hawaiian  Sugar 
Refining  CJo.,  of  San  Francisco,  a  refinery  operated  by  the  Hawaiian  planters. 
No  announcement  of  policy  has  as  yet  been  made,  and  the  fact  that  the  bill  does 
not  give  authority  to  buy  and  sell  sugar,  as  was  done  with  wheat,  is  a  disap- 
pointment to  some,  leading  to  the  belief  that  It  will  be  more  difUcuIt  to  exercise 
a  proper  control  over  sugar.  Effort  will  probably  be  made  to  overcome  any 
defect  of  this  kind  through  the  licensing  feature.  The  refining  interests  will  be 
In  Washington  to-morrow  to  confer  with  the  Council  of  National  Defense  with 
regard  to  the  purchnse  of  supplies  for  the  Army  and  Navy. 
Yours,  very  truly. 

Smith  &  Schippeb. 

Fkank  C.  Lowby. 

tLxHiarr  No.  32. 
(Federal  Sugar  Refining  Co.,  Smith  &  Schlppcr,  agents,  01  Wall  Street,  New  York.) 

SUGAB  MABKET  REVIEW. 

New  York,  August  SI,  1911. 

Raw  sugar, — We  have  had  a  steady  but  hesitating  market  since  our  last 
review.  On  Tuesday  the  American  Sugar  Refining  Co.  bought  1,500  bags  Porto 
Rlcos  for  prompt  shipment,  at  7.02  cents  delivered,  and  on  Wednesday  they 
bought  22,000  bags  Cuba,  for  prompt  and  first  half  Sentember  shipment,  at 
0  cents,  cost  and  freight,  the  equivalent  of  7.02  cents  delivered;  and  8.000  bngs 
Porto  Rlcos  for  first  half  September  shipment  at  the  same  equivalent.  Cana- 
dian refiners  paid  C  cents  c.  1.  f.  New  York  for  3,000  bags  San  Domlngtis, 
Since  then  no  business  has  been  reported.  Yesterday  being  farewell  day  to  the 
New  York  troops,  was  to  a  great  extent  a  holiday  In  the  trade,  the  Federal 
Sugar  Refining  Co.'s  offices  being  entirely  closed.  To-day  there  Is  a  waiting 
tone  to  the  market.  Refiners  who  are  In  need  of  near-by  sugar  would  pay  last 
prices  and  possibly  some  premium,  but  none  are  available.  No  buying  Interest 
is  shown  in  distant  sugar.  On  the  other  hand,  sellers  are  quite  indifferent 
and  either  offer  modenuely,  at  C  cents,  cost  and  freight  or  not  nt  all,  which 
further  confirms  what  was  already  known,  viz,  that  there  will  be  very  little 
sugar  to  come  from  Cuba  that  is  now  unsold. 

liasetl  on  supply  and  <lenuin(l,  the  situation  will  certainly  be  an  interest- 
ing one  to  work  out.  With  stocks  at  the  United  States  four  ports  reduced 
to  119,000  tons,  with  possibly  80,000  tons  afloat,  gives  a  total  of  109,000  tons. 
Cuban  stocks.  In  round  tls:ures,  are  300,000  tons,  of  which  Mr.  Hlmely  esti- 
niatos  four-tlfths,  or  24(MXK)  tons,  are  sold  to  Europe  and  the  United  States. 
If  Europe  Is  to  get  140,000  tons,  this  would  leave  roughly  100,000  tons  for  the 
Unite<l  States.  To  this  we  must  add  perhaps  80,000  tons  that  Is  to  be  ma<le 
which  of  course  assumes  that  the  United  States  will  get  all  of  this,  maklug 
a  total  of  240.000  tons  still  available  from  Cuba.  This,  addecl  to  the  st<x»ks 
spot  and  afloat,  gives  us  roughly  440,000  tons.  Odds  and  ends  from  Porto 
Uico,  Hawaii,  and  elsewhere  may  amount  to  anotlier  40,000  tons,  making  a 
total  of  480,000  tons.  Allowing  average  njeltings  at  the  four  ports  of  only 
r>0,000  tons,  this  gives  us  but  little  over  nine  weeks*  supply  of  sugar.  The 
only  other  supplies  of  cane  sugar  available  between  now  and  the  1st  of 
January  will  be  the  supply  from  Ixmlslana.  These  figures  may  not  be  exact 
but  they  aie  approximately  correct,  and  for  once  It  looks  as  though  we  may 
have  reache<l  the  often  talked-of  but  never  yet  reallze<l  point  where  cane 
supplies  would  be  exhausted.  A  further  cutting  down  of  meltings  would 
of  course  make  the  stock  last  longer,  but  can  the  trade  be  supplied  with  any 
re<luction  In  meltings,  especially  in  view  of  the  Increased  amount  of  preserving 
anticipated  for  September  and  October? 
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NuTwithstandlnK  tlie  increased  distribution  of  sugar  for  the  first  six  months 
•)f  the  year,  the  distributors,  wholesale  and  retail,  do  not  seem  to  have  much 
>ngar  on  hand  at  the  present  time,  so  that  if  there  is  any  accumulation  of 
stock  ft  Is  wltJi  the  consumer.  To  what  extent  these  Invisible  supplies  will 
'-nrry  us  over  this  period  of  stringency  remains  to  be  seen  and  Is  impossible 
now  to  estimate.  Certainly  with  such  a  situation  confronting  us,  it  Is  to  be 
hofK'd  that  nothing  will  happen  to  delay  the  harvesting  of  the  beet  crop  and 
rhat  sufficient  cars  will  be  available  to  move  these  sugars  over  an  extended 
Territory  as  fjist  as  produced. 

Figures  for  the  United  States  four  ports  August  29  were: 


Receipts... 
Meltinsa... 
Total  stock 


1917 

1916 

For 
week. 

Last 
week. 

36,267 

63.000 

119.354 

45.440 

57.000 

136,087 

34.632 

93,000 

250,808 

1915 


35.54S 

57.000 

281.680 


Cuba. — There  is  nothing  new  in  the  situation  from  the  island.  What  price 
sellers  will  decide  to  accept  for  the  few  remaining  unsold  stocks  in  the  island 
remains  to  be  seen.  Although  oil  these  stocks  are  needed,  refiners  are  certainly 
in  no  mood  to  pay  a  full  price  for  same. 

Europe, — ^There  is  nothing  new  to  report. 

Domestic  beets. — The  situation  remains  unchanged. 

Refined  sugar. — All  prices  remain  unchanged.  The  expectation  of  lower 
prices  later  on  has  resulted  in  a  complete  cessation  of  buying  on  the  part  of 
both  the  retail  and  Jobbing  trade.  These  Interests  are  now  engaged  in  reduc- 
ing their  stocks  to  an  absolute  minimum.  Consumption  is  still  i<oing  on,  and 
with  the  disposition  to  preserve  extensively,  there  is  no  reason  to  expect  any 
falling  off  for  at  least  the  next  six  weeks,  so  with  the  trade  going  out  of  stocks 
at  this  time  It  is  possible  that  during  the  latter  part  of  September  or  the  first 
part  of  October  there  may  be  a  short  period  when  it  will  be  difficult  to  obtnia 
the  necessary  supply  of  sugar  when  needed.  All  this,  however,  is  vei*y  proble- 
matical, and  it  is  an  old  axiom  in  the  trade  that  when  buyers  begin  to  scrape 
the  bottoms  of  the  barrels  before  making  further  purchases,  they  are  able  to 
«tay  out  of  the  market  for  a  longer  time  than  theoretically  seems  possible. 

Food  control. — Refiners  will  be  in  Washington  next  Wednesday  to  confer  with 
Mr.  Hoover  and  Mr.  Rolph  with  regard  to  the  sugar  situation.  Meantime  a 
var  enaergency  food  survey  is  being  taken  by  the  Department  of  Agriculture, 
which,  when  completed,  will  show  exactly  the  amount  of  sugar  in  the  country 
on  Auiirust  31.  This  information  will,  of  course,  be  very  helpful  to  the  Food 
Administration,  which  Is  endeavoring  to  carry  us  through  the  period  of  strin- 
gency this  fall  and  prevent  excessive  prices.  It  would  now  seem  that  1918  will 
be  an  easier  year  to  regulate,  as  with  the  increased  output  of  sugar  in  Cuba 
and  other  producing  countries,  and  a  reserve  stock  accumulating  in  Java, 
Philippines,  and  Formosa,  which  can  be  moved  as  soon  as  ships  are  available, 
the  problem  should  be  greatly  simplified.  However,  It  w^ill  be  time  enough  to 
talk  about  this  later  on,  and  meanwhile  there  Iff  ample  to  occupy  our  attention 
In  the  present  position. 
Yours,  very  truly. 

Smith  &  Schifpeh. 

PRMfK  C.  TiOWBT. 


GxuiBiT  No.  33. 
r  Federal  Sugar  fieflnlng  Co.,  Smith  ft  Schipper,  agentB,  91  Wall  Street,  New  Tork.1 

SUGAR  MAHKRT  RBVIEW. 

New  York,  October  2|,  J917. 

ttato  sugar — There  is  very  little  to  .say  about  our  situation  here.  The 
upgar  conunisslon  is  willing  to  continue  purchasing  Cubas  on  the  basis  of  Of 
cents  cost  and  freight,  the  equivalent  of  the  prevailing  spot  quotation  of  0.00 
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cents  duty  paid,  but  the  holders  of  any  unsold  stocks  are  reluctant  to  part  witb 
them  at  this  figure.  It  is  only  occasionally  a  lot  comes  out,  and  if  any  business 
has  been  done  recently,  it  is  not  reported.  In  view  of  the  way  the  statlstlca] 
position  has  worked  out  based  on  supply  and  demand,  it  Is  Interesting;  to  refer 
back  to  our  reports  of  tiie  latter  part  of  August  and  early  September,  in  which 
It  was  pointed  out  that  apparently  supplies  of  cane  sugar  would  last  until  the 
first  part  of  November.  As  to  the  present  situation,  the  figures  which  we  print 
below  of  supplies  in  Cuba  and  the  United  States  speak  for  themselves: 

FIGUKES  FOK  THE  UNITED  STATES  FOUB  POBTS  OCTOBEB  24. 

Messrs.  Willett  &  Gray  have  not  yet  published  their  figures  for  the  four  ports, 
but  the  figures  for  the  week  are : 

Tons. 

Receipts 12, 710 

Meltings •_ 25. 000 

Stock 44, 210 

Cuba. — Our  agent  In  Havana,  Mr.  H.  A.  Himely,  cables  us  as  follows : 


Receipts 

Exports 

Stock 

Centrals  grliMilnc 


1917 


She  ports. 


300 

7.000 

28,174 

1 


Outports. 


1,874 

9.506 

24,584 


1910 


Six  ports. 


1.500 

24.500 

148,500 


Outports. 


ll.SOO 
44,500 


I 


Exports  north  Hatteras . 

Exports  Europe 

S«|wrts  Canada 

Exports  Mexloo 

Kow  Orleans 


Tcm, 

6,378 

7,817 

2,143 

174 


1916 


Tont, 
29,500 
3,000 


3,500 


A  comparison  with  previous  years  gives  the  following 

Receipts  to  date. 


Crop. 

Contrals. 

Correspond- 
ing week. 

Onttom. 

191&-17 

1 

2,993,022 
2,977,043 
2,537,310 
2;  552, 413 

12.900,000 

191&-10 

8.006,684 

1914-15 

1 

2,SH2,H45 

1913-14 

2)506,567 

>  Estimated. 


Mr.  Himely  writes  as  follows,  under  date  of  October  15 : 

**  The  weather  during  the  past  week  has  been  similar  to  that  of  the  previous 
week,  very  favorable  for  the  cane,  which  continues  to  show  up  in  good  form 
all  over  the  island.  The  temperature  remains  rather  high,  and  now  tliat  the 
ground  is  well  saturated  with  water  we  would  like  some  cooler  weather  from 
now  on  so  that  the  cane  might  go  on  maturing  and  gaining  in  sucrose  at  the 
same  time  that  it  increases  in  tonnage.  The  labor  question  is  regarded  as  a 
serious  one  this  year,  with  more  cane  to  harvest  and  a  great  scarcity  of  laborers. 
The  usual  flow  of  immigration  of  other  years  will  result  very  much  smaller 
for  this  crop  owing  to  the  present  conditions  of  the  war.  This  will  mean  higher 
wages  than  now  being  paid  and  consequently  a  further  increase  in  the  cost  of 
production.  The  dullness  of  the  market  during  the  week  has  reachetl  a  point 
where  not  a  single  sale  of  sugar  has  been  reported  from  any  of  the  six  principal 
ports.  Holders  of  the  few  lots  of  sugar  that  still  remain  in  first  hands  will  not 
sell,  preferring  to  wnlt  an  improvement  In  the  New  York  market." 
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Europe. — No  definite  action  has  as  yet  been  taken  by  the  Foo<l  Administra* 
tlon  in  Washington  with  regard  to  possibly  12,000  tons  to  15.000  tons  granulated 
Bugur  which  refiners  have  under  contract  with  neutrals,  except  that  shipment  of 
same  is  prohibited.  At  one  time  it  was  thought  that  this  sugar  would  be  sold 
to  tlie  British  commission  for  shipment  to  France,  where  it  is  understood  sup- 
plies are  very  badly  needed,  but  nothing  has  been  concluded  and  the  sugar  is 
still  lield  in  New  York  for  account  of  the  owners.  In  view  of  the  present 
stringency  it  is  naturally  desirable  that  something  should  be  done  at  an  early 
date,  so  that  it  will  be  known  definitely  that  this  sugar  is  to  go  abroad  or 
have  it  released  for  sale  to  the  domestic  trade.  At  present  it  is  tied  up  and 
is  doing  no  one  any  good. 

One  of  our  correspondents  abroad  writes  us,  under  date  of  September  17,  as 
follows : 

'*Javas  are  still  firm,  although  it  has  been  stated  lately  that  freights  are 
easier.  Some  of  the  factories  have  finished  grinding,  which  is  very  early,  but 
tlie  crop  is  expected  to  reach  the  large  total  of  1,800,000  tons.  Shippers  to 
India  are  in  a  better  case,  as  it  is  reiK)rted  that  five  Dutch  steamers  have  been 
put  on  for  British  India,  and  the  shipments  of  August  and  September  to  Bombay 
and  Karachi,  and  in  a  smaller  degree  to  Calcutta,  will  now  be  possible  against 
outstanding  contracts. 

'*  There  is  nothing  offering  in  near  positions  to  Bombay  and  Karachi  and 
business  to  Calcutta  is  only  possible  here  and  there  by  giving  orders  to  cable. 
We  have  just  recently  bought  800  tons  whites  in  this  way,  October-November 
xbipment,  c.  f.  Calcutta,  at  238.  6d. 

"The  problem  remains  unsolved  as  to  the  difficulty  of  shipping  and  the 
storing  of  the  large  quantity  of  sugar  which  is  now  being  made.  Some  say  it 
can  be  stored  and  others  say  it  can  not. 

"We  have  not  heard  of  any  further  buying  by  the  Government,  but  any 
business  done  is  not  generally  made  known. 

"Of  the  200,000  tons  of  Mauritius  bought  by  the  royal  commission  some 
time  ago  we  hear  that  50,000  tons  have  been  diverted  to  Bombay  for  exchange 
purposes. 

"Brown  Javas,  January-March  shipment,  are  offering  at  20s.  T^d.  basis 
c  f.  Calcutta,  but  these  are  too  far  forward  to  interest  buyers  at  present." 

Domestic  beets, — Are  in  scant  supply,  because  of  the  extensive  territory  which 
they  are  trying  to  cover  and  delays  in  transportation.  Apparently  eveiT thing 
possible  is  being  done  to  expedite  the  movement  of  these  sugars,  but  it  is 
hardly  likely  that  the  scarcity  of  supplies  will  be  relieved  so  far  as  the  eastern 
markets  are  concerned  for  the  next  six  weeks. 

Refined  sugar, — ^The  refined  sugar  situation  becomes  daily  more  acute.  Re- 
finers for  the  most  part  are  out  of  business,  having  sold  out  the  stocks  which 
they  own.  The  American  Sugar  Refining  Co.  yesterday  made  an  announcement 
that  for  tiie  present  no  further  sales  of  bulk  sugar  could  be  made  to  the 
grocery  trade,  and  the  business  would  have  to  be  confined  to  package  sugar. 
The  newspaper  reports  have  impressed  upon  consumers  the  fact  that  there  is  a 
real  scarcity  of  sugar,  and  frantic  efforts  are  being  made  to  obtain  supplies, 
but,  so  far  as  we  can  see,  there  is  no  relief  in  sight,  and  it  is  clear  that  during 
the  next  month  to  six  weeks  many  will  find  it  Impossible  to  secure  their  usual 
allowance.  This  in  iti^elf  will  probably  do  no  harm  and  will  have  the  effect  of 
Impressing  upon  the  people  the  necessity  of  conserving  their  foml  products  as 
Indicated  by  the  repeated  warnings  of  Mr.  Hoover's  administration,  so  that  in 
the  long  run  the  present  forced  curtailment  may  be  beneficial. 

Food  administration, — Sir  Joseph  White-Todd  and  Mr.  John  V.  Drake,  the 
English  members  of  the  international  sugar  committee,  have  arrived,  and 
both  the  international  and  refiners*  committee  will  now  proceed  to  actively 
carry  out  their  respective  duties.  With  regard  to  distributing  sugar  the 
Food  Adminlstntion  yesterday  sent  the  following  telegram  to  refiners: 

"  Referring  to  my  wire  eighteenth.  Now,  consider  ndvisahle  discontinue 
selling  entirely  to  confectioners,  gum,  sirup,  and  cordial  manufacturers  and 
other  manufacturers  similar  products.  They  will  all  probnbly  l>e  licensed 
shortly  and  their  business  reduce<l  to  a  minimum.  Will  try  to  get  relief  car 
shortage." 

Interests  representing  the  Louisiana  planters  have  been  In  conference  with 
the  food  administration  In  Washington  for  the  past  two  days,  but  no  announce- 
ment of  results  has  been  made.  It  Is  understood  that  the  food  administration's 
ideas  that  Louisiana  sugars  should  be  sold  on  the  basis  of  5.80  cents  for  96* 
test,  HO  as  to  pei*mit  the  sale  of  granulate<l  at  7.25  cents  per  pound  is  not  wel- 
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coined  by  the  Louisiana  planters,  who  feel  that  they  should  secure  a  higher 
price,  and  point  out  that  if  this  is  to  be  the  basis  for  96*  test,  it  would  pay 
them  better  to  manufacture  as  much  clarlfle<l  sugar  as  possible.  Recently 
i'larlfletls  have  been  sold  at  7.50  to  7.75  cents  per  pound. 

Army  and  Nary  supplies. — In  accordance  with  arrangements  made  In  Wash- 
ington some  time  ago,  the  various  refineries  have  been  supplying  the  Army 
and  Navy  with  sugar,  and  the  activity  of  the  department  is  sliown  by  the  fact 
that  total  purchases  now  equal  37,444.200  pounds,  which  has  been  furnished.  a« 

follows  : 

Pounds. 

American  Sugar  Keflning  Co 200,000 

National  Sugar  Refining  Co 4,181.500 

Arbuckle  Bros 350,300 

Federal  Sugar  Refining  Co 2,885,000 

Warner  Sugar  Refining  Co 1.730,aiO 

Revere  Sugar  Refinery 300.000 

Pennsylvania  Sugnr  Refining  Co 2,332,800 

W.  J.  McCahan  Sugar  Refining  Co 1,862.000 

Colonial  Sugars  Co 3,455,000 

Wm.  Henderson   200.000 

Savannah  Sugar  Refining  Corporation 3,400,000 

20, 897. 2O0 

Pacific  coast  beet-sugar  companies 15,480,000 

Prom  dealers ^ 1,100,000 

Total   87, 477,200 

The  rather  large  figures  for  some  of  the  smaller  refineries  is  explained  hj 
the  fact  that  during  Septemt>er  when  th^  had  comparatively  little  domestir 
business  on  their  boolcs,  this  Government  business  was  welcomed  by  tbem. 
Yours,  vei*y  truly, 

Smith  &  Schiffkb. 

Pbank  C.  Lowry. 

The  Chairman.  I  hand  you  a  telegram  here,  dated  December  13, 
1917,  and  I  will  ask  you  if  that  is  a  telegram  that  you  received  froro 
your  agent? 

Mr.  Spreckels.  It  is  a  telegram  sent  by  Pierre  J.  Smith,  connected 
with  my  company. 

The  Chairman.  And  is  this  paper  of  December  13  your  reply  to 
that  telegram  [handing  witness  paper]  ? 

Mr.  Spreckels.  Yes;  I  replied  to  them  from  here.  Thev  called 
me  up  on  the  phone  and  asked  what  reply  they  should  make  to  it 
on  Friday,  and  I  told  Mr.  Smith  that  I  would  make  the  reply  direct 
from  here. 

Senator  Vardaman.  Will  you  read  that  telegram? 

The  Chairman.  I  do  not  know  how  pertinent  this  is ;  it  has  jest 
been  handed  to  me.    The  telegram  is  as  follows  [reading] : 

RXHIBIT   No.    34. 

Deckmrrr  13,   1917. 

Mr.  C.   A.   SPBECKEL8 

(Care  of  Senator  Jumes  D.  Phelun), 

United  States  Senate,  Washington,  D,  C. 
Just  received  following  letter  from  International  Sugar  Committee: 
"  It  has  now  been  suggested  hy  a  number  of  refiners  that  Philippine  sugars 
be  purchased  by  the  International  Sugar  Committee  for  mutual  account,  and 
therefore  I  am  Inclosing  n  form  of  letter  which  It  Is  desired  that  you  sign  and 
return  to  this  committee. 

*'( Signed)  Edwin  T.  Gtbson, 

"Teiwparcri/  Secretary.'* 
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Form  of  letter  reads  as  follows :  You  are  hereby  authorized  to  purchase  such 
Philippine  sugars  as  are  available  for  mutual  account  and  for  distribution  by 
the  American  refiners'  committee  in  the  same  manner  as  if  such  sugars  had 
been  Included  in  tlie  contract  of  October  1, 1017,  between  the  American  refiners 
and  Mr.  Hoover.  As  newspapers  indicate  Hoover  will  limit  consumption  to 
three  pounds  a  month,  and  Babson  and  other  well-posted  parties  give  warning 
that  financial  conditions  are  getting  worse,  and  lenders  will  be  extremely 
cautious.  Entire  policy  of  the  committee  in  buying  crops  unwarrauteil  at 
present  time. 

PlEBBB  J.   S&CTTH. 

The  letter  in  reply  is  dated  December  15, 1917.    I  will  ask  some  one 
else  to  read  this. 
(The  letter  referred  to  was  read  aloud  by  Mr,  Lowry,  as  follows:) 

Exhibit  No.  85. 

New  Yobk,  December  15,  1917, 

IRTEHNATIONAI.  St70AR  COUirmTEB, 

111  Wall  street,  New  York  City. 

Oentlehten  :  This  company  acknowledges  receipt  of  your  letter  of  December 
12,  19T7,  inclosing  a  proposed  letter  of  authority  which  we  are  requested  to 
sign,  empowering  the  International  Sugar  Committee  to  purchase  Philippine 
sugars  for  distribution  by  the  American  refiners*  committee  **  in  the  same  man- 
ner as  if  such  sugars  had  been  included  in  the  contract  of  October  1,  1917, 
between  the  American  refiners  and  Mr.  Hoover." 

We  are  entirely  willing  to  amend  our  aforesaid  contract  with  Mr.  Hoover 
90  that  it  will  cover  and  include  rhlllpplne  sugars.  Indeed,  until  other^vise 
informed  by  your  committee  we  had  thought  that  the  contract  already  covered 
(Philippine  sugars  and  had  conceived  ourselves  debarred  from  entering  the 
market  for  the  same. 

The  proposed  letter  of  authority,  however,  goes  much  further  than  this,  and 
we  renew  the  objection  which  we  made  when  it  was  suggested  that  we  sign  a 
similar  authority  to  purchase  Cuban  sugar  on  our  behalf  and  as  our  agents, 
Tiz:  That  neither  in  the  preliminary  discussions  nor  in  the  contract  as  exe- 
cuted with  Mr.  Hoover  was  there  any  suggestion  or  intimation  that  the  Inter- 
QQtional  Sugar  Committee  was  to  act  as  our  agent  in  purchasing  sugars,  pledg- 
ing our  credit  therefor,  and  obligating  us  to  take  and  pay  for  our  proportion 
of  whatever  supply  the  committee  saw  fit  to  purchase  and  on  whatever  terms. 

The  contrtict  premises  that  it  is  advisable  that  your  committee  and  the 
royal  commission  should  cooperate  "  in  the  ijurchase  of  the  imported  raw  sugar 
requirements  "  of  the  United  States  and  the  nations  at  war  with  Germany  and 
In  the  sale  of  United  States  refined  sugar  to  such  nations;  that  the  Food  Admin- 
istrator has  appointed  your  committee  **to  arrange,  subject  to  his  buyers' 
approval,  for  tha  purchase  and  shipment  of  sugar  to  the  United  States"; 
and  that  the  undersigned  **  is  n  buyer  of  raw  sugar"  and  is  desirous  of  aiding 
and  promoting  the  efficient  administration  of  tiie  act.  The  obligation  of  the 
contract  Is  that  the  Food  Administrator  "shall  arrange  for  the  purchase  of 
raw  sugar  ♦  ♦  *  for  the  purpose  of  supplying  and  apportioning  the  require- 
ments of  the  United  States,"  etc. ;  that  the  refiner  will  not  import  or  purchase 
any  such  raw  sugar,  "except  through  the  International  Sugar  Committee," 
and  that  "such  purchases  may  be  made  either  direct  or  through  a  broker,  if 
customory";  that  the  refiners  committee  will  fix  the  basis  for  the  apportion- 
ment of  the  sugar  "provided  by  the  International  Sugar  Committee  for  the 
United  States,"  and  will  fairly  apportion  it  among  the  refiners;  that  "on  such 
l>urchnse  arranged  for  "  by  the  two  committees  the  buyer  will  pay  to  the  com- 
mittee a  proportioned  fee  to  cover  running  expenses  of  the  committees ;  and  that 
the  International  Sugar  Committee  will  dally  determine  and  post  basic  prices  for 
sugar  delivered  duty  paid  at  refinery  i>olnts. 

Such  is  the  existing  contract  l>etween  Mr.  Hoover  and  the  refiners.  Including 
ourselves,  and  there  is  nothing  therein  to  indicate  an  Intent,  much  less  to  im- 
pose an  obligation,  that  the  refiners  shall  allow  the  International  Sugar  Com- 
mlttae  to  purchase  raw  sugar  on  their  l)ehalf,  as  their  authorized  agents,  pledf? 
iiig  the  credit  of  the.  refiners  and  In  effect  acting  as  brokers,  not  principals,  I* 
the  comraittee's  npgotlnticms  with  the  foreign  sellers. 
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We  <!o  not  sny  that  such  a  contract  could  not  have  been  aiTMuj^ed,  but  we 
do  sny  that  «uch  is  not  the  oxistinj?  contract,  and  we  may  add  that  before 
we  would  have  signed  such  a  dangerous  contract  we  should  have  asked  that 
there  ba  incorporated  therein  a  .stipulation  insurint^:  the  refiners  the  right  tc 
take  part  in  or  at  least  be  Informed  ns  to  the  progress  of  the  negotiations  bein? 
conducted  on  their  behalf  and  with  their  money.  Not  all  the  refiners  are  In- 
terestetl  in  sugar  plantations,  and  those  that  are  not  would  be  keenly  concerned 
In  obtaining  their  supplies  at  a  reasonable  prlca  and  with  reasonable  comii 
tions  as  to  delivery.  The  law  makes  no  provision  for  protecting  their  market 
and  it  might  very  well  be  that  an  unfortunate  purchase  of  an  excessive  quan- 
tity of  raws  would  ruin  them.  This  is  a  risk  that  they  must  take  wlien  they 
are  freely  operating  in  an  open  market,  but  with  their  profits  limited  by  law 
and  their  cretlit  pledgeil  to  purchases  as  to  which  they  have  no  discretion  they 
would  indeed  be  in  a  precarious  position.  Certainly  this  was  neither  expressed 
nor  Implied  in  the  contract  as  executed,  but  the  letters  of  authority  as  pn> 
posed  by  vou  would  write  it  into  tha  contract,  contrary  to  its  intent  and  we 
must  strenuously  object. 

You  win  ple:ise  understand  that  In  demurring  to  your  request  we  nre  not 
moved  by  the  possible  loss  of  our  profits  only.  Our  objection  to  giving  the 
proposed  authority  is  based  not  alone  on  tlie  apprehi?ni>lou  but  on  the  reastm- 
able  prospect  that  not  only  our  profits  but  our  capital  Itself  might  be  swept 
away  If  we  delegare  to  the  Inrernatioual  Sugar  Committee  the  iiower  to  1o:k1 
us  with  raw  sugar  purchase:!  in  our  name  nnd  on  our  behalf. 

This  brings  us  to  a  consideration  of  the  proposed  purchase  of  the  entln* 
Cuban  crop  by  the  International  Sugar  Committee,  a  purchase  which  we  would 
be  committed  to  If  w^e  signed  the  propose<i  letters  of  authority,  and  whicli 
we  believe  to  be  decidedly  unwise  at  the  present  time. 

From  all  we  can  gather  from  the  mass  of  rumors  which  are  our  only  sounr 
of  information  the  International  Sugar  Committee  has  arranged  to  purchase 
the  entire  Cuban  crop  at  $4.G0  f.  o.  b.  Cuba.  This  purchase  will,  in  our  judj:- 
ment,  come  near  to  ruining  the  American  refiners  If  landed  on  them.  The  crop 
is  phenomenally  large — 3,G0().000  tons,  as  against  about  3,000,000  tons  Inst 
year — which  in  turn  was  N\ell  above  the  average  of  the  past  10  years.  The 
price,  likewise.  Is  abnormally  high,  the  average  price  accrued  last  year  being 
about  $4.25  f.  o.  b.  and  the  prewar  price  having  averaged  $2.50  f.  o.  b.  Thus, 
with  a  crop  fully  40  par  cent  above  normal,  the  committee  proposes  to  p:»y  a 
price  80  per  cent  above  last  year's  price.  If  weather  conditions  are  noniinl. 
most  of  this  sugar  will  be  made  by  June  1,  and  with  sugars  acciunulatlng  fn^n 
Porto  Klco,  San  Domingo,  and  other  of  the  West  Indies,  Hawaii,  the  Philip- 
pines, Brazil,  and  elsewhere  during  the  first  half  of  1918.  the  market  is,  in  our 
judgment  practically  certain  to  be  overloaded,  especially  if  consumption  de 
creases  owing  to  increasetl  economy  and  conservation  here  and  abroad.  In  this 
connection  we  may  refer  also  to  the  published  report  that  housewives  are  to  Iw 
pleilged  to  a  per  capita  consumption  of  3  pounds  per  month,  as  against  8  pounds 
as  now  consumed,  and  that  manuiacturers  are  to  be  limited  to  50  per  cent  of 
their  present  requirements.  In  our  opinion,  so  radical  a  cut  In  consumption 
will  enable  the  domestic  sugar  growers  to  supply  nearly  the  entire  demand,  and 
thei'3  will  be  practically  no  market  for  Cuban  sugars.  Our  predicament.  If  we 
were  loaded  with  the  enormous  Cuban  crop  at  an  excessive  price,  in  the  i)i*e:^ 
ence  of  a  large  and  ample  domestic  supply  and  a  greatly  decreased  consumption, 
need  not  be  dilated  upon. 

Finally,  coming  to  pnrticulars  wiilch  especially  concern  our  company,  if  we 
authorize  this  purchase,  we  shall  be  contracting  for  approximately  10  per  cent 
of  3,600,000  tons,  entailing  an  outlay  of  nearly  $50,000,000  for  Cuban  sugar  by 
this  company  alone.  Now,  Is  this  and  otlier  purchases  In  which  \\c  shall  be 
expected  to  participate,  to  be  financed;  wiien  will  the  payments  be  due;  In  whnt 
quantities  and  when  will  the  sugars  arrive  and  where  can  they  be  ston^J? 
These  are  questions  as  to  wiilch  we  are  not  enlightened,  and  yet  we  arc  asl^ed 
to  authorize  the  purchase.  We  have  no  hesitation  In  saying  that  to  finance  sncli 
a  purchase  and  to  handle  any  such  quantity  of  sugar  before  June  1,  1918,  nii?hi 
prove  embarrassing  to  this  company,  In  an  upsettled  money  market,  which  some 
well -posted  financiers  anticipate. 

Under  these  circumstances  we  respectfully  decline  to  sign  the  proposed  letters 
of  authority  unless  legally  compelled  to  do  so,  and  we  reaflilrm  our  belief  that 
the  solution  of  the  dlfl^culty  lies  in  some  arrangement  wiiereby  the  Oovernnieni 
will  furnish  the  sugars  and  the  refiners  will  refine  the  same  on  a  tt)ll  basis  of 
say  1.30  cents,  which  is  the  differential  allowed  under  the  existing  arrangement 
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The  reflned  product  to  be  sold  and  distributed  for  account  of  the  Government, 
under  Its  supervision  and  nt  prices  and  terms  fixed  by  It 

Such  Is  the  method  of  Grent  Britain  and  Its  allies  in  deallnpr  with  the  situa- 
tion, and  we  favor  its  adoption  In  this  country,  thereby  doing  away  with  dis- 
putes, jealousies  and  suspicion  In  the  trade  nnd  throwing  upon  the  body  politic 
the  duty  of  controlling  the  entire  sugar  situation. 
Respectfully  youre. 

Fedebal  Sugar  Refinino  CJo., 
By  O.  A.  Spreckels,  President, 

Senator  Jones.  Mr.  Chairman,  in  view  of  what  has  gone  into  the 
record,  I  suppose  it  will  do  no  harm  to  have  this  go  into  the  record, 
and  I  should  like  to  state  at  this  juncture  that  in  my  view  of  this 
case  and  of  the  facts  which  have  appeared  thus  far,  it  is  improper 
to  have  in  this  record  any  criticism  of  the  international  commission 
which  has  negotiated  or  is  negotiating  the  price  of  the  incoming  crop 
of  Cuban  sugar,  inasmuch  as  the  question  involves  the  relations  with 
the  Cuban  Government  as  such,  and  that  it  is  impracticable  to  obtain 
a  full  disclosure  of  the  considerations  which  are  entertained  by  the 
international  commission  without  involving  questions  in  which  the 
Cuban  Government  as  such  has  become  interested  and  has  participated. 

Mr.  Spreckels.  Mr.  Chairman,  may  I  suggest 

Mr.  Babst.  Mr.  Chairman,  may  I  rise  to  a  question  of  personal 
privilege  for  a  moment? 

The  Chairman.  Well,  this  is  hardly  a  parliamentary  body.  Has 
anybody  assailed  your  honor  here  to-day? 

Mr.  Sabst.  My  honor  has  been  assailed  in  the  hearings.  My  in- 
tegrity has  been  questioned.  Both  of  those  attacks  have  been  spread 
to  the  entire  country.    How  am  I  going  to 

The  Chairman.  In  what  way  has  your  honor  been  assailed? 

Mr.  Babst.  That  I  have  used  my  position  to  benefit  the  private 
interests  of  which  I  was  an  officer. 

The  Chairman.  Very  well ;  that  is  a  matter  in  which  you  draw  the 
conclusion  from  what  was  stated  in  the  testimony,  is  it  not?  Nobody 
expressed  that  opinion  to  you,  did  he? 

Mr.  Babst.  The  witness  expressed  that  opinion. 

The  Chairman.  Oh,  no. 

Mr.  Babst.  And  the  witness  drew  many  inferences  and  made  in- 
nuendoes which  led  to  that  result. 

The  Chairbian.  The  committee  has  knowledge  of  its  own  hearings. 
The  witness  made  no  charge  whatever  against  you,  drawing  any  con- 
clusion of  that  sort.  The  witness  stated  that  you  had  a  certain  rela- 
tion to  this  committee  and  that  you  had  certain  relations  to  the 
American  Sugar  Refining  Co.,  and  that  the  American  Sugar  Refining 
Co.  owned  certain  properties ;  and  if  there  is  any  reflection  upon  you 
it  must  bo  a  matter  of  deduction  from  those  statements.  Now,  those 
arc  statements  of  alleged  fact,  and  you  will  be  given  an  opportunity 
to  take  the  witness  stand  and  tell  wherein  those  statements  of  fact 
are  inaccurate;  and,  so  far  as  I  am  concerned,  if  we  are  thronjjh  with 
Mr.  Spreckels  now,  I  am  willing  to  give  you  the  witness  stand  at  this 
moment. 

Senator  Jonzs.  I  would  like  to  ask  Mr.  Spreckels  just  a  couplo  ot 
questions. 

Mr.  Spreckels.  Before  you  reach  that,  may  I  make  a  remark? 

The  Chairman.  Yes. 
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Mr.  Spreckels,  It  seems  to  me  only  fair  that  this  tetter  should  ^f 
in.  In  view  of  the  fact  that  Mr.  Hoover  has  assailed  my  motive  ut 
protesting  against  the  contracts  entered  into,  this  letter  should  a1?<' 
go  in. 

Senator  Jones.  Well,  I  do  not  think  that  this  is  a  trial  of  Mr 
Hoover. 

Mr.  Spreckels.  No  ;  but  in  view  of  the  fact 

Senator  Jones.  I  think  that  the  chairman  has  very  clearly  stated 
what  is  and  should  be  the  attitude  of  this  committee. 

The  Chaibman.  No;  it  is  not  a  trial  of  Mr.  Spreckels,  either. 

Senator  Jones.  No;  it  is  not. 

Mr.  Spreckels.  Mr.  Hoover  charged  my  motives,  did  he  not  If 

The  Chairman.  Yes. 

Mr.  Sprkcki-xs.  Now,  in  this  letter  I  give  my  motives. 

Senator  Jones.  I  tliink,  however,  Mr.  Hoover  did  not  put  it  in  the 
record. 

Senator  Lodge.  He  put  it  in  the  press. 

The  Chairman.  He  put  it  in  the  paper. 

Senator  Jones.  I  suggest  that  he  answer  in  precisely  the  same  wav- 

The  Chairbian.  We  do  not  want  to  get  into  a  controversy. 

Senator  Jones.  No;  we  do  not  here.  I  would  like  to  ask  Mr. 
Spreckels  one  or  two  questions  in  order  to  clear  up  some  inference. 
I  now  recall,  which  might  be  derived  from  your  testimony.  You 
mode  complaint  here  on  Saturday  or  on  Friday  that  you  should  havi^ 
had  a  part  of  the  Louisiana  sugars! 

Mr.  Spreckels.  Yes. 

Senator  Jones.  I  will  osk  you  to  state  to  what  extent  you  ha\c 
dealt  in  those  Louisiana  sugars  heretofore? 

Mr.  Spreckels.  If  there  is  no  objection,  I  should  like  to  answer 
that  by  bringing  back  the  complete  record  of  our  efforts  in  getting 
the  Louisiana  sugars  heretofore,  and  how  the  American  Sugar  Re- 
fining Co.  threatened  my  company  or  threatened  the  planters  if  they 
sold  any  sugars  to  us. 

Senator  Jones.  Well,  now,  we  do  not  care  to  get  into  a  conti'oversy 
here. 

Mr.  Spreckels.  We  have  bought  sugars  in  the  past  in  limited 
amounts,  but  under  the  peculiar  conditions  of  a  sugar  famine  in  the 
Eastern  States  we  would  have  been  glad  to  have  obtained  a  large  part 
of  it,  and  fully  expected  to  get  them. 

Senator  Jones.  Mr.  Spreckels,  if  you  will  not  make  a  speech  but 
will  kindly  answer  my  question,  I  think  we  will  get  along  a  good  deal 
faster.  Irepeat  this  question :  To  what  extent  have  you  purchased 
Louisiana  sugare  in  the  last  five  years? 

Mr.  Spreckels.  None. 

The  Chairman.  Why? 

Mr.  Spreckels.  Because  we  had  ample  supply  from  other  sonnrv 

The  Chairman.  Was  there  any  reason  whv  you  could  not  get  them  f 

Mr.  Spreckels.  We  did  attempt  to  get  them  in  years  past;  char 
tered  a  boat  and  went  to  Louisiana ;  and  the  correspondence  and  tht 
trust  litigation  disclose  how  the  American  Sugar  Eefining  Co.  hj]> 
threatened  the  planters  if  they  sold  us  their  sugars.  It  led  to  further 
litieration.  T  beli«ve.  bv  the  Ijouisiano  planters. 
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Mr.  Freeitan.  Will  yon  answer  one  question :  When  ? 

Mr.  SraECKELS.  Some  time  A*  D. 

The  Chairman.  Well,  be  as  specific  as  you  can.  If  necessary,  we 
will  ^et  the  record  in  the  trust  cose.  I  suppose  that  would  fix  it 
definitely,  but  about  when  was  it  ? 

Mr.  Spheckels.  Somewhere  about  1907;  about  10  years  ago.  1 
can  not  recall. 

Senator  Lodoe.  1910? 

Mr.  LowRY.  Perhaps  1910. 

Mr.  Sprecicels.  I  cfo  not  loiow ;  the  years  pass  by  so  quickly. 

Senator  Loikse.  It  is  in  the  record;  it  does  not  matter  about  the 
yeai-s. 

The  Chairman.  You  are  sure  you  have  not  got  that  confused  with 
the  time  when  the  sugar  weighing  frauds  were  brought  out  ? 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  Those  two  were  connected  t 

Mr.  Spreckels.  No,  sir. 

Senator  Jones.  Now,  I  will  ask  if  it  was  not  a  part  of  that  con- 
tract into  which  jon  and  the  other  refiners  entered  tnat  if  the  Ameri* 
can  Sugar  Refining  Co.  secured  the  Louisiana  crop  it  should  be 
charged  against  its  share  of  all  raw  sugars? 

Mr.  Sprecicels.  It  was. 

Senator  Jones.  Then,  the  effect  of  the  American  Sugar  Refining 
Co.  getting  all  of  the  Louisiana  raw  sugar  was  to  charge  that  quan- 
tity against  its  share  and  deduct. — or^  rather,  to  prevent  it  from  par- 
ticipating in  the  raw  sugars  which  might  come  from  Cuba? 

Mr.  Spreckels.  Quite  true. 

Senator  Jones.  To  the  extent  of  that  amount? 

Mr.  Spreckels.  That  is  true. 

Senator  Jones.  You  also,  in  your  testimony,  stated  either  directly 
or  indirectly,  as  I  recall  it,  that  the  Food  Commission  had  not  fixed 
a  price  upon  any  sugar  except  granulated  sugar,  and  that  you  thought 
that  that  was  for  the  purpose  of  enabling  the  American  Sugar  Refin- 
ing Co.  to  sell  its  Domino  sugars  without  any  restriction  as  to  price, 
and  was  therefore  a  discrimination  in  favor  of  the  American  Sugar 
Refining  Co.    Was  not  that  the  effect  of  your  testimony  ? 

Mr.  Spreckels.  Yes,  sir. 

Senator  Jones.  Now,  I  will  ask  you  to  look  at  this  table  and  state 
what  it  is  [handing  witness  table]. 

Mr.  Spreckels.  May  I  consult  with  Mr.  Lowry? 

Senator  Jones.  Certainly. 

Mr.  Spreckels.  I  have  never  seen  this  before.  I  have  never  seen 
any  of  these. 

Senator  Jones.  All  right. 

Mr.  Spreckels.  I  want  to  say,  in  the  first  place,  that  the  list,  is  not 
altogether  complete,  but  I  have  one 

Senator  Jones.  Well,  answer  my  question,  will  you,  Mr.  Spreckels? 

Mr.  Spreckels.  I  am  trying  to. 

Senator  Jones.  Then,  do  not  go  into  something  else.  I  asked  you 
to  look  at  that  table  and  state  what  it  is. 

The  Chairman.  To  be  fair  with  the  witness,  the  witness  stated  he- 
was  unfamiliar  with  that  table,  and  had  never  seen  it  before. 
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Mr.  Spreckjles.  This  table  I  have  never  seen  before.  I  knov 
Turner  Bros.,  the  brokers,  but  I  have  never  seen  one  of  their  cir- 
culars before. 

Senator  Jokes.  Well,  answer  it  in  your  own  way. 

Mr.  Spreckels.  I  would  like  to  give  you  an  opinion,  if  I  can. 

Senator  Kenyon.  Since  you  have  examined  it,  you  know  what 
it  is? 

Mr.  Spreckels.  Yes. 

Senator  Kenyon.  State  what  it  is,  then. 

Mr.  Spreckels.  It  is  their  price  list. 

Senator  Jones.  A  price  list,  by  whom ! 

Mr.  Spreckels.  By  Turner  Bros. 

Senator  Jones.  Who  are  they? 

Mr.  Spreckels.  Brokers  in  refined  sugars,  in  New  York. 

Senator  Jones.  And  do  they  issue  regularly  such  lists  as  that! 

Mr.  Spreckels.  I  presume  they  do.  This  is  the  first  I  have  ever 
seen. 

Senator  Jones.  Does  that  show  the  various  grades  of  the  sugars 
gotten  out  by  the  different  companies? 

Mr.  Spreckels.  It  does. 

Senator  Jones.  How  many  grades  of  sugar  does  that  show  gotten 
out  by  your  company? 

Mr.  Spreckels.  Five  grades. 

Senator  Jones.  Five  grades;  but  gotten  up  in  how  many  different 
forms  or  packages? 

Mr.  Spreckels.  Fourteen. 

Senator  Jones.  And  it  shows,  does  it  not,  the  various  forms  in 
which  all  the  refiners  get  out  their  sugars? 

Mr.  Spreckels.  It  does. 

Senator  Jones.  And  that  all  refiners  get  out  their  sugars  in  dif- 
ferent grades  and  in  different  sized  packages,  and  so  on,  does  it  not! 

Mr.  Spreckels.  It  does. 

Senator  Jones.  And  is  that  statement  there  correct,  so  far  as  your 
company  is  concerned  ? 

Mr.  Spreckels  (after  examining  circular).  I  believe  so. 

Senator  Jones.  Then  I  offer  the  paper  in  evidence. 

The  Chairman.  Certainly.  Is  there  any  explanation  you  desire 
to  make  about  it  ? 

Mr.  Spreckels.  No,  sir.  I  did  not  quite  understand  what  the 
Senator  was  driving  at ;  excuse  me.  Have  you  finished  with  me,  Mr. 
Chairman? 

The  Chairman.  I  think  so.  There  is  one  thing.  Some  of  these 
papers  have  been  introduced  for  certain  days.  I  mean  by  that,  the 
Sugar  Market  Review  that  is  gotten  out  by  the  Federal,  for  instance. 
I  want  to  reserve  the  right  to  put  in  any  supplemental  ones  of  these. 

(The  list  referred  to  by  Senator  Jon^^s  is  here  printed  in  full,  as 
follows:) 
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Exhibit  No.  36. 

Differential  Hat  on  refined  $vgani, 

(Turner  Bros.,  brdcers  in  refined  sugars.    Members  New  York  Sugar  Exchange.    Kew  York:  122  Front 
Street;  telephone,  John  6252.    Philadelphia:  123  South  Orianna  Street;  telephooc,  Lombard  648.) 


[+  Above  (-•  below)  the  basing  price  of  bulk  fine  granulated  in  barrels. 

lated  in  barrels.] 

*  Same  price  oi 

i  bulk  fine  grann- 

New  York. 

PhUadelphia 

Grades. 

Ameri- 
can. 

How- 
ell. 

Ar- 
buckle. 

Fed- 
eral. 

War- 
ner. 

Frank- 
lin. 

Mc- 

Cahan. 

Penn- 
sylva- 
nia. 

Ea<]e  tablets  (ball  barrvb  only) 

Cut  loaf 

+t2.00 
-1-  1.60 
-f-  1.25 
+    .16 
+    .15 

(•) 
-f-    .20 

-\-    .75 

+12.00 
+  1.50 

Crtished 

Rtandard powdered  ...  ............. 

+ 

+ 
+ 

10.15 
.15 

(•) 
.20 
.75 

+10.15 
+    .15 

(•) 
+    .20 
+    .75 

+$ai5 

+    .20 
+    .76 

+10.15 
+    .16 

(♦) 
+    .20 
+    .75 

+    .15 

+iai5 

+10.15 

Coarse  powdered 

Fn'it  powdered 

(♦) 
+  ".'75' 

+  .26 
+  .75 

(*) 
+    .20 

XXXX  powdered 

Cubes...:. !!...!! 

+    .75 

Mold-\ 

+    .60 

Crown  A 

+    .50 

Diamond  A 

(•) 

Brilliant  conliectioDers' A 

(*} 

•■•••••• 

ImpArifi)  candy  A 

(•) 

ConfectionRs''royal  crystal 

(•) 

Cryrttal  A .'......' 

1 

(♦)'* 

Pearl  A 

(•) 

1 

Conipflkwiprt'  qnArtllnj;  A 

(♦) 

t'onicctianers'  XXXX  losense 

+    .20 
+    .20 
+    .30 
+    .05 

(0 

(•) 
+    .05 
+    .15 

Canfectioners'  powdered 

1 

Ccnf^atifwitfwn*  (*0Anee  grf^piilA.tfv1 

1 

Confectioners'  o'own  granulated 

Fine  granulated  fin  barrels) 

(♦) 

+    .05 
+    .15 
+    .30 

+ 
+ 

.05 
.15 

(») 
(♦) 

+    .15 

(») 

(») 

Extra  fine  granulated 

Standard  granulated 

+    .05;+    ,06 
+    .15. 

+    .05 

+    .06 

CooMp  granulated 

Confectioners*  erarnlated 

I>nietUts*  eranulated 

+    .05 
-    .10 

+    .06 

Confectioners'  A 

-    .10 

— 

.10 
.05 

-    .10 

-    .10 

-    .10 

—    .10 

Manufacturers'  A 

No.  I 

-  .15 

-  .20 

-  .25 

-  .30 

-  .35 

-  .40 

-  .45 

-  .60 

-  .55 

-  .fiO 

-  .fi5 

-  .70 

-  .75 

-  .75 

-  .75 

.15 

—    .15 

-  .15 

-  .20 

-  .2.'5 

-  .30 

-  .35 

-  .40 

-  .45 

-  .50 

-  .65 

-  .15 

-  .20 

-  .26 

-  .30 

-    .15 

No.  2 

.20 
.25 
.30 

-    .20 

-    .20 

No  4 

-  .25    

-  ..30;... 

-  .25 

-  .30 

No.  .5....            

.35   -    .35   

.40   -     .40    

.45!-    .45  1 

.50  1-    .50    

-•    .35   

-  .40! 

-  .45  ! 

-  .50  1-    .50 

-  .55    -     .55 

—    .35 

No.  6 

•No.  7 

No.  8 

-  .40 

-  .45 

-  .oO 

No.  9 

.55   -    .55 

.60  1-    .60 

******** 

-    .55 

No.  10 

-    .60   -    .60   -    -CO 

-   .eo 

No.  11 

.65    -    .65    

-     .P5    -     .65 

-  .05 

-  .70 

-    .65 

No.  12. 

.70  ;—    .70 
.75   -    .7* 

-  .70 

-  .76 

-  .75 

-  .75 

-  .70 

-  .75 

-  .75 

-  .76 

—    .70 

No.  13 

—    .75 

No.  14 

No.  1.S 

No.  16 

.75 
.75 

-  .75 

-  .75 

-  .80 

-  .75 

-  .75 

-  .75 

at  30  cent9  extra  per  half  barrel. 

eral,  and  Warner  also  charge  5  cents 
per  hundredweteht  more  for  sugars 
packed  In  small  barrels. 

PACCAGK  SUGARS. 

Crystal  T>omino  Tablets: 

2-pound  cartons,  half  and  full 

and  <^poimd  fiber  containers) . 

+  3.00 
4-  3.00 

+  3.00 
+  3.00 

+    .60 
+    .40 
+    .60 

4-ponnd  cartons,  full  site  pieces 
only  (in  12l>-pound  cases  and 
60-ponnd  fiber  containers) 

Also   in    16-oent    cartons,    half 
pleoeit,  packed  48  cartons  to  a  con- 
tainer, at  f 5.A0  per  container  loss  10 
per  cent  trade  discount. 
Fhie  granulated: 

1-poimd  cartons  (60  to  container). 

■ 

1 

2'potiiK!  bAjQ$  (packed  in  sacks >... 
2'pound  bags  (packed  In  barrels). 
2-ponnd  paper  packages  (packed 
60  to  a  case) 

+    .40 
+     .50 

+ 

.40 
.50 

+  .40 : 

+     .50 
+     .40  , 
+     .40  \ 

+  *'.46' 
+     .50 

+     .40 
+     .60 

+     .40 
+    .50 

+    .40 
+    .50 

2-pound  cartons  (packed  60  to  a 
case) 

+     .40 

+ 

.40 

+     .40 

+     .40 

+     .40 

+    .40 

+      .40 

1  Basing  grades. 


SEOBTAQE  OP  STJOAB. 
Differential  IM  on  refined  ettgarti — Con  tinned. 


New  York. 

PhUadilpt 

u. 

OnOM. 

*--■ 

Hnw- 

Ih^Ud. 

S3: 

War- 

'K'- 

Mc- 
Cahu 

p™. 

'nil. 

,..« 

+•0.40 

+10.  M 

+10.  so 

:**s 

+    .« 

+    .M 

+   '.aa 

4-    .40 

+    .*) 
+    .83 
+    .« 

+    .40 

+    .40 

+  :s3 

+   'to 

+  .«) 

+    .10 

: ! 

..« 

+    .40 

+     .40 

+     .40 
+    .30 
+     .40 

+  .an 

+    .30 

ts 

+    ^30 

*.. 

+    .30 

t  :S 

+    .33 

+     .30 

■I-    .30 
+    .40 
+    .30 
+    .30 

+    .30 
+    .40 

ii 

(•) 

+    .30 

(•) 

(•) 

I*) 

m 

CI 

XXXX    poi-dcrwl    In    l-pouBd 

ranon><24toiiCDittilner} 

XXXX  povdered  Li  as-pwind 

:':: 

+  i.ao 
+  t.u 

+    .76 

i-  l.SO 

+  LSO 

+  l.W 

+    .TS 

+  3.00 

+  3.00 
+  1.00 
+  1.00 

+  l.SO 

+  l.» 

+  i.» 
+  i.» 

Cabas  (Dalit;   Lnmpi),   In    1- 
DOund  carlotia  In  ctutalocra 

pound  cjrtoni  l.-i  co-ntaLicrs 

>  2.10 

lack  krwl  Tablet,.,  In  2  nnd  3 

lack  Frost  Tablet..'' In  3  and  S 
pound  airtons(ia>  pound  oasej] 

Terms:  ReSticrs'p 

Mnt  Fur  Gsnh  In  7  days. 
Keep  tbl9  lilt  (or  fiiturs  rsfm 
Nf.w  YoKK.JuiuW.IAir. 
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Mr.  LI^^DL£Y.  I  understand  Mr,  Spreckels  will  return  for  further 
eiaminntion  ? 

Senator  Kbnyon.  With  your  information. 

The  Chairman.  He  will  return  with  the  tables.  Did  you  want  to 
examine  him  on  the  tables  ? 

Mr.  LiXDixv.  I  did.  I  wanted  to  get  the  information  out  of  the 
tables  for  the  examination  I  expected  to  follow. 

The  Chairman.  Very  well.  We  will  have  to  ask  you  to  return,  Mr. 
Spreckels. 

Mr.  Spreckels.  How  soon  will  you  want  me  to  return  ? 

The  Chairman,  At  your  earliest  convenience.  We  want  to  relieve 
you  of  waiting  here. 

Senator  Vardaman.  Let  us  adjourn  until  10  o'clock  to-morrow 
morning. 

Senator  Jones.  I  am  requested  to  ask  Mr.  Spreckels  if  he  received 
the  telegram  of  which  this  is  a  copy?  I  have  not  read  this  telegram. 
Here  are  three  preliminary  questions  relating  to  that  telegram.  I 
presume  it  is  proper  to  ask  them.  The  first  is:  Did  you  not  liave  the 
opportunity  of  securing  Louisiana  sugars  this  year! 

Mr.  Spreckels.  After  the  crop  was  sold;  yes. 

Senator  Jones.  Did  you  not  have  some  negotiations  with  a  broker, 
Mr.  L.  A.  Scherck,  in  the  month  of  August,  1917,  relative  to  the  pur- 
diase  for  you  of  Louisiana  raw  sugar  f 

Mr.  Spreckels.  I  had  a  talk  with  Mr.  Scherck — ^I  do  not  recall  his 
came— who  called  on  me  in  New  York.  I  would  like  to  say  that  I 
TOuld  like  to  give  my  answer  as  well.  I  will  bring  those  documents 
down  with  me,  showing  what  I  said  to  Mr.  Scherck. 

Senator  Jones.  Very  well.  Then  I  will  ask  you,  did  not  Mr. 
Scherck  wire  you  on  October  25, 1917,  relative  to  such  purchase,  and 
is  that  a  copy  "of  the  telegram  [handing  witness  telegram]  ? 

Mr.  Spreckels.  It  is ;  I  received  this  telegram. 

The  telegram  referred  to  is  here  printed  in  full,  as  follows : 

ExHmrr  No.  37. 

Xkw  Orijcanh.  La.,  October  25,  19/7. 
'  Mr.  Cl.\u8  Spreckels 

(Care  Federal  Sugar  Refining  Ck>.), 

Netv  York,  N,  Y,: 

ICeported  American  contract e<l  for  100,000  tons  bought  at  average  6.22^  f.  o.  b. 
New  Orleans.  Wire  quick  authority  to  act  and  will  try  to  secure  raws  for  you 
•^arae  basis  American  pnhl.  State  how  much  you  wish  and  how  soon.  Would 
advise  your  ^viug  me  authority  to  pay  5  points  over  American  basis  if  necessary 
to  secure  sugar. 

L.   A.   SCHEBCK. 

Senator  Joxes.  Very  well.  I  will  on  my  own  responsibility  ask 
vou  to  produce  any  other  correspondence  you  may  have  relating  to 
that 

Mr.  Spreckels.  With  Mr.  Scherck? 

Senator  Joxes.  Yes. 

The  Chairman.  At  that  time  were  you  under  that  agreement? 

Mr.  Spreckels.  Yes. 

The  C^AntMAN.  In  which  you  had  put  yourself  in  the  hands  of  the 
food  administration  f 
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Mr.  Spreckixs.  I  was. 

The  Chairman.  You  were  not  at  liberty  to  buy  anywhere,  were 
you? 

Mr.  Spreckels.  No.  I  think  my  letter  to  Mr.  Scherck  will  disclose 
that. 

The  Chairman.  That  is  all.  We  will  now  adjourn  until  to-morrow 
morning. 

(At  4.50  o'clock  p.  m.  the  subcommittee  adjourned  to  meet  at  10.30 
o'clock  a.  m.  to-morrow,  Tuesday,  December  18, 1917.) 


SHORTAGE  OF  SUGAR. 


TtTESBAY,  BECEMBEB   18,   1917. 

United  States  Senate, 
sttbcommitfee  of  the  c03imittee  on  manufactures, 

Washington^  D.  C. 

The  subcommittee  met,  pursuant  to  adjournment^  at  10.30  o'clock 
a.  m.,  in  the  room  of  the  Committee  on  Indian  Affairs,  Capitol,  Sen- 
ator James  A.  Reed  presiding. 

Present:  Senators  Reed  (chairman),  Vardaman,  Jones  of  New 
Mexico,  and  Kenyon. 

TESTIMONT  OF  HE.  HEBBEET  W.  BIEKENSTOK,  OEAIN  BEOEEE, 

NEW  TOBK  CUT. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  Where  do  you  live? 

Mr.  BiEMENSTOK.  New  York  City. 

The  Chairman.  Wliat  is  your  business? 

Mr.  BiEMENSTOK.  I  am  i|i  the  brokerage  business,  grain  and  provi* 
dons. 

The  Chairman.  Are  you  acquainted  with  Mr.  Strauss,  the  secre* 
tary  of  Mr.  Hoover! 

ilr.  BiEMENSTOK.  YcS. 

The  Chairman.  Are  you  acquainted  with  Mr.  Lambom,  who  is  a 
HUgar  merchant  and  broker  in  New  York  City? 

Mr.  BiEMENSTOK.  Ycs. 

The  Chairman.  Did  you  learn  of  the  fact  that  Mr.  Lambom  had 
published  some  articles  in  which  he  had  criticized  certain  phases  of 
the  sugar  administration? 

Mr.  BiEMENSTOK.  Ycs. 

The  Chairman.  Did  you  have  any  talk  with  Mr.  Strauss,  the  secre- 
tary of  Mr.  Hoover,  with  relation  to  those  publications  and  Mr.  Lam- 
bom's  attitude? 

Mr.  BiEMENSTOK.  Ycs. 

The  Chairman.  When  did  you  have  that  conversation? 

Mr.  BiEMENSTOK.  When  I  was  down  to  Washington  about  two  or 
three  weeks  ago. 

The  Chairman.  How  did  you  come  to  be  with  Mr.  Strauss? 

Mr.  BiEMENSTOK.  I  camc  down  to  Washington  to  offer  my  services 
to  the  Food  Administration,  thinking  that  because  of  my  familiarity 
with  the  grain  and  provision  business  I  could  be  of  some  service  to 
them. 

Tlie  Chatrmak.  Relate  the  conservation  that  you  had  with  Mr. 
Strauss. 

150 
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Mr.  BiEMENSTOK.  Mr.  Strauss  asked  ma  if  I  knew  any  peoj^le  in 
Xew  York  in  the  general  business  of  handling  food,  and  I  mentioned 
several  names,  and  among  them  Mr.  A.  H.  Lamborn's  name.  Mr. 
Strauss  then  said  that  he  was  sorry  I  had  mentioned  Mr.  A.  R 
Lamborn^s  name,  for  while  he  and  Mr.  Hoover  had  both  entertained 
a  very  high  opinion  of  Mr.  Lambom  personally,  yet  he  had  been  a 
thorn  in  their  side  and  seemed  to  be  doing  the  utmost  he  could  to  work 
against  them.  Do  you  wish  me  to  repeat  the  exact  words  that  he 
used? 

The  Chairman.  Yes ;  let  us  know  just  what  he  said. 

Mr.  BiEMENSTOK.  He  said  that  Mr.  Lamborn  had  better  be  very 
careful,  because  if  he  was  not  careful  the  steam  roller  was  going  over 
him  and  was  going  to  roll  his  guts  out. 

Senator  Kenyon.  Who  said  this? 

Mr.  BiE^iENSTOK.  Mr.  Strauss. 

The  Chairman.  Did  you  communicate  that  statement  to  Mr.  Lam- 
bom? 

Mr.  BiEMENSTOK.  I  havc  been  a  very  good  friend  to  Mr.  Lambom, 
and  I  am  under  some  obligations  to  him  for  favors  that  he  has  done 
for  me,  and  I  immediately  took  the  train  to  New  York  to  warn  him  of 
what  I  thought  was  some  danger  to  him. 

Senator  \^rdaman.  Did  he  tell  ^ou  why  they  were  going  to  roll 
the — ^to  nm  the  steam  roller  over  him? 

Mr.  BiEMEXsTOK.  No;  unless,  as  he  said,  it  was  because  he  whs  n 
thorn  in  their  side. 

Senator  Vardaman.  Did  he  state  what  sort  of  a  thorn  ? 

Mr.  BiEMENSTOK.  No.  He  asked  me  if  I  was  familiar  with  the 
sugar  situation  in  New  York.  I  said  I  was  not,  not  having  been  iD 
that  business,  or  knowing  anything  about  it. 

The  Chair3ian.  Had  you  Wen  talking  about  these  publications  of 
Mr.  Lambom? 

Mr.  BiEMENSTOK.  I  had  not  been  speaking  about  them.  I  had 
heard  about  them  as  probably  everyone  on  the  street  had  heard  of 
them. 

Senator  Vardaman.  Were  these  publications  put  in  the  record! 

The  Chairman.  They  have  not  been,  but  some  of  them  will  be- 
That  is  all,  sir.    I  will  now  call  Mr.  Babst. 

Mr.  LiNDLEY.  Mr.  Chairman,  may  I  ask  the  committee  if  they  will 
be  kind  enough  to  indicate  when  1  may  send  for  Mr.  Hoover.  He 
has  a  very  important  matter  that  he  would  like  to  take  up,  and  he 
would  like  to  dispose  of  this  matter.  He  had  to  cancel  an  engagement 
in  New  York,  and  if  it  is  agreeable  to  the  committee  I  would  like  if 
possible,  to  have  Mr.  Hoover  go  on  after  the  noon  adjournment. 

Senator  Kenyon.  This  afternoon? 

Mr.  Lindley.  Yes. 

The  Chairman.  I  really  do  not  know.  We  intend  to  give  Mr. 
Hoover  a  hearing,  but  just  why  should  we  break  in  on  the  ordinary 
course  of  our  examination  to  examine  Mr.  Hoover?  We  are  trying 
to  examine  some  sugar  men  now,  some  men  who  are  engaged  in  that 
business. 

Mr.  LiNDLEr.  Obviousl.y,  Mr.  Hoover  is  to  be  called,  and,  as  1 
understand,  at  the  invitation  of  the  committee,  through  the  chair- 
man, and  it  is  simply  a  question  of  adjusting  himself  to  a  situation 
that  is  rather  serious. 
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The  Cbairmak.  Is  Mr.  Hoover  going  to  be  away  from  town  per- 
manently or  for  any  considerable  length  of  time  ? 

Mr.  LiNDLET.  He  is  not  going  to  leave  town  until  he  knows  when 
he  will  be  required  here,  and  he  is  going  to  remain  here  imtil  things 
develop— 

Senator  Vabdamak.  Would  his  business  in  New  York  detain  him 
two  or  three  days? 

Mr.  LiNDiiEY.  That  I  do  not  know.  He  canceled  the  engagement 
in  New  York. 

Senator  Kenton.  What  can  be  the  harm  of  fixing  a  time  to  hear 
him? 

The  Chairman.  I  think  we  better  wait  until  Senator  Lodge  comes. 
If  Mr.  Hoover  had  to  go  away,  it  would  be  a  different  matter,  but  Mr. 
Hoover  is  here  in  town.  There  are  other  witnesses  here,  some  of 
them  from  abroad,  and,  while  I  want  to  treat  Mr.  Hoover  with  every 
conceivable  courtesy,  I  can  not  see  any  reason  why  we  should  break 
in  on  the  orderly  course  of  the  taking  of  testimony  unless  Mr.  Hoover 
is  called  away  or  something  of  that  kind. 

Mr.  LiNDLBT.  I  am  not  prepared  to  state  that  because  I  do  not 
know,  and  I  did  not  know  any  particular  program  had  been  lined 
out  for  the  orderly  presentation  of  the  subject,  of  the  discussion,  of 
the  investigation;  but  it  being  an  investi^tion,  it  occurred  to  me 
that  it  was  not  material  to  the  committee  m  what  order  the  people 
who  were  familiar  with  the  situation  were  presented. 

The  Chairman.  There  has  been  no  set  program  fixed. 

Senator  Vardaman.  We  did  agree  in  executive  session  to  take  up 
the  question  as  presented  by  Mr.  Spreckels,  and  nothing  has  been  said 
since  that  time. 

The  Chairman.  I  was  just  about  to  say  there  had  been  no  set 

Erogram  in  advance.  The  committee  started  with  Mr.  Spreckels.  It 
ad  to  start  with  somebody.  Mr.  Spreckels  opened  up  a  certain  line 
of  testimony  here  relating  to  conditions  in  the  sugar  market,  testify- 
ing from  the  standpoint  of  the  practical  man.  &  seems  to  me  that 
the  logical  thing  to  do  would  be  to  follow  alonff  that  course  until 
that  subject  was  at  least  partially  disposed  of.  As  Senator  Varda- 
man says,  we  had  a  conference  the  other  day  and  agreed  to  g^  on 
with  Mr.  Spreckels  and  practically  agreed  tnen  to  give  Mr.  Babst 
a  hearing.   He  has  been  very  anxious  to  have  it. 

Senator  Vardabcan.  I  make  this  suggestion,  in  order  not  to  incon- 
venience Mr.  Hoover,  that  if  he  has  business  in  New  York,  he  go 
ahead  and  attend  to  it,  and  at  his  convenience  when  he  returns  here 
he  will  be  heard  by  the  committee. 

The  CHAIR31AK.  Yes. 

Senator  Vardamak.  That  is,  in  the  meantime  we  will  go  ahead  and 
finish  up  this  other  matter.  So  far  as  I  am  personally  concerned,  I 
would  as  soon  hear  him  now  as  at  any  time  after  we  get  through  with 
Mr.  Babst. 

Mr.  Babst.  Of  coui'se,  I  am  anxious  to  be  heard  upon  the  matters 
that  impugn  my  honor.  Those  are  the  matters  about  which  I  have 
been  especially  anxious  to  testify. 

Senator  Kenton.  Can  we  not  find  out  if  Mr.  Hoover  is  conven- 
ienced  by  hearing  him  now.  I  think  we  ought  to  hear  him  when  it 
will  convenience  nim. 

88464— If 
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The  Chairman.  We  ought  to  take  some  account  of  the  convenience 
of  the  committee  and  of  orderly  hearing.  Of  course,  we  do  not  want 
to  inconvenience  Mr.  Hoover. 

Mr.  LiNDLEY.  The  committee  will  appreciate  that  Mr.  Hoover  is 
probably  one  of  the  hardest  working  men  in  Washington  to-day. 
There  is  a  tremendous  pressure  in  all  lines  of  industry,  besides  sugar. 
It  is  difficult  to  picture  to  the  mind  what  his  position  is;  but  as  a 
public  official,  in  charge  of  a  public  trust,  it  aoes  not  seem  to  me 
that  his  request  is  out  of  place.  I  submit  the  request  and  leave  it 
with  the  conmiittee. 

The  Chairman.  Very  well;  we  will  dispose  of  it  when  Senator 
Lodge  comes  in.    We  will  now  hear  Mr.  Babst  again. 

TESTIHONT  OF  ME.  EASL  D.  BABST,  PB£SIDENT  OF  THE  AMEBI- 
CAS  SXrOAE  EEFDmrO  CO.,  NEW  YOEK  CITY. 

The  Chairman.  Where  do  you  reside  ? 

Mr.  Babst.  I  reside  in  New  York  City. 

The  Chairman.  What  is  your  business? 

Mr.  Babst.  I  am  president  of  the  American  Sugar  Refining  Co. 

The  Chairman.  How  long  have  you  been  in  that  business? 

Mr.  Babst.  Since  July  13, 1915. 

The  Chairman.  How  long  have  you  been  acquainted  with  the 
suear  business  ? 

Mr.  Babst.  Since  March  17, 1915. 

The  Chairman.  So  that  your  first  real  connection  with  the  sugar 
business  was  when  you  became  president  of  this  company.  Is  that 
correct  ? 

Mr.  Babst.  Yes;  that  is  correct.  I  gave  the  earlier  date  because 
I  spent  three  months  not  in  the  office  but  utilizing  that  time  to  make 
careful  survey  of  the  sugar  industry  as  it  actually  appeared  in  the 
mercantile  field. 

The  Chairman.  Prior  to  that  what  had  been  your  business? 

Mr.  Babst.  Prior  to  that  time,  from  1894  to  1902,  I  practiced  law 
in  Detroit,  Mich.  From  1902  to  1906  I  practiced  law  m  Chicago  as 
general  counsel  for  the  National  Biscuit  Co.,  an  office  I  held  during 

?art  of  my  period  of  practice  in  Detroit.  In  1906  I  came  to  New 
'ork  Citv  as  general  counsel  of  the  National  Biscuit  Co.,  and  very 
shortly  thereafter  interested  myself  and  my  duties  became  more 
generally  in  line  with  the  business  side  of  the  company  than  with  the 
legal  siae,  so  that  for  a  period  of  five  or  six  years  prior  to  March, 
1915, 1  was  in  charge  of  the  merchandising  and  manufacturing  divi- 
sions of  the  National  Biscuit  Co.,  retiring  from  the  office  of  first 
vice  president  in  order  to  go  to  the  office  of  president  of  the  American 
Sugar  Refining  Co.  I  may  state  that  the  National  Biscuit  Co.  is  one 
of  the  largest  merchandising  corporations  in  this  country;  that  it 
does  a  national  business  from  coast  to  coast  and  from  the  Lakes  to 
the  Gulf,  having  properties  in  more  than  800  cities  and  haying  rela- 
tionships with  more  than  300,000  customers  in  the  distribution  of  its 
products. 

The  Chairman.  In  other  words,  it  is  what  is  commonly  known  as 
the  Biscuit  Trust,  or  the  Cracker  Trust? 

Mr.  Babst.  I  have  not  heard  it  spoken  of  in  that  way  for  a  great 
many  years,  but  it  was  at  one  time  spoken  of  in  that  way. 
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The  Chairman.  When  did  they  cease  talking  of  it  in  that  way  ? 

Mr.  Babst.  It  has  been  some  years  since  I  have  heard  it  spoken  of 
in  that  way. 

The  Chairman.  You  went  from  that  concern  to  the  American 
Sugar  Refining  Co.  f 

Mr.  Babst.  Yes. 

The  Chairman.  The  American  Sugar  Refining  Co.  is  a  consolida- 
tion,  is  it  not,  of  a  large  number  of  other  sugar  refining  companies? 

Mr.  Babst.  As  to  the  organization  of  the  American  Sugar  Refining 
Co.  I  know  nothing  whatever  except  such  as  is  contained,  whether 
correctly  or  incorrectly,  in  financial  manuals,  such  as  you  have  in 
your  hand. 

The  Chairman.  In  your  three  years'  presidency  of  the  company 
you  have  not  learned  how  the  company  was  organized? 

Mr.  Babst.  No  more  than  you  see  it  in  financial  manuals,  Mr.  Chai**- 
man. 

The  Chairman.  Are  you  acquainted  with  its  present  holdinffsl 

Mr.  Babst.  I  am. 

The  Chairman.  At  how  many  places  does  it  own,  in  its  own  nair»o 
directly,  sugar  refineries  ? 

Mr.  Babst.  All  of  its  sugar  refining  properties  are  operated  as  one 
company.  It  owns  directly  in  its  own  name  a  sugar  refinery  at  Boston, 
at  Jersey  City,  and  at  New  Orleans.  It  owns  at  Brooklyn,  N.  Y.,  a 
sugar  refinery  in  the  name  of  the  American  Sugar  Refining  Co.  of 
New  York,  all  the  stock  of  which  is  owned  by  the  parent  company. 
It  also  owns  at  Philadelphia  two  refineries,  both  in  the  names  of  the 
subsidiary  companies,  all  the  stock  of  which  is  owned  by  the  parent 
company ;  and  all  of  the  refineries  are  operated  as  one  company,  the 
subsidiary  companies  being  merely  considered  and  used  as  divisions 
of  the  American  Sugar  Refining  Co. 

The  Chairman.  What  are  the  names  of  those  subsidiary  companies  ? 

Mr.  Babst.  The  names  of  the  two  subsidiary  companies  that  I  did 
not  mention  in  my  answer  as  owning  the  two  refineries  at  Philadel- 

?>hia  are  the  Spreckels  Sugar  Refining  Co.,  owning  the  refinery  at  the 
oot  of  Reed  Street,  and  the  Franklin  Sugar  Refining  Co.,  owning 
the  refinery  at  the  foot  of  Front  Street.  The  latter  refinery  is  a  re- 
serve refinerjj  and  is  held  merely  to  meet  disasters  or  breakdowns  or 
other  calamities.  This  last  refinery,  however,  is  in  order,  ready  to 
operate  at  any  moment,  and  was  operated  during  two  periods  during 
the  last  two  years,  largely  on  export  business. 
The  Chairman.  Are  those  all  the  properties  that  the  company 

owns? 

Mr.  Babst.  It  owns  no  other  sugar  refineries  or  cane-sugar  pro- 
ducing companies  of  any  kind  or  description.  It  has,  however,  a 
stock  investment  interest  amounting  to  25  per  cent  of  the  capital  stock 
of  the  National  Sugar  Refining  Co.,  with  headquarters  at  New  York 
City.  In  this  company,  however,  it  has  no  representation  in  its  man- 
agement or  voice  in  its  affairs. 

The  Chair^can.  No  directors  ? 

Mr.  Babst.  No  directors  or  officers,  and  the  stock  is  held  merely  as 
an  investment,  acquired  many  years  ago,  many  years  before  I  was  an 
officer  of  the  company. 

The  Chairman.  None  of  the  officers  of  the  National,  I  suppose,  are 
in  any  way  connected  with  the  American  or  interested  in  it? 
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Mr.  Babst.  None  of  the  officers  of  the  National  Sugar  Befining  Co. 
are  officers  of  the  American  Sugar  Refining  Co.  nor  of  any  of  its 
subsidiaries. 

The  Chairman.  How  about  being  stockholders? 

Mr.  Babst.  That  is  a  matter  of  \vnich  I  have  no  knowledge. 

The  Chairman.  Do  you  not  know  that  there  is  a  common  stock 
ownership  between  certain  of  the  stockholders  of  those  companies? 

Mr.  Babst.  That  I  do  not  know ;  and,  furthermore,  I  do  not  think 
that  that  is  so. 

The  Chairman.  Very  well.  How  about  your  properties  at  Jersey 
City  ? 

Mr.  Babst.  We  have  a  refinery  at  Jersey  City,  owned  directly  bj 
the  American  Sugar  Eefining  Co. 

The  Chairman.  In  what  name  is  that  owned? 

Mr.  Babst.  Mv  answer  will  cover  that,  Mr.  Chairman.  It  is  owned 
directly  by  the  American  Sugar  Eefining  Co. 

The  Chairman.  What  is  the  name  of  that  refinery? 

Mr.  Babst.  The  Jersey  City  refinery. 

The  Chairman.  When  did  you  change  it  from  the  Matthieson- 
Wiechers  Refinery,  at  Washington  and  Essex  Streets? 

Mr.  Babst.  Those  are  evidently  some  old  names  in  that  manual 
which  are  quite  incorrect. 

The  Chairman.  ^Vhat  is  the  present  name,  then? 

Mr.  Babst.  The  Jersey  City  refinery  of  the  American  Sugar 
Refining  Co. 

The  Chairman.  This  is  the  1917  Poor's  Manual. 

Mr.  Babst.  Well,  that  is  undoubtedly  there  traditionally. 

The  Chairman.  Have  you  mentioned  the  refinery  at  Boston, 
Mass.? 

Mr.  Babst.  It  is  called  the  Boston  refinery  of  the  American  Sugar 
Refining  Co. 

The  Chairman.  It  was  called  the  Standard  refinery,  was  it  not? 

Mr.  Babst.  That  might  be  considered  its  traditional  name,  pos- 
siblv,  and  in  that  book  as  such. 

The  Chairman.  Do  you  own  that  directly  or  do  you  own  stock 
in  it? 

Mr.  Babst.  We  do — we  own  it  directly. 

The  Chahlman.  At  New  Orleans,  the  Louisiana  refinery  you  own 
directly  ? 

Mr.  Babst.  We  do.  That  is  a  new  refinery,  which  was  built  by 
the  American  Sugar  Refining  Co.  at  a  little  place  called  Chalmette, 
on  the  river  near  New  Orleans,  It  was  completed  about  the  vear 
1910. 

The  Chairman.  That  is  called  the  Chalmette  refinery,  is  it  not? 

Mr.  Babst.  It  is  called  the  Chalmette  refinery,  from  the  name  of 
the  town  where  it  is  located,  just  as  the  Boston  refinery  is  called  the 
Uoston  refinery  and  the  Jersey  City  refinery  is  called  the  Jersey  City 
refinery. 

The  Chairman.  There  is  another  refinery,  known  as  the  Louisiana 
refinery,  is  there  not  ? 

Mr.  Babst.  There  is  in  the  city  of  New  Orleans  an  old  refinery, 
which  has  not  been  operated  since  the  new  refinery  located  at  Chal- 
mette was  built,  which  was  built  for  the  purpose  of  providing  mod- 
ern refining  conditions  at  New  Orleans.    The  old  refinery  is  to-day 
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and  has  been  for  three  years  in  the  process  of  being  dismantled  and 
can  not  be  spoken  of  to-day  as  a  refinery. 

The  Chairman.  Did  you  increase  or  decrease  your  capacity  in 
Louisiana  when  you  made  this  change? 

Mr.  Babst.  We  increased  our  capacity  when  we  made  this  change. 

The  Chairman.  At  Brooklyn  now,  the  Havemeyer  &  Elder  Ee" 
finery? 

Mr.  Babst.  That  is  another  traditional  name  which  is  sometimes 
applied  to  the  refinery,  which  I  have  already  described  as  the  Brook- 
lyn refinery. 

The  Chairman.  That  you  control  through  a  stock  ownership,  do 
you  not? 

Mr.  Babst.  The  Brooklyn  refinery  belongs  to  the  American  Sugar 
Refining  Co.,  of  New  York,  a  subsidiary  company,  all  the  stock  of 
which  we  own  and  which  is  operated  purely  as  a  division  of  the 
American  Sugar  Refining  Co. 

The  Chairman.  Have  we  covered  the  Franklin  Sugar  Refin- 
ing Co.  ? 

Mr.  Babst.  Yes;  we  have  covered  everything,  Mr.  Chairman. 

The  Chairman.  How  much  in  dollars  and  cents  do  you  own  of  the 
National  Sugar  Refining  Co.? 

Mr.  Babst.  $2,50i0,000  of  its  capital  stock  out  of  a  total  of 
$10,000,000  in  round  numbers. 

The  Chair3ian.  And  it  controls  how  many  cane  sugar  refineries  in 
the  United  States? 

Mr.  Babst.  It  owns  two  operating  cane  sugar  refineries—one 
located  on  the  Long  Island  water  front  of  Brooklyn  and  the  other 
located  at  Yonkers,  N.  Y.,  on  the  Hudson  River. 

The  Chairman.  It  controls  21  cane  sugar  refineries  in  the  United 
States,  does  it  not  ? 

Mr.  Babst.  It  does  not. 

The  Chairman.  Well,  I  am  reading — the  American  Sugar  Refin- 
injr  Co.  ? 

Mr.  Babst.  Oh !  You  asked  me  about  the  National  Sugar  Re- 
fining Co.. 

The  CiiAinMAN.  I  asked  about  the  American  Sugar  Refining  Co. 

Senator  Vardaman.  No ;  jou  asked  him  about  the  National. 

(By  request  the  reporter  read  the  previous  question  referred  to.) 

The  Chairman.  That  is  correct,  then.    That  is  the  National? 

Mr.  Babst.  The  National. 

The  Chairman.  So  that  the  National  is  a  cane  sugar  refinery  pure 
and  simple? 

Mr.  Babst.  Entirely. 

The  Chairman.  You  have  stated  that  you  own  $2,500,000  of  the 
capital  stock  of  the  National  Sugar  Refining  Co. 

Mr.  Babst.  Out  of  its  total  of  $10,000,000  capital  stock. 

The  Chairman.  Yes;  and  how  manv  cane  sugar  factories  in  the 
United  States  does  that  company  own? 

Mr.  Babst.  The  two  which  I  have  just  mentioned.  If  you  will 
show  me  the  manual,  I  shall  be  glad  to  point  out  any  errors  that  may 
be  there. 

The  Chairman.  What  interest  has  the  American  Sugar  Refining 
Co.  in  beet  sugar  refineries? 
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Mr.  Babst.  While  that  is  being  looked  up  might  I  name  the  cane 
sugar  refineries  in  this  country  in  which  we  have  no  interest,  directly 
or  indirectly? 

The  Chairman.  Well,  you  might,  but 

Mr.  Babst.  I  should  like  to  mention  that  there  are  in  the  United 
States  a  large  number  of  cane  sugar  refining  companies  owning 
cane-sugar  refineries  in  which  the  American  Sugar  fiefining  Co.  has 
no  interest,  directly  or  indirectly.  Those  companies  are  the  Revere 
Sugar  Eefining  Co.,  which  has  a  refinery  at  Boston,  which  is  a  sub- 
sidiary company  largely,  I  am  informed,  of  the  United  Fruit  Co. 
The  active  ofiicer  of  this  company  is  Dwight  P.  Thomas,  vice  presi- 
dent. This  company  is  building  a  new  refinery  at  Boston,  ou  the 
Boston  water  front,  many  times  the  size  of  the  present  refinery, 
which  is  expected  to  be  in  operation  in  June,  1918. 

There  are  at  the  port  oi  New  York  a  number  of  sugar  refining 
companies,  namely,  the  Warner  Sugar  Eefining  Co.,  of  which  Mr. 
C.  M.  Warner  is  president,  which  owns  a  refinery  at  Edgewater,  on 
the  Jersey  shore  of  the  Hudson  River;  the  Federal  Sugar  Refining 
Co.,  of  which  Mr.  Claus  A.  Spreckels  is  president,  which  owns  a 
large  refinery  at  Yonkers,  N.  i . ;  there  are  the  two  refineries  of  the 
National  Sugar  Refining  Co.,  of  which  Mr.  James  H.  Post  is  presi- 
dent, and  in  which  the  American  Sugar  Refining  Co.  has  the  quarter 
interest  in  its  capital  stock,  which  I  have  already  described.  There 
is  also  at  New  1  ork  a  large  su^ar  refinery  owned  by  Arbuckles,  of 
which  Mr.  William  A.  Jamison  is  the  partner  or  sole  owner. 

At  Philadelphia  there  are  two  refining  companies,  the  first  being 
the  Pennsylvania  Sugar  Refining  Co.,  of  which  Mr.  George  H. 
Earle,  jr.,  is  president,  and  the  McCahan  Sugar  Refining  Co..  of 
which  Mr.  William  D.  McCahan  is  president. 

In  New  Orleans  there  is  the  Henaerson  Sugar  Refining  Co.,  owned 
by  William  Henderson  &  Sons.  There  is  also  the  Colonial  Sugar 
Refining  Co.,  of  which  Mr.  John  Farr  is  president. 

Senator  Vardaman.  Where  is  the  last  located? 

Mr.  Babst.  Just  near  New  Orleans. 

There  is  at  Sugarlands,  Tex.,  the  Imperial  Sugar  Refining  Co.,  of 
which  Mr.  C.  D.  Kempner,  of  Galveston,  is  president. 

In  San  Francisco  Harbor  there  are  two  sugar  refining  companies, 
the  Western  Sugar  Refining  Co.,  of  which  Mr.  John  D.  Spreckels  is 
president,  and  the  California  &  Hawaiian  Sugar  Refining  Co.,  the 
active  officer  of  which  is  Mr.  Wallace  Alexander,  vice  president. 

There  are  also  in  Louisiana  two  other  sugar  refining  companies 
that  should  be  mentioned — the  Godchaux  Sugar  Refining  Co.,  which 
is  building,  as  I  understand,  a  bone-black  house,  which  brings  it 
strictly  within  the  definition  of  a  cane-sugar  refining  company 

The  Chairman.  They  are  just  building  it? 

Mr.  Babst.  They  are  operating,  however,  as  refiners,  and  are  par- 
ties to  the  agreement  with  the  Food  Administrator.  There  is  also 
another  refining  company  in  Louisiana,  a  party  to  the  agreement 
with  the  Food  Administrator,  and  called,  I  think,  the  Sterling  Sugar 
Refining  Co. 

There  has  recently  been  put  in  operation  at  Savannah.  Ga.,  a  ne\v 
sugar-refining  company  called  the  Savannah  Sugar  Refining  Co. 
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All  of  these  companies  have  very  largely  increased  their  capaci- 
ties in  recent  years,  and  in  the  aggregate  represent  about  60  per  cent 
of  the  sugar  refining  business  oi  the  country. 

The  Chairman.  And  your  company? 

Mr.  Babst.  Our  company  represents  40  per  cent  of  the  cane  sugar 
refining  business  of  the  country,  and  represents  about  one-third  of 
the  entire  sugar  business  of  the  country,  counting  in  the  beet  sugar 
output. 

The  Chaibman.  I  asked  you  to  give  me  the  companies  and  extent 
of  your  interest  engaged  in  the  beet  sugar  business,  and  you  said  to 
me  that  while  that  was  being  prepared  you  wanted  to  give  the  answer 
which  you  have  just  given.  You  had  those  figures  that  you  now 
have  in  your  hand  then  before  you,  did  you  not,  all  prepared? 

Mr.  Babst.  They  were  prepared,  but  were  not  in  my  hand,  as  they 
^ere  being  obtained  from  our  papers,  of  which  we  have  many  here. 

The  Chairman.  Very  well;  proceed.  It  is  immaterial.  I  diought 
I  saw  it  there.    Go  ahead. 

Mr.  Babst.  I  only  wish  to  help,  Mr.  Chairman. 

The  Chairman.  Certainly. 

Mr.  Babst.  And  if  you  do  not  object,  I  will  indulge  myself  a  little 
bit  to  give  you  the  facts  which  I  Imow  you  want  to  obtain. 

Senator  Jones.  Mr.  Chairman,  as  I  understand  the  situation,  this 
witness  comes  here  as  a  volunteer,  and  evidently  has  information  of 
his  own  which  he  desires  to  present.  I  do  not  understand  that  he  is 
called  for  the  purpose  of  cross-examination  by  the  chairman. 

The  Chairman.  I  was  not  cross-examining  him.  I  was  examining 
him  on  a  certain  line.  We  are  stopping  here  about  a  very  immaterial 
matter.  I  was  examining  him  on  a  certain  line,  and  asked  him  a 
question,  and  he  said  he  wanted,  while  that  information  was  being  ob- 
tained, to  answer  another  matter.  I  consented,^  and  I  thought,  when 
I  saw  him  pick  up  the  paper,  that  that  was  a' paper  before  him  at 
the  time.  The  witness  says  it  was  not  before  him  and  that  settles 
the  matter. 

Mr.  Babst.  It  was  not.  The  papers  that  I  had  were  here,  and 
relate  to  other  matters. 

The  Chairman.  Very  well.    Please  answer  the  question  now. 

Mr.  Babst.  The  American  Sugar  Refining  Co.  holds  to-day,  solely 
as  an  investment,  without  any  representation  in  the  management  as 
officers  or  on  the  boards  of  directors,  an  investment  interest  in  six 
beet  sugar  companies,  one  of  these  companies  not  being  in  operation 
for  many  years. 

The  active  companies  are  the  following : 

The  Alameda  Sugar  Co.  of  California,  the  par  value  of  the  shares 
owned  by  the  American  Sugar  Befining  Co.  being  $371,250  of  its 
total  capital  of  $1,600,000. 

The  Continental  Sugar  Co.  of  Ohio,  where  it  owns  $519,800  of  the 
total  capital  of  $1,732,400. 

The  Great  Western  Sugar  Co.  of  Denver,  Colo.,  where  it  owns 
$8,808,800  of  its  total  capital  of  $30,000,000. 

The  Iowa  Sugar  Co.,  which  has  not  operated  for  years,  and  which 
has  a  dismantled  plant,  and  is  a  liability,  I  might  say. 

Senator  Kenton.  At  Waverly  ? 
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Mr.  Babst.  At  Waverly,  Iowa.  It  owns  $416,500  of  the  capital  of 
$550,000,  and  holds  the  liabilities  of  that  company  amounting  to 
more  than  $400,000,  which  explains  my  remark  that  it  was  a  liability 
and  not  an  asset. 

Senator  EIenyon.  Why  was  that  closed t 

Mr.  Babst.  That  I  do  not  know.  Senator  Kenyon.  That  was  the 
condition  in  which  I  found  it  when  I  came  into  office. 

Senator  Kenton.  They  have  a  very  extensive  plant  there. 

Mr.  Babst.  I  never  have  seen  it. 

Senator  Vardaman.  Has  that  company  ever  been  operated  by  the 
American  Sugar  Kefining  Co.,  the  one  that  is  now  dismantled,  in 
Iowa? 

Mr.  Babst.  I  do  not  know,  Senator  Vardaman.  All  of  these  com- 
panies made  use  of  the  talent  and  financial  resources  of  the  Ameri- 
can Sugar  Befining  Co.,  but  not  for  many  years. 

Senator  Vardaman.  Was  it  built  by  the  American  Sugar  Kefining 
Co.? 

Mr.  Babst.  That  I  could  not  say. 

Senator  Vardaman.  You  do  not  know? 

Mr.  Babst.  But  it  was  built  largely  with  its  money. 

Senator  Kenton.  Why  was  that  built  out  in  Iowa,  have  you  any 
idea? 

Mr.  Babst.  That  I  do  not  know. 
*  Senator  Kenton.  They  were  not  raising  many  sugar  beets  in  Iowa. 

Mr.  Babst.  I  do  not  kntow.  I  know  nothing  about  the  sugar-beet 
business,  and  never  have. 

Senator  Kenton.  You  do  not  know  who  built  that? 

Mr.  Babst.  I  do  not.  My  recollection  is  that  that  plant  was 
moved  there  from  Michigan. 

Senator  Vardaman.  \on  do  not  know  that  it  was  purchased 
by  the  company  of  which  you  are  now  president,  and  closed  up. 

Mr.  Babst.  I'hat  I  do  not  know. 

Senator  Vardaman.  Or,  rather,  dismantled? 

Mr.  Babst.  No.  It  also  owns  in  the  Spreckels  Sugar  Befining  Co. 
of  California,  $2,500,000,  with  a  total  capital  stock  of  $5,000,000.  In 
other  words,  its  interest  in  beet  sugar  companies  in  this  country 
amounts  to  $16,500,000  out  of  a  total  of  $50,000,000  of  the  capital 
stock  of  these  six  companies,  using  round  figures.  Stated  another 
way,  the  American  Sugar  Befining  Co.  has  investment  interests  rep- 
resented by  the  par  value  of  shares  to  the  amount  of  $16,000,000  out 
of  a  total  capitalization  of  all  beet  sugar  companies  in  this  country, 
amounting  to  $120,000,000. 

The  Chairman.  What  proportion  of  the  beet  sugar  of  the  country 
is  produced  by  these  factories  that  the  American  is  interested  in? 

Mr.  Babst.  We  would  have  to  prepare  a  table  to  submit  to  you  to 
answer  that  question  as  you  state  it. 

The  Chairman.  Before  I  leave  the  subject,  I  want  to  ask  you  now 
if  you  are  perfectly  sure  that  the  American  Sugar  Kefining  Co.  has 
not  a  control,  either  by  agreement,  through  common  stock  ownership 
or  through  financial  entanglements,  with  other  sugar-refining  com- 
panies than  those  you  have  included  as  within  its  control  I 

Mr.  Babst.  It  has  no  relationship  directly  or  indirectly  with  any 
other  sugar  refining  company  in  the  United  States,  asidfe  from  the 
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National  Sugar  Befining  Ca,  in  which  it  has  an  investment  interest 
of  $2,500,000  out  of  a  total  capitalization  of  $10,000,000.  It  is  proper 
to  state  diat  at  one  time  the  company  did  have  a  50  per  cent  invest- 
ment interest  in  the  National  Sugar  Refining  Co.,  but  offered  all 
of  its  investment  interests  to  its  old  stockholders,  and  the  stockholders 
availed  themselves  of  that  opportunity  to  the  extent  of  purchasing  25 
per  cent  or  one-half  the  investment  interests  held  by  the  American 
Sugar  Eefining  Co.,  so  leaving  to-day  a  balance  of  25  per  cent,  or 
$2,500,000  ownership  interest  in  the  capital  stock  of  the  National 
Sugar  Befining  Co. 

The  Chairman.  You  spoke  of  the  par  value  of  the  stock  in  these 
beet-sugar  companies  in  which  your  company  is  interested.  What 
is  the  market  value? 

jMt.  Babst.  In  many  of  these  companies  the  market  value  is  much 
larger  than  the  par  value  which  I  have  given ;  in  some  of  these  com- 
panies it  is  lower  than  the  par  value  which  I  have  given ;  but  the  in- 
terest of  the  American  Sugar  Kefining  Co.  in  these  beet  properties 
naturally  is  as  well  represented  by  comparing  par  value  of  shares 
owned  with  total  capital  as  it  would  be  to  take  the  market  value  of 
the  shares  owned  and  ocmpare  that  with  the  market  value  of  the 
total  capital  stock. 

The  Chairman.  Oh,  that  is  undoubtedly  true,  if  you  are  speaking 
solely  from  the  standpoint  of  control ;  but  if  you  are  speaking  of  the 
value  of  properties  owned  by  the  American  Sugar  Eemiing  Co.,  then 
of  course  the  market  value  becomes  a  factor,  and  that  is  the  reason 
I  asked  it. 

Can  you  give  me  those  fibres? 

Mr.  Babst.  I  could  not  give  them  to  you  offhand. 

The  Chairman.  Are  there  any  directors  of  your  company  who  are 
stockholders  or  directors  in  other  companies  not  controlled  by  your 
company  ? 

Mr.  Sabst.  There  are  no  directors  of  our  company  that  are  direc- 
tors of  any  cane-sugar  refining  company  or  of  any  beet-sugar  com- 
panies. So  far  as  the  stockholdings  of  directors  in  any  of  these 
companies  are  concerned  I  have  no  personal  mf  ormation,  one  way  or 
the  other,  but  I  am  strongly  of  the  impression  that  there  is  no 
financial  investment  of  that  character  on  the  part  of  the  company. 

Senator  Jones.  These  various  beet-sugar  companies  have  bond 
issues,  have  they  not  ? 

Mr.  Babst.  Ther^  is  only  one  that  has;  that  is  the  Continental 
Sugar  Ca  of  Ohio,  which  has  a  bond  issue ;  and  of  this  bond  issue  the 
American  Sugar  Befining  Co.  made  a  purchase  some  years  ago  for 
the  purpose  of  providing  them  with  a  larger  working  capital.  The 
amount  of  that  is  not  on  this  table,  but  should  be  stated ;  but  of  it  I 
have  not  at  this  moment  an  accurate  recollection,  although  it  is  my 
impression  now  that  it  is  about  $400,000. 

Senator  Jokss.  What  was  the  method  of  financing  of  those  beet- 
sugar  companies  in  the  West?  Did  they  not  have  bond  issues  or  pre- 
ferred stock,  or  something  of  that  sort? 

Mr.  Babst.  Of  course,  as  I  have  stated,  I  know  nothing  about  the 
connection  of  the  American  Sugar  Befining  Co.  and  this  old  his- 
tory relating  to  these  beet-sugar  compfinies  except  what  is  of  com- 
mon knowkoge  to  everybody,  namely,  that— — 
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Senator  Jone9.  What  I  am  trying  to  get  is,  to  supplement  the  idea 
of  the  chairman  of  the  committee  as  to  your  control,  whether  you 
have  bond  investments  in  those  concerns  which  give  you  an  interest 
in  addition  to  that  represented  by  the  stock. 

Mr.  Babst.  We  have  no  other  investment  in  anv  of  these  com- 
panies aside  from  what  I  have  named,  except  this  oond  investment 
which  we  had  overlooked,  very  unfortunately,  in  the  Continental 
Sugar  Co. 

The  Chairman.  Do  you  mean  also  to  say  by  that,  that  you  have  no 
kind  of  understandings  or  working  agreements  with  these  other 
companies  ? 

Mr.  BABst.  I  mean  most  emphatically  to  have  it  so  understood. 
The  American  Sugar  ReJBning  Co.  for  some  years,  and  long  before 
I  became  its  president,  took  no  part,  directly  or  indirectljr^  in  the 
management  or  the  affairs,  whether  operating  matters  or  nnancial 
matters,  of  any  of  the  beet-sugar  companies  in  which  it  owned  stock 
What  interest  it  had  was  the  remnant  of  larger  interests  acquired 
many  years  before,  but  now  remaining  in  the  treasury  of  the  com- 
pany merely  as  an  investment,  in  the  same  way  that  it  might  properly 
have  an  investment  in  the  Pennsylvania  Railroad. 

The  Chairman.  Your  company,  after  the  trust  litigation  was 
begun,  unloaded  some  of  its  property  and  sold  it? 

Mr.  Babst.  The  American  Sugar"  Refining  Co.  has  been  selling 
its  investments  in  beet-sugar  properties  for  some  years  past.  In  fact, 
since  I  have  come  into  office  we  have  sold  our  investment  interest 
in  at  least  one  company. 

The  Chairman.  What  company  was  that? 

Mr.  Babst.  That  company  was  the  Menominee  River  Sugar  Co., 
of  Menominee,  Mich. 

The  Chairman.  When  did  you  sell  the  Western  Sugar  Refining 
Co.? 

Mr.  Babst.  That  was  sold  some  vears,  or  several  years,  before  I 
became  an  officer  of  the  American  iSu^ar  Refining  Co. 

The  Chairman.  You  are  not  familiar  with  that  transaction? 

Mr.  Babst.  I  am  not,  Mr.  Chairman. 

The  Chairman.  How  many  of  the  directors  and  officers  of  your 
company,  the  American,  and  of  these  subsidiary  companies  which 
you  say  you  control;  own  sugar  lands? 

Mr.  Babst.  So  far  as  I  know,  there  is  but  one  director  of  the 
American  Sugar  Refining  Co.  that  has  any  interest  in  sugar  lands  or 
raw-sugar  properties.  The  company  itself  has  no  interest,  directly 
or  indirectly,  in  raw  sugar  lands  or  raw  sugar  productions. 

The  Chairman.  I  was  asking  about  officers  or  men  who  were 
financially  connected  with  your  company.  You  say  there  is  one 
director? 

Mr.  Babst.  Yes. 

The  Chairman.  How  about  other  men  who  are  heavy  stockholders 
or  officers? 

Mr.  Babst.  There  is  but  one  director,  and  no  officer,  of  the  Ameri- 
can Sugar  Refining  Co.  that  has  any  interest. 

The  Chairman.  How  about  heavy  stockholders? 

Mr.  Babst.  There  are  no  heavy  stockholders  that  have  any  interest 
in  raw  sugar  properties  that  I  know  of.    We  have  20,000  stockhold- 
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«rs,  and  the  average  holding  of  our  stockholders  is  47^  shares  apiece. 
One-half  of  our  stockholders  are  women,  largely  New  England  school- 
teachers, Mr.  Chairman. 

The  Chairman.  Yes;  I  thought  the  New  England  school-teacher 
would  get  in. 

Mr.  %AB8T.  I  have  occasion  to  note  that  fact  frequently,  as  the 
president  of  the  company. 

The  Chairman.  I  am  simply  referring  to  it.  pleasantly. 

^Ir.  Babst.  You  might  leave  that  out  then. 

The  Chairman.  No:  that  is  all  right.  Who  is  this  director  you 
refer  to? 

Mr.  Babst.  This  director  I  refer  to  is  Mr.  Edwin  F.  Atkins,  who 
owns  several  raw  sugar  properties  in  Cuba,  some  of  which  I  know 
have  been  inherited  by  him  from  his  family  many,  many  years  ago. 

The  Chairman.  What  is  the  extent  of  these  holdings?  You  say 
ho  owns  several  properties.     Of  course  that  leaves  it  very  indefinite. 

Mr.  Babst.  That,  of  course,  I  do  not  know. 

Senator  Kenyon.  What  are  the  holdings  of  the  New  England 
school-teachers;  have  you  those?     What  per  cent  do  they  amount  to? 

Mr.  Babst.  One-half  of  our  stockholders  are  women. 

The  Chairman.  In  amount  or  in  number  of  stockholders? 

Mr.  Babst.  In  number  of  stockholders. 

The  Chairman.  How  about  the  amount  of  stockholding?  Since 
vou  have  started  that  line  of  investigation,  let  us  confine  it  to  the 
Xew  England  school-teachers. 

ilr.  Babst.  Of  course  I  can  not  accurately  follow  the  pleasantries 
which  have  passed  back  and  forth,  but  I  can  give  quite  accurate  in- 
formation as  to  our  stockholders,  and  where  they  are  located,  as 
between  the  New  England  and  the  other  States.  I  have  a  table  here 
which  shows  the  numbers  of  our  stockholders  in  every  State  of  the 
Union,  as  well  as  in  foreign  countries. 

The  Chairman.  Does  it  show  the  number  of  their  shares? 

Mr.  Babst.  It  shows  the  number  of  stockholders,  the  share  hold- 
ings of  that  number,  and  the  par  value  of  the  stock. 

The  Chairman.  Does  it  show  the  number  of  each  or  the  aggregate? 

Mr.  Babst.  The  aggregate  by  States  and  countries,  and  by  large 
divisions  of  the  country  it  shows  as  of  December  1,  1916 

The  Chairman.  I  do  not  think  we  need  to  go  into  that.  Do  we 
care  anything  about  that? 

Senator  Kenton.  No:  I  think  not. 

Mr.  Babst.  I  would  like  to  submit  the  table  as  we  have  it  here. 

The  Chairman.  Verv  well,  vou  can  submit  that. 

Senator  Kenton.  Is  a  substantial  number  of  the  stockholders 
women  ? 

Mr.  Babst.  One-half,  and  55  per  cent  of  the  total  are  in  New  Eng- 
land. 

The  Chairman.  You  do  not  mean  to  say  that  women  own  one-half 
of  your  stock? 

Mr.  Babst.  I  do  not.  I  say  that  of  the  total  number  of  20,000 
stockholders,  10,000  are  women. 

Senator  Vardaman.  Have  you  the  information  convenient  as  to 
tho  nmount  thev  own,  what  percentage  of  the  stock  ? 

Mr.  Barst.  I  have  not.    I  present  the  table  I  refer  to. 

(The  table  referred  to  is  here  printed  in  full,  as  follows:) 
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Exhibit  No.  88. 

TAst  nhotc4nff  the  numher  of  atoekhnldern,  preferred  and  common,  an  of  Dec.  ' 
J 9 IS,  of  the  American  Sugar  Refining  Co,  and  their  holdings  in  the  variouM 
Btate$  of  the  United  States  and  in  foreign  countries. 


New  Eni^lsiid  States: 

Maine 

New  Hampshire 

Vermont 

Massadiosetts 

Rhode  Island 

Conneeticnt 

North  Atlantic  States: 

NewYork 

New  Jersey 

Pennsvl  vsmia 

Maryland 

Delaware 

Central  States: 

Ohio 

Indiana 

Illinois 

Iowa 

Wisconsin 

Minnesota 

Mlchii^n 

Missouri 

Southern  States: 

VirRlnia 

West  Virginia 

Alabama 

OecHtda 

North  TaroUiia 

South  Carolina 

Oklahoma 

Florida 

Tennessee 

Mississippi 

Arkansas 

Louisiana 

Texas 

Kentucky 

District  of  Columbia. 
Western  States: 

North  Dakota 

Kansas 

Nebraska 

Idaho 

Arizona 

New  Mexico 

Colorado 

Utah 

Montana 

Wyoming 

Washington 

Oregon 

California 

Forei^  countries: 

Switzerland 

Belgium 

Scotland 

France 

Spain 

Germany 

Holland 

Italy 

Greece 

England 

Canada 

Ireland 

Haiti 

Cuba 

Porto  Rico 

Hawaiian  Islands. . . 

Philippine  Islands. . 

Japan 


Number 
of  stock- 
holders. 


689 

1,764 

367 

296 
601 

8»168 

441 

4» 

100 

12 

117 
27 

135 
16 

2a 

21 
56 

58 

30 
7 
4 

20 

IS 

4 

2 

30 

5 

5 

1 

38 

12 

10 

HI 

3 
4 
9 
1 
2 
4 

80 
3 
8 
2 

15 

8 

111 

2 
1 
2 
8 
1 
3 
1 
1 
1 

18 
84 
1 
1 
2 
6 
4 
1 
1 


Share 
koldlncs. 


Par  value  oC 
stock. 


10^207 
40,289 
8,006 
393,366 
13,814 
20,060 

396.146 

90,394 

43,823 

6,563 

1,332 

4,234 
601 

5,863 
566 

1,264 
466 

1,391 

2,380 

1,231 

482 

145 

551 

215 

45 

26 

620 

161 

152 

30 

2,004 

166 

059 

3,802 

42 
70 

355 
10 

105 
84 
1,658 
45 
60 
62 

148 

581 
4,509 

37 
30 
93 

382 
15 

100  , 
10  I 
66 
15 

871  I 
2,126 
10 
10 
22 
21 
00 
7 
10 


Total 

Outstanding  script. 


18,049 


fiOQ  001 

6 


Total. 


900.000 


81,030,700 

4,028,900 

800,600 

39,336,500 
1,381,400 
2,006,000 

30,614,000 

3,039,400 

4,332,300 

556,800 

133,900 

423.400 
60,100 

536,300 
56,600 

126,400 
46,600 

189.100 

238,000 

123,100 
48,200 
14,500 

55,100 

21,500 

4,600 

2,600 

63,000 

15,100 

15,300 

3,000 

300,400 

16,600 

05,000 

380,300 

4,300 
7,000 

35,500 
1,000 

10,500 
8,400 
165,800 
4,500 
6,000 
6,300 

14,  WO 

58,100 
450,900 

3,700 
3,000 
0,300 

38,200 
1,500 

10,000 
1,000 
6,600 
1,500 

87,100 
312,600 
1,000 
1,000 
2,200 
3,100 
0,000 
700 
1,000 


PsTpeBt* 
holdlns 


V\ 


^ 


li 


iofl 


|oa 


Average  holding,  40}  shares  per  stockholder. 
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The  Chaibman.  When  were  you  first  talked  to  by  any  person  in 
authority  about  becoming  connected  in  any  way  with  the  Food 
Administration  ? 

^Ir.  Babst.  It  'Nvas  on  one  of  several  days  immediately  preceding 
September  20,  1917. 

The  Chairman.  Previously  to  that  time  had  you  had  any  con- 
ference with  the  Food  Administration  or  any  written  communica- 
tion? 

Mr.  Babst.  On  several  occasions  prior  to  this  date  I  had  had  con- 
ferences with  Mr.  Hoover,  at  his  invitation. 

The  Chairman.  When  was  the  earliest  of  those  conferences? 

Mr.  Babst.  Within  10  days  or  two  weeks  of  his  arrival  in  Wash- 
ington from  abroad. 

The  Chairman.  For  the  sake  of  getting  matters  in  chronological 
order.  1  tliink  1  may  state  that  Mr.  Hoover  arrived  here  on  Mav  4, 
according  to  the  best  information  I  have. 

Mr.  Babst.  That  is  my  recollection. 

The  Chairman.  He  appeared  before  the  Agricultural  Committee 
of  the  Senate  on  May  7.  How  soon  after  the  arrival  of  Mr.  Hoover 
did  you  have  your  first  conference  with  him  ? 

Mr.  Babst.  Within  10  days,  as  I  now  remember  it. 

The  Chairman.  At  that  time  did  you  take  up  the  question  of.  in 
anv  way,  connecting  yourself  with  the  Food  Administration  ? 

Mr.  Babst.  The  matter  of  my  being  connected  with  the  Food 
Administration  was  never  broached  to  me  until  a  few  days  before 
September  20.  I  was  asked  a  great  many  Questions ;  in  fact,  my  con- 
ferences with  Mr.  Hoover  consisted  entirely  of  answering  his  ques- 
tions as  to  sugar  conditions  in  this  country:  and  also  he  asked  me 
questions  relating  to  the  effect  of  the  export  business  on  our  Ameri- 
can markets. 

The  Chair3ian.  You  did  discuss  with  Mr.  Hoover  the  effect  of 
the  export  business  on  our  American  market? 

Mr.  Babst.  Yes ;  we  did. 

The  Chairman.  You  discussed  that  early  in  your  conference? 

ilr.  Babst.  We  did;  and  I  explained  to  Mr.  Hoover  very  thor- 
oughly, in  answer  to  his  questions,  the  very  strong,  almost  over- 
whelming, demand  which  had  been  present  m  our  market,  starting 
from  the  middle  of  the  month  in  February,  explaining  to  him  the 
sugar-famine  sensational  stories  that  had  peen  circulated  through 
the  country  in  February  and  March,  and  even  into  part  of  April. 

Senator  Jones.  Do  you  mean  the  strong  export  demand  ? 

Mr.<  Babst.  Xo  ;  I  mean  the  strong  domestic  demand.  T  also  ex- 
plained to  him  the  great  tendency,  which  was  very  plainly  defined, 
of  consumers  to  hoard  sugar.  I  also  explained  to  him  the  steps  which 
we  were  taking  to  combat  this  abnormal  market  condition  which  had 
faced  us  since  the  month  of  February. 

The  Chairman.  You  say  that  the  sugar  famine  was  predicted  as 
early  as  the  month  of  February — ^I  mean,  predicted  in  a  public  way, 
so  that  it  would  affect  the  public  mind  ? 

Mr.  Babst.  The  chairman  has  misunderstood  mv  answer.  T  said 
I  explained  to  Mr.  Hoover  the  effect  of  the  sugar- famine  stories,  the 
sensational  and  alarming  reports  which  had  been  put  out  in  the 
months  of  February  and  March,  and  even  into  the  early  part  of  April, 
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which  had  caused  an  alarm  among  consumers,  and  pointed  out  to  him 
the  steps  which  we  had  taken  to  allay  that  alarm. 

The  Chairman.  I  think  I  did  not  misunderstand  you. 

Mr.  Babst.  Which  steps  consisted  of  assuring  the  people  of  the 
country  by  a  large  advertising  campaign  that  at  that  time  there  were 
ample  stocks  of  raw  and  re&ied  sugar  in  the  country  to  meet  the 
country's  normal  demands.  The  word  "  famine  "  which  I  used  did 
in  no  way  refer  to  the  conditions  which  have  developed  in  this 
country  during  the  fall  months  of  this  year. 

The  Chairman.  Could  we  just  abbreviate  the  answers  a  little  bit. 
because  I  think  we  will  get  along  faster?  Did  you  tell  Mr.  Hoover 
in  these  earlj^  conferences  that  there  was  any  danger  of  large  de- 
mands of  sugar  being  taken  out  of  the  American  supply — exported! 

Mr.  Babst.  I  told  Mr.  Hoover  at  the  end  of  June  that  bv  reason  of 
the  proposed  action  of  the  United  States  Senate  in  repealing  the 
drawback  provision  of  the  tariff  act,  as  well  as  imposing  an  excise 
tax  of  half  a  cent  a  pound  on  both  export  and  domestic  sugar,  there 
was  grave  danger  or  foreign  countries  taking  alarm,  with  the  pros- 
pect of  being  sTiut  oif  from  taking  refined  sugar  from  American  re- 
fineries, through  which  they  had  been  purchasing  for  several  years; 
and  in  order  to  get  their  supplies,  of  going  direct  to  Cuba  and  in  that 
way  buying  so  heavily  as  to  deprive  this  country  of  its  supply  of  raw 
sugars,  which  would  bring  about  or  threaten  to  bring  about  a  dis- 
turbing and  troublesome  situation  for  the  United  States  in  the  fall 
months. 

The  Chairman.  When  did  vou  tell  Mr.  Hoover  that? 

Mr.  Babst.  It  was  during  tlie  last  days  of  June. 

The  Chairman.  Prior  to  that  you  had  not  anticipated  any  such 
t  rouble  ? 

Mr.  Babst.  I  had  not  anticipated  any  such  trouble  until  the  28th 
or  29th  of  June. 

The  Chairman.  This  rebate,  to  put  it  in  a  word,  amounts  to  thi<. 
as  I  understand  it^  that  if  sugars  are  purchased  by  the  American 
refiner  in  Cuba  and  brought  to  this  country  they  pay  a  duty ;  is  it  of 
1  or  IJ  cents? 

Mr.  Babst.  From  Cuba  it  is  1.02,  in  round  numbers. 

The  Chairman.  And  if  they  are  refined  here — ^we  will  say  in  your 
refinerv  or  in  the  refinerv  of  anvone  else — and  then  sold  to  be  sent 
abroad,  99  per  c.ent  of  that  import  tax  is  rebated? 

Mr.  Babst.  Yes. 

Senator  Lodge.  The  Government  takes  1  per  cent. 

The  Chairman.  If  that  law  stood,  ordinarily  speaking,  the  foreign 
purchasers  would  purchase  your  refined  sugars  because  they  obtained 
them  practically  duty  free  ?    That  would  be  the  case  ? 

Mr.  Babst.  Exactly  the  same  as  if  those  sugars  were  milled  in 
transit;  just  as  wheat  from  Canada  is  milled  in  transit  through  the 
Minneapolis  mills,  for  the  Liverpool  market. 

The  Chairman.  If  that  drawback  law  were  repealed,  then  the 
foreign  purchaser  would  naturally  go  to  Cuba  and  buy  the  raw  mate- 
rial instead  of  coming  to  the  refiners  of  this  country  and  buying  the 
refined  article? 

Mr.  Babst.  Exactly,  and  the  foreign  countries  would  also  seek  to 
buy  their  refined  sugar  under  the  present  world  conditions  in  the 
Canadian  market,  where  there  are  six  cane  sugar  refineries  with  an 
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over  capacity  of  600,000  tons  a  year.  It  happened  that  when  the 
repeal  of  the  drawback  was  proposed  and  progressed  to  the  point 
that  it  was  seriously  considered,  foreign  buyers  did  go  to  Canada 
and  buy  refined  sugar  for  export,  to  the  amount  of  75,000  tons  more 
thaji  they  had  purchased  from  Canada  in  1916. 

The  Chairman.  I  ask  you  to  kindly  confine  yourself  to  the 
answers. 

Mr.  Babst.  I  want  to  give  you  all  the  facts. 

The  Chairman.  I  understand;  but  the  amount  of  it  all  was  this: 
If  the  rebate  was  not  repealed,  foreigners  would  buy  refined  sugars 
through  the  refineries  here.  It  the  rebate  was  repealed  they  would 
buy  the  raw  materials  in  Cuba  or  elsewhere. 

Mr.  Babst.  That  is  true  for  the  reason  that  the  repeal  of  the 
drawback  and  the  imposing  of  an  excise  tax  of  half  a  cent  a  pound 
would  increase  arbitrarily  the  price  of  American  refined  sugar  in 
the  world's  market  over  1^  cents  a  pound. 

The  Chairman.  If  the  drawback  was  repealed  that  change  would 
deprive  the  American  sugar  refiner  of  the  profit  of  refining,  but  it 
would  not  increase  the  demand  for  Cuban  sugars  a  single  pound- 
would  it?  In  other  words,  England,  desiring  100,000  pounds  oi 
sugar,  would  come  and  get  it  on  this  side  of  the  ocean.  If  the  draw- 
back had  been  repealed  they  would  go  to  Cuba  and  buy  raw  ma- 
terial; if  the  drawback  had  not  been  repealed  they  would  buy 
sugar  from  you  and  other  refiners  that  you  had  obtained  from  Cuba ; 
but  the  repeal  of  the  drawback  would  not  increase  the  world  con- 
sumption of  sugar  a  bit,  would  it? 

Mr.  Babst.  To  give  you  the  short  answer  you  suggested,  one  can 
only  judge  of  the  effect  by  th'3  results.  England,  and  by  that  I  mean 
the  Ro5"al  Commisison  on  the  Sugar  Supply,  acting  for  Enfi^land, 
France,  and  Italy,  did  go  to  Cuba,  and  bought  more  than  200,000  tons 
of  sugar  over  its  purchases  of  1916. 

The  Chairman.  And  decreased  its  purchases  in  refined  sugar  to 
the  same  amount  ? 

Mr.  Babst.  Decreased  its  purchases  in  the  American  market  to  the 
extent  of  300,000  tons,  refined.  In  the  present  case  the  sugar  pur- 
chased by  England  to  the  excess  amount  of  200,000  tons  was  the 
sugar  which  ordinarily  would  have  come  to  this  country  in  the  fall 
months  of  this  year. 

The  Chairman.  Exactly ;  and  in  the  meantime  you  had  sold,  with 
full  knowledge  of  this  situation,  large  quantities  of  sugar  yourself 
for  shipment  abroad;  had  you  not? 

Mr.  jBabst.  We  have  sold  for  shipment  abroad  during  the  year 
1917  a  total  of  121,000  tons  out  of  a  total  export  of  423,000  tons. 
Practically  all  of  these  sales  were  made  prior  to  June  28.  In  this 
total  of  121,000  tons  I  have  mentioned  there  were  two  sales  made 
subsequent  to  June  28 — one  of  5,000  tons  on  July  3,  and  one  of 
15,000  tons  on  July  5.  The  circumstances  relating  to  these  two  sales 
were  as  follows.    It  is  quite  important. 

Senator  Jjodge.  These  were  all  before  the  Senate  had  acted  on  the 
drawback? 

Mr.  Babst.  Yes.  The  British  Royal  Commission  explained  to  us 
privately  that  they  had  lost  a  number  of  sugar  ships  by  submarine 
Finkings,  and  made  a  special  plea  to  us  to  give  them  sugar  so  that 
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it  might  be  used  in  the  canning  season  of  Great  Britain,  especially 
in  making  the  jams  so  important  for  the  British  soldiers^  raticms. 

The  Chairhan.  You  of  course  knew  what  sugar  you  had  shipped 
and  what  sugar  you  had  contracted  to  be  sent  abroad.  You  also 
knew  approximately  what  the  other  refiners  of  the  country  were 
doing,  did  you  not? 

Mr.  Babst.  We  had  no  information  as  to  anybody  except  our- 
selves, other  than  the  customary  official  customs  figures  published 
by  the  Treasury  Department. 

The  Chairman.  les;  and  you  followed  those,  and  thus  were  able 
to  know — I  do  not  mean  you  knew  in  any  improper  way,  but  you 
did  have  a  knowledge  of—iow  much  sugar  was  gomg  abroad  ? 

Mr.  Babst.  Only  m  this  way. 

The  Chairman.  Well,  that  way  is  pretty  complete,  is  it  not? 

Mr.  Babst.  No  ;  because  customhouse  figures,  especially  in  the  pa^^t 
summer,  have  been  published  30  and  60  days  after  clearances  have 
been  made. 

The  Chairman.  Did  you  not  have  another  source  of  information 
through  the  su^ar  brokers,  the  men  that  handle  these  large  quantities 
of  goods  for  shipment  abroad,  or  through  the  royal  commission  that 
seems  to  have  talked  with  you  or  that  ^''ou  talked  with  about  it? 

Mr.  Babst.  We  had  no  accurate  information.  There  is  street 
gossip  which  we  do  not  and  can  not  rely  upon  in  such  matters. 

The  Chairman.  I  do  not  want  to  get  into  any  misunderstanding 
because  of  terms.  I  am  not  assuming^ that  you  knew  absolutely,  but 
I  am  asking  you  if  in  a  general  way  you  did  not  keep  yourself  posted 
in  regard  to  the  commitments  or  consignments  of  sugar  for  European 
use. 

Mr.  Babst.  Only  in  the  way  which  I  have  stated. 

The  Chairman.  Did  not  that  give  you  a  pretty  general  under- 
standing of  the  situation,  reasonably  accurate? 

Mr.  Babst.  One  as  to  which  there  was  no  way  of  knowing  whether 
it  was  accurate  or  not,  except  that  we  of  the  American  Sugar  Refin- 
ing  Co.  in  this  year  early  adopted  the  policy  of  holding  our  export 
business  down  to  the  very  limit,  and  oi  absolutely  refusing  to  take 
any  orders  for  export  to  neutral  nations. 

The  Chairman.  Well,  now,  you  also  knew,  did  you  not,  something? 
about  the  sugar  market  of  Cuba,  what  was  being  done  there,  or  were 
you  in  ignorance  of  the  purchases  in  Cuba  ? 

Mr.  Babst.  At  what  period  of  time,  Mr.  Chairman  ? 

The  Chairman.  During  the  time  that  we  are  talking  about 

Mr.  Babst.  During  the  time,  starting  very  soon  after 

The  Chairman.  Let  me  ask  you,  are  there  not  trade  journals  and 
trade  statistics  that  are  gotten  out  regularly  in  the  sugar  business, 
showing  the  shipments,  production,  and  all"  that?  Willett  &  Gray 
get  out  such  tables,  do  they  not? 

Mr.  Babst.  They  do,  and  we  ourselves  get  out  such  a  bulletin,  and 
there  are  various  bulletins  of  that  character.  Going  back  to  the 
original  question,  the  prices  of  raw  sugar  in  Cuba,  starting 

The  Chairman.  I  did  not  ask  about  prices,  I  asked  about  ship- 
ments. 

Mr.  Babst.  I  have  prepared.  Mr.  Chairman,  and  I  have  had  for 
some  weeks,  the  general  report  which  we  have  sent  to  our  stock- 
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holders,  which  relates  to  this  subject,  containing  many  tables  and 
graphic  presentations,  if  the  chairman  is  interested  to  see  it. 

The  Chairman.  Can  you  answer  the  question  which  I  have  just 
asked  vou,  from  that  bookl 

Mr.  IIBabst.  Yes ;  I  con. 

The  Chairman.  I  shall  be  interested  in  seeing  anything  you  want 
to  furnish  us. 

Mr.  Babst.  I  have  here  the  shipments  from  Cuba  for  the  months 
of  June,  July,  and  September,  compared  for  the  years  1916  and  1917. 
It  is  on  nage  23  of  tne  report.  This  table  shows  that  in  the  four 
months  Cuba  shipped  nearly  200,000  tons  more  in  the  year  1917  than 
we  did  in  the  year  1916  of  Cuban  sugar. 

The  Chairman.  Bight  at  that  point :  And  was  there  a  correspond- 
ing falling  oflf  in  the  shipment  ox  refined  sugars  from  this  country? 

Mr.  Babst.  There  was  more  than  a  corresponding  falling  off, 
namely,  a  falling  off  of  300,000  tons  of  refined.  That,  however,  is 
quite  misleading  as  to  the  answer  which  ultimately  must  be  given  as 
to  the  present  condition  of  the  sugar  market  in  this  country. 

The  Chairman.  Well,  that  is  a  fact  that  we  can  take  as  a  fixed 
fact  as  we  go  along. 

Mr.  Babst.  Up  U>  that  point  it  is  a  factor ;  yes. 

The  Chairman.  Did  you  tell  Mr.  Hoover,  along  in  these  early  con- 
versations in  the  month  of  May  and  the  early  part  of  June,  that  there 
was  going  to  be  a  sugar  shortage  in  this  country,  or  that  there  was 
not? 

Mr.  Babst.  Such  a  matter  as  that  was  not  discussed,  and  if  it  had 
been  discussed,  it  would  have  been  a  mattter  upon  which  I  would  have 
had  no  opinion  whatever  at  that  time. 

The  Chairman.  You  did  not  have  any  opinion  at  that  time! 

Mr.  Babst.  Not  at  that  time.  That  was  long  prior  to  the  intro- 
duction of  the  drawback  repeal  proposal  in  the  Senate  on  June  1, 
and  no  one  in  the  sugar  world,  as  far  as  I  know,  foresaw  what  the 
effect  of  that  proposed  repeal  was  going  to  be  and  how  it  would  be 
interpreted  in  foreign  countries  until  about  the  28th  or  29th  of  June. 

The  Chairman.  If  you  did  not  have  any  opinion  about  it  at  that 
time,  I  will  ask  you  if  you  did  not  set  aside  a  very  large  sum  of 
money  for  advertising,  and  if  you  did  not,  as  early  as  the  month  of 
February,  the  latter  part  of  it,  print  these  advertisements  the  general 
effect  of  which  was  that  there  was  no  sugar  shortage?  I  wUl  read 
one. 

Mr.  Babst.  That  question  leads  to  a  venr 

The  Chairman.  I  am  just  asking  you  it  you  did  not  print  these 
advertisements? 

Mr.  Babst.  That  question  leads  to  a  very  wrong  conclusion.  We 
did  print  the  advertisements. 

The  Chairman.  I  do  not  care  about  the  argument.  I  am  asking 
you  as  a  witness  to  reply  whether  you  printed  these  advertisements  at 
that  time. 

Mr.  Babst.  But  it  does  not  refer  to  a  shortage  of  sugar. 

The  Chairman.  Let  me  read  one  of  them  into  the  record. 

Mr.  Babst.  And  also  read  its  date,  if  you  will. 

The  Chairman.  I  will ;  yes,  sir.  It  is  in  this  book  which  you  have 
just  handed  the  committee,  and  it  is  on  page  51, 1  presume.  This  one 
IS  not  paged,  but  the  page  following  is  52. 
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Mr.  Babst.  You  must  have  the  wrong  document. 
The  Chairman  (reading) : 

Advertisement  In  Boston,  Washington,  and  New  Orleans  newspapers. 

Mr.  Babst.  May  I  see  what  I  have  handed  you  ?  We  do  not  seem 
to  be  in  agreement  at  all. 

Senator  Kenton.  Page  41. 

Mr.  Babst.  Oh!  That  is  what  was  handed  to  the  Senate  com- 
mittee.   That  is  another  thing  entirely. 

The  Chairman.  The  book  you  handed  me 

Mr.  Babst.  We  all  have  this  book.    That  was  filed  last  June. 

The  Chairman.  Very  well.  It  was  filed  by  your  company  just 
the  same? 

Mr.  Babst.  Last  June, 

Senator  Lodge.  It  was  presented  to  our  committee. 

The  Chairman.  Now,  1  will  read  one  of  these  advertisements  and 
the  committee  will  get  the  import  from  that.  It  is  right  in  here 
[reading] : 

Exhibit  No.  39. 

Advertisement  in  Boston,  Washington,  and  New  Orleans  newspapers.  Id 
Advertiser,  American.  Financial  News,  Globe,  Herald,  Journal,  News  Bureau. 
Post,  Record,  Transcript,  Traveller,  of  Boston,  February  21.  1917.  In  Post. 
Star,  and  Times,  of  Washington,  February  23,  1917.  In  Times-Picayune,  Item, 
and  Daily  States,  March  17,  1917. 

"  We  greatly  deprecate  the  publicity  being  given  to  sensational  stories  as  to 
the  refined-sugar  supply,  which  are  calculated  to  advance  the  price  of  sugar 
unnecessarily  to  consumers.  There  are  ample  supplies  of  raw  and  refined  sugar 
on  hand  and  In  transit  throughout  the  country  to  take  care  of  normal  consump- 
tion.   We  are  operating  all  of  our  refineries  and  expect  so  to  continue. 

"These  sensational  reports  now  being  put  out  bear  the  earmarks  of  clever 
publicity  work.  It  would  seem  as  if  they  were  being  circulated  by  western 
labor  agitators  as  an  aid  to  their  present  program  of  labor  agitation  at  our 
refineries. 

"As  is  well  known,  this  company  has  been  selling  large  quantities  of  sugar  at 
a  quarter  to  a  half  cent  a  pound  below  existing  market  prices,  and  is  taklop 
care  of  its  normal  trnde  at  all  points.  Its  deliveries  to  the  domestic  trade  up 
to  this  date  are  greater  than  for  the  same  period  of  1916. 

"Housewives  should  pay  no  attention  to  the  unfounded  stories  as  to  the 
shortage  of  sugar. 

"  The  American  Sugar  Refining  Co., 
"  Earl  D.  Babst.  President. 

"  February  20,  1917." 

Mr.  Babst.  That  advertisement  related  entirely  to  conditions 
brought  about  by  strikes  in  eastern  refineries  in  February,  and  in  no 
way  was  connected  with  the  conditions  which  arose  in  this  country 
beginning  with  practically  the  1st  of  July. 

The  Chairman.  Let  the  committee  judge.  The  advertisement 
speaks  for  itself.    Now,  let  us  proceed. 

Mr.  Babst.  It  speaks  for  itself  if  you  associate  it  with  its  date. 

The  Chairman.  I  have  given  the  date.  I  will  read  one  now  that 
appears  here  of  March  1, 1917  [reading]  : 

Exhibit  No.  40. 

ColncldentaUy  with  the  attempt  to  orcrnnlze  onr  employees  sensational  stories. 
have  appeared  as  to  the  refined  sugar  supply  which  are  calculated  to  advance 
the  retail  price  of  sugar  unnecessarily  to  consumers. 

These  sensational  reports  bear  the  earmarks  of  clever  publicity  work.  It 
would  seem  as  if  they  were  being  circulated  by  western  labor  agitators  as  an 
aid  to  their  present  program  of  labor  agitation  at  our  refineries. 
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Consumers  will  only  embarrass  each  other  by  stocking  up  ahead  for  weeks 
and  months.    Do  not  buy  more  than  your  regular  needs. 

As  is  well  known,  we  have  been  selling  large  quantities  of  sugar  at  a  quarter 
to  a  half  cent  a  pound  below  existing  wholesale  prices  and  are  taking  care  of 
our  normal  trade.  Our  deliveries  to  the  domestic  trade  up  to  this  date  are 
greater  than  for  the  same  period  of  1916.  We  are  operating  all  of  our  refineries 
jind  expect  so  to  continue. 

OUR  POSITION  AND  RESPONSIBILITY. 

We  and  the  other  sugar  refiners  are  charged  with  the  responsibility  of  safe- 
;:uarding  the  sugar  supply  of  America,  made  especially  difficult  at  this  time  by 
unpre<*etlrnteil  world  conditions, 

Thar  the  price  of  refined  sugar  to  domestic  consumers  has  remained  lower 
than  that  prevailing  in  any  foreign  country  Illustrates  how  well  that  respon- 
sibility is  being  met. 

We  do  not  propose  to  hand  over  the  control  of  this  Industry  to  any  outside 
orgraiiization,  no  matter  of  what  name  or  whence  it  hails. 

With  the  continue<l  support  of  the  citizens  of  New  York,  we  propose  to  con- 
tinue the  operation  of  our  refineries  as  our  first  and  foremost  duty  to  the  piibllc 
ant!  to  our  loyal  employees. 

T«>  this  end  we  shall  use  all  proper  and  lawful  means,  be  the  cost  what  It  may. 

The  American  Sugar  Refineries  Co., 
Earl  D.  Babst,  President. 

The  Chairman.  I  want  to  ask  you  just  about  one  sentence  in  that: 

A\'e  and  the  other  sugar  refiners  are  charged  with  the  responsibility  of  safe- 
jnmrding  the  sugar  supply  of  America,  made  especially  diflicult  at  this  time  by 
unpreoeclented  world  conditions. 

The  Chair^iax.  Do  you  recognize  that  as  a  duty  that  devolves 
upon  these  great  industrial  concerns  like  yourself  who  supply  the 
market? 

Mr.  Babst.  I  wrote  that  sentence,  which  is  a  practical  excerpt  from 
similar  sentences  which  I  have  used  on  several  occasions,  and  espe- 
cially in  the  annual  report  to  the  stockholders. 

The  Chairman.  I  just  asked  you  if  you  recognized  that 

Mr.  Babst.  I  do. 

The  Chairman.  And  do  you  also  adhere  to  the  position  that  is 
s^^ated  in  the  following  sentence  [reading] : 

That  the  price  of  refined  sugar  to  domestic  consumers  has  remained  lower 
than  that  prevailing  in  any  foreign  ci»niitry  illustnites  how  well  that  responsi- 
bliitj'  is  being  met. 

Mr.  Babst.  I  do,  fully  and  emphatically,  as  it  is  a  fact  well  known. 

The  Chairman.  Well  known ;  and  up  to  the  time,  at  least,  that  you 
printed  this  statement  the  great  refiners  of  the  country  and  the  great 
beet  sugar  manufacturers  of  the  country  had  looked  out  to  see  that 
the  people  of  the  United  States  had  sugar  in  sufficient  quantities,  and 
had  taken  care  of  the  problem.    That  is  true,  is  it  not? 

Mr.  Babst.  We  had.  We  have  taken  care  of  the  problem  from  the 
very  beginning  of  the  world  war  and  have  succeeded  beyond  what 
has  been  attained  by  any  other  country,  even  though  they  created 
powerful  governmental  commissions  and  had  complete  control  and 
nationalized  their  shipping  and  tonnage. 

The  Chairman.  You  did  that,  and  never  had  a  real  shortage  in 
sugar  that  pinched  the  people,  until  what  time? 

Mr.  Babst.  The  real  pinch,  as  you  express  it,  which  occurred  in  the 
Atlantic  Coast  and  Eastern  States,  began  in  October  of  this  year, 
following  upon  the  closing  of  numerous  refineries  in  this  country. 
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The  Chairman.  And  that  date  in  October  was  after  what 
transpired  with  reference  to  the  sugar  business,  in  the  nature  of  con- 
trol? I  will  ask  the  question  in  another  way.  When  was  it  that 
the  jg^reat  refiners  signed  that  agreement  ^that  has  been  referred  to 
here  in  testimony,  by  which  they  agreed  to  the  control  of  their  busi- 
ness? 

Mr.  Babst.  They  signed  the  agreement  approximately  on  the  10th 
of  October,  subsequent  to  the  closing  of  the  refineries,  which  started 
in  the  Franklin  Kefinery,  at  Philadelphia,  on  September  15;  Ar- 
buckles,  in  Brooklyn,  on  September  19 ;  Colonial  Refinery,  in  Louisi- 
ana, on  October  4;  Henderson  Refinery,  at  New  Orleans,  on  October 
5;  Franklin  Refinery  on  October  6;  the  Federal  on  October  8;  the 
American,  Brooklyn,  on  October  9;  the  Imperial,  Sugarland,  Tex., 
on  October  13;  Warner,  October  18;  American,  at  New  Orleans, 
October  18;  National,  at  Yonkers,  on  October  19;  Savannah,  at 
Savannah,  Ga.,  on  October  20;  American,  at  Boston,  on  October  24: 
which  meant  that  all  of  the  sugar  refineries  in  the  United  States  were 
closed  on  or  about  October  24,  1917,  except  a  refiiiery  belonging  to 
this  company  at  Jersey  City  and  three  renneries  which  were  receiv- 
ing Hawaiian  raws,  namely^  the  refinery  of  the  Pennsylvania  Sugar 
Refining  Co.  at  Philadelphia,  of  the  Western  Sugar  Refinery,  and 
California  &  Hawaiian  Sugar  Refinery  at  San  Francisco,  and  the 
National  Sugar  Refinery  at  Long  Island  City,  which  last  sugar  re- 
finery also  received  Hawaiian  raws.  That  is  the  general  statement 
of  the  situation. 

The  Chairman.  What  made  these  sugar^ refineries  close — shortage 
of  sugar? 

Mr.  Babst.  Lack  of  raw  sugar  to  operate  them  was  the  immediate 
cause. 

The  Chairman.  What  was  the  occasion  of  them  being  unable  to 
get  the  raw  sugar? 

Mr.  Babst.  Would  you  like  to  have  me  give  you  a  comprehensive 
statement  of  what  my  judgment  is  as  to  what  is  causing  the  sugar 
shortage  ? 

The  Chairman.  Was  there  not  something  going  on  here  in  Wash- 
ington that  interfered  with  the  Cuban  market? 

Mr.  Babst.  Nothing,  so  far  as  the  Food  Administration  or  the 
Government  of  the  United  States  were  concerned. 

The  Chairman.  Were  there  not  some  embargoes  going  on? 

Mr.  Babst.  Not  at  that  time. 

The  Chairman.  Had  it  not  been  announced  that  there  was  going 
to  be  a  taking  possession  of  the  sugar  business,  or  a  control  of  the 
sugar  business?  Had  that  not  been  announced  for  some  time?  Had 
not  sugar  men  been  called  here  to  Washington  for  some  time,  and 
had  they  not  been  told  that  this  was  coming  ? 

Mr.  Babst.  On  the  5th  day  of  September  the  refiners  of  the  coun- 
try were  called  to  Washington,  and  on  the  10th  day  of  September 
the  repeal  of  the  drawback  was  defeated  in  the  Senate  by  a  vote  of 
69  to  11. 

The  Chairman.  On  September  5  the  refiners  were  called  here  to 
Washinjrton.    By  whom  were  they  called  ? 

Mr.  Babst.  They  were  called  either  by  Mr.  Hoover  directly  or  by 
his  chief  of  the  sugar  division,  Mr.  Greorge  M.  Rolph. 
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The  Chairman.  He  already  had  a  sugar  division  organized  at  that 
time,  did  he? 

Mr.  Babst.  On  the  6th  of  September  he  had,  Mr.  Bolph  having 
been  appointed  on  the  15th  of  August. 

The  Chairman.  So  that  a  sugar  division  had  been  created  at  least 
as  earlv  as  the  15th  day  of  Auugust,  and  Mr.  Rolph  had  been  ap- 
pointed chief  of  that  division  ? 

Mr.  Babst.  That  is  right ;  yes,  sir. 

The  Chairman.  Had  it  opened  up  headquarters  somewhere,  do 
you  know  ?    Where  was  Mr.  Rolph  operating  from  ? 

Mr.*  Babst.  The  meeting  whicn  I  attended  with  the  other  refiners 
was  at  the  Gordon  Hotel,  m  Washington. 

The  Chairman.  Did  Mr.  Rolph  have  headquarters  there  at  that 
time? 

Mr.  Babst.  That  I  do  not  know.  I  only  saw  him  in  the  meeting 
which  was  in  that  building. 

The  Chairman.  You  had  known,  from  the  time  that  Mr.  Rolph 
was  appointed,  in  August,  that  some  sort  of  control  or  regulation 
was  proposed  for  the  sugar  business,  had  you  not? 

Mr.  Babst.  We  had,  yes ;  all  refiners  knew  that. 

The  Chairman.  And  you  had  known  that,  in  fact,  practically 
from  the  time  that  you  first  began  to  have  your  conferences  with 
ilr.  Hoover,  away  back  in  May  ? 

Mr.  Babst.  I  expected  it,  naturally,  from  June  11,  when  the  food- 
control  bill  was  introduced  in  Congress. 

The  Chairman.  You  expected  it  even  before  that,  because  it  was 
announced  publicly  to  the  country  that  Mr.  Hoover  had  been  brought 
here,  and  was  going  to  take  control. 

Mr.  Babst.  There  was  newspaper  and  other  information  of  that 
kind. 

The  Chairman.  And  you  had  had  conferences  with  Mr.  Hoover 
yourself  ? 

Mr.  Babst,  I  had. 

The  Chairman.  What  were  you  talking  to  Mr.  Hoover  about  ex- 
cept the  sugar  investigation? 

Mr.  Babst.  Nothing  else. 

The  CkAiRMAN.  And  you  were  talking  about  the  control  of  the 
sugar  qxiestion  early,  just  after  he  came  here,  were  you  not? 

Mr.  Babst.  I  was. 

The  Chairman.  Now,  Mr.  Babst,  to  be  just  entirely  frank,  and  to 
get  the  matter  in  the  record  in  a  word,  you  understood,  and  all  the 
other  sugar  men  understood,  long  before  the  month  of  September, 
that  in  all  probability  there  was  going  to  .be  a  radical  interierence — 
I  do  not  say  a  bad  one,  but  a  radical  interference — with  the  sugar 
business? 

ilr.  Babst.  That  is  perfectlv  true.  But  it  is  also  perfectly  true 
that  this  information  had  nothing  whatever  to  do  with  the  causes 
which  have  led  to  the  present  investigation. 

The  Chairman.  I  am  trying  to  get  a  fact  from  you.  Will  you  not 
let  the  committee  draw  its  conclusion  from  the  facts? 

Mr.  Babst.  I  do  not  wish  the  committee  to  draw  wrong  con- 
clufnons,  Mr.  Chairman. 

The  Chairman.  Very  well.  They  may  call  on  you  for  your  expert 
opinion.    But  just  now  I  am  simply  trying  to  get  some  facts  as  we 
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go  along.  The  reason  the^e  refineries  quit  refining  at  the  dates  given 
IS  because  they  were  out  of  Cuban  sugar? 

Mr.  Babst.  And  of  all  other  sugar. 

Senator  Lodge.  Could  they  have  gone  into  the  market  and  bought 
any  sugars  that  there  were,  at  any  market  price? 

Mr.  Babst.  On  what  date,  Senator  Lodge? 

Senator  Lodge.  I  mean  at  the  time  of  the  closing.  Were  they 
able  then  to  go  into  the  market  and  buv  any  sugars  that  thev  could 
get? 

Mr.  Babst.  Statistically  there  were  available  sugars. 

Senator  Lodge.  I  did  not  ask  what  there  were  availa))le  statisti- 
cally.    I  wanted  to  know  whether  they  were  stopped  from  goinjr  in. 

Mr.  Babst.  Not  stopped  from  buying  imtil  a  subsequent  date, 
which  I  have  not  got  here,  requesting  that,  inasmuch  as  the  practi- 
cal supply  had  been  exhausted,  refiners  sKould  not  attempt  to  pur- 
chase supplies  which  would 

Senator  Lodge.  They  were  asked,  then,  by  the  Food  Administra- 
tion, not  to  buy  ? 

Mr.  Babst.  Because  there  were  practically  no  supplies  to  buy. 

Senator  Lodge.  I  asked  if  they  were  asked  by  the  Food  Adminis- 
tration not  to  buy. 

Mr.  Babst.  I  can  produce  the  letter  which  we  received. 

Senator  Lodge.  Of  course,  if  there  were  no  supplies,  they  could 
not  buy. 

Mr.  Babst.  That  is  the  reason  that  we  did  not  buy. 

Senator  Lodge.  Why  did  you  ask  them  not  to  buy  if  there  were  no 
supplies  that  they  could  buy? 

Mr.  Babst.  Because  the  supply  was  a  fragment,  a  remnant. 

Senator  Lodge.  Then  there  were  some  supplies? 

Mr.  Babst.  There  were  at  that  time. 

Senator  Lodge.  And  they  were  asked  not  to  buy  ? 

Mr.  Babst.  But  those  supplies  which  they  were  asked  not  to  buy, 
were  secured  afterwards  and  distributed. 

The  Chairman.  But  the  question  is.  Were  thev  asked  not  to  buy? 

Senator  Lodge.  That  is  the  question  I  have  \>een  trying  to  get  s 
straight  answer  to. 

Mr.  Babst.  We  will  give  you  the  exact  request  we  had. 

The  Chairman.  Let  us  have  it.    We  will  now  recess  until  2  o^clock. 

(Thereupon  the  committee  took  a  recess  until  2  o'clock  p.  m.) 

afternoon  session. 

The  subcommittee  reassembled,  pursuant  to  the  taking  of  the  recess, 
at  2  o'clock  p.  m. 

TESTIMONY  OF  ME.  EAEL  D.  BABST,  PBESIBENT  OF  THE  AMEBI- 
CAN  STTOAB  BEFINUiO  CO.,  NEW  70BX  CITT— Besnmed. 


The  Chairman.  The  committee  will  be  in  order,  and  we  will 
/esume  the  hearing  of  Mr.  Babst. 

I  asked  you  for  a  letter,  I  believe,  just  before  recess. 

Mr.  Babst.  Mr.  Chairman,  before  you  take  up  the  letters,  might  I 
make  a  statement  on  the  record  in  regard  to  the  exports  of  the 
American    Sugar   Refining   Co.,   which   I   testified   this  morning 
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amounted  to  121,000  tons}  Inasmuch  as  Mr.  Spreckels  yesterday 
was  asked  a  similar  question  and  testified  that  ms  export  business 
was  about  40  per  cent  of  his  whole  business,  I  would  like  to  state 
that  the  export  business  done  by  the  American  Su^ar  Refining  Co.  in 
1917  amounted  to  about  11^  per  cent  of  its  total  Dusiness. 

The  Chairman.  Have  you  the  letters  I  asked  for? 

Mr.  Babst.  I  hand  you  all  the  letters  which  we  have  from  Mr. 
Hoover  or  from  the  Food  Administration  relating  to  the  purchase 
of  raw  sugar,  the  letters  being  dated  August  25,  September  17,  and 
September  26, 1917. 

(The  letters  referred  to  are  here  printed  in  full  in  the  record,  as 

follows:) 

Exhibit  No.  41. 

United  States  Food  Administration, 

Washington,  August  25,  1917. 
The  American  Sugab  Refining  Co., 

117  WaU  Street,  New  York  City, 

Gentlemen  :  With  the  appointment  of  the  President,  in  Accordance  with  the 
provisions  of  the  food-control  act  approvetl  August  10,  1917,  the  undersigned, 
as  United  States  food  administrator,  has  entered  Into  a  voluntary  agree- 
ment with  the  sellers  and  producers  of  beet  sugar  whereby  they  will  quote  a 
maximum  price  for  their  1917-18  crop,  beginning  with  its  production  about 
the  1st  of  October,  of  $7.25  cane  basis  seaboard  refining  points. 

Would  it  not  be  advisable  for  you  to  reduce  your  offers  for  Cuban  sugar 
to  a  basis  which  will  enable  you  to  compete  with  the  beet  sugar?    Other  large 
buyers  will,  no  doubt,  reduce  their  bids  likewise. 
Yours,  faithfully, 
*  Hebbebt  Hooveb, 

United  States  Food  Administrator, 


Exhibit  No.  42. 

United  States  Food  Administbation, 

Washington,  September  17,  1917. 
The  Amebican  Sugab  Refining  Co., 

117  Wall  Street,  New  York  City. 

Gentlemen:  As  you  are  probably  aware,  there  is  comparatively  little  sugar 
left  In  Cuba  unsold.  The  best  estimates  we  have  would  indicate  that  there 
is  40,000  tons  or  less.  This  amount  is  so  small  that  if  it  were  apportioned 
to  all  refiners  It  would  not  keep  any  of  them  running  more  than  a  day  or 
two  at  the  most  Under  the  circumstances,  we  would  kindly  request  that 
no  offers  for  Cuban  sugar  be  made  by  you  at  this  time.  We  consider  it  would 
be  advisable  for  the  best  interests  of  the  country  for  you  to  close  your  refineries 
in  due  course,  when  your  present  stocks  of  raw  are  exhausted,  rather  than 
bid  up  the  price  of  Cuban  sugars  to  secure  the  last  remaining  lot  that  is 
there.  Public  announcement  that  it  Is  your  intention  to  close  rather  than 
pay  over  5.75  to  6  cents  for' raws,  duty  paid,  will  help  the  general  situation 
H  lot.  We  ask  for  your  earnest  cooperation  between  now  and  the  beginning: 
of  the  next  Cuban  crop  in  this  particular  matter. 
Yours,  very  truly, 

United  States  Food  Administbation, 
Per  Geo.  M.  Rolph. 


Exhibit  No.  43. 

United  States  Food  Administbation, 
Washington,  D.  C,  September  26,  1917. 
The  Amebican  Sugab  Refining  Co., 

New  York,  N.  Y. 

Okzvtlemsn:  Beg  to  advise  that  we  have  requested  the  American  members 
of  the  International  Sugar  Committee  to  take  over  and  arrange  for  the  pur- 
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chase  and  distribution  of  the  remainder  of  the  Onbau  crop,  comparatiTely 
little  of  which  is  left  unsold  in  Cuba.  Prompt  action  will  be  taken  by  the 
committee  and  your  Interests  will  be  fully  safeguarded  In  regard  to  price 
and  quantity. 

Messrs.  Earl  D.  Babst  and  William  A.  Jamison  are  the  active  members  of 
the  committee  handling  this  situation,  and  any  communication  addressed  to 
them  will  result  in  prompt  responsa 

Trusting  this  arrangement  will  be  acceptable  to  you,  as  it  Is  a  matter  of 
public  interest  to  handle  it  In  this  way,  we  are. 
Very  truly,  yours, 

UNrrED  States  Food  Administbatiobv, 
By  Geo.  M.  Rolph. 

The  Chairman.  I  was  inquiring  and  trying  to  get  at  the  early  con- 
ferences that  you  had  with  Mr.  Hoover  and  your  first  communication 
from  him.  You  hand  me  these  letters  with  the  qualification  in  your 
statement  that  they  are  the  first  in  regard  to  the  prices  of  sugar,  or 
agreements.  Did  you  have  previous  letters  from  Mr.  Hoover,  or  tele- 
grams from  Mr.  Hoover,  calling  you  into  conference,  or  with  refer- 
ence to  any  other 'matter,  Mr.  Babst? 

Mr.  Babst.  I  did  not. 

The  Chairman.  How  did  you  come  to  get  into  these  earlier  con- 
ferences with  Mr.  Hoover,  then? 

Mr.  Babst.  The  conference  in  May,  the  invitation  came  to  me 
through  a  Mr.  Cotinette,  of  Philadelphia,  who  had  been  a  member  of 
Mr.  Hoover's  staff  in  Belmum.  It  was  a  verbal  invitation,  delivered 
through  Mr.  George  H.  Frazier,  one  of  the  vice  presidents  of  our 
compair^.  • 

The  Chairman.  You  met  Mr.  Hoover  a  number  of  other  times  be- 
tween that  time  and  August  25.  How  did  you  come  to  meet  him  on 
those  occasions;  were  you  invited  orally  or  by  letter  or  telegram,  or 
how? 

Mr.  Babst.  I  never  was  invited  by  letter  or  by  telegram.  When  I 
.  called  on  him  in  May  he  asked  me  to  call  upon  him  again  when  I  wa& 
in  Washington.  I  think  I  called  on  hinx  in  the  same  manner,  possibly, 
two  or  three  times.  I  did  go,  however,  to  him  volimtarily  in  the 
month  of  June,  the  exact  date  of  which  I  can  not  now  fix,  but  1  believe 
it  to  be  the  latter  part  of  June,  to  explain  to  him  the  serious  effect 
which  the  proposed  repeal  of  the  drawback  was  having  upon  the 
world's  sugar  market. 

The  Chairman.  Yes;  I  understand.  We  imderstand  about  the 
world's  drawback  and  its  serious  effect.  The  serious  effect  would  he 
that  the  raw  sugars  might  be  bought  in  Cuba  and  might  not  come  to 
your  refineries  to  be  remied ;  but  the  net  consumption  of  sugar  in  the 
world  would  bejust the  same,  would  it  not? 

Mr.  Babst.  That  is  true ;  but  the  serious  effect  that  we  then  had  in 
mind  was  that  it  was  very  rapidly  raising  the  price  of  raw  sugar  in 
Cuba,  as  you  can  see  from  this  chart,  when  the  price  of  Cuban  raw 
0U^ar — what  we  know  as  spot  cost  and  freight,  New  York  basis,  duty 
paid,  rose  from  the  20th  of  June  from  5.96  to  7.62  on  the  7th  of  August. 
At  that  time  I  believe  I  called  on  Mr.  Hoover  in  May.  As  to  the  exact 
date  of  that  I  am  imcertain.  This  chart  shows  that  the  price  of  duty- 
paid,  delivered  Cuban  sugar  in  New  York  rose  from  5.96  on  the  20th 
of  June  to  6.52  on  the  29th  of  June. 

Senator  Lodge.  Duty  paid? 

Mr.  Babst.  Duty  paid.  This  chart,  which  has  been  prepared  ta 
illustrate  the  price  of  duty-paid  raw  sugar  in  New  York  from  the  1st 
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of  January  down  to  tiie  present  time,  and  which  was  requested  by  the 
chairman  yesterday  from  the  preceding  witness,  also  shows  and  is 
prepared  to  show  which  refiner  made  the  first  advance  in  the  raw 
market;  in  other  words,  which  New  York  refiner  or  operator,  by  first 
buying  at  an  advanced  price,  advanced  the  market.  This  chart  shows 
that  Mr.  SpreckeLs's  company,  the  Federal  Sugar  Refining  Co.,  ad- 
vanced the  market  nearly  one-half  of  all  the  advances  made  during  the 
year;  in  other  words,  17  times  out  of  41  times  at  which  they  were 
advanced. 

The  Chairman.  Now,  Mr.  Witness,  did  I  ask  you  any  question  bear- 
ins  any  relation  to  voar  answer? 

Mr.  Babst.  No  ;  but  I  understand,  Mr.  Chairman,  that  I  have  the 
privilege 

The  Chairman.  You  are  privileged  to  sit  here  and  answer  questions 
that  are  asked  you. 

Mr.  Babst  (continuing).  To  explain  matters. 

The  Chairman.  And  we  are  not  interested  in  controversies  between 
yourself  and  Mr.  Spreckels. 

Mr.  Babst.  But  you  have  been,  Mr.  Chairman. 

The  Chairman.  No;  we  asked  Mr.  Spreckels  Questions  which  we 
thought  had  something  to  do  with  this  hearing.  We  do  not  want  to 
be  involved  in  these  controversies  and  we  are  not  going  to  be.  We 
have  condncted  ourselves  witti  considerable  leniency,  but  we  must 
msist  that  this  committee  is  conducting  this  investigation  and  not 
the  American  Sugar  Refining  Co.,  and  that  will  be  adhered  to  with 
somewhat  greater  restriction. 

Mr.  Babst.  Mr.  Chairman 

The  Chairman.  I  did  not  ask  vou  about  this  chart,  but  we  are  glad 
to  have  it,  with  your  statement  tnat  it  is  correct. 

Mr.  BABffT.  I  made  a  statement  of  other  matters  which  that  chart 
shows,  as  part  of  my  statement. 

The  Chairman.  It  is  in  the  record,  and  it  is  pertinent. 

Now,  the  question  I  am  going  baclc  to,  and  about  which  I  am  still 
talking,  is  how  you  came  to  go  to  see  Mr.  Hoover  on  these  various 
occasions.  What  business  were  you  there  to  discuss?  What  were 
you  discussing? 

Mr.  Babst.  On  the  occasion  that  I  last  referred  to,  in  the  latter 
part  of  June — ^what  its  exact  date  was  I  do  not  now  recall — ^I  was 
there  to  explain  to  him  the  fear  I  had  of  the  serious  effect  on  the 
world's  sugar  market  of  the  proposed  repeal  of  the  drawback,  and  I 
think  at  that  time  also  of  the  levying  of  a  half  a  cent  a  pound  excise 
on  exports  of  refined  sugar  from  this  country. 

The  Chairman.  When  did  you  first  begin  to  discuss  with  Mr. 
Hoover  and  others  the  proposition  of  governmental  agencies  taking 
over  the  control  of  the  sugar  market — ^the  sugar  situation ;  I  will  put 
it  that  way? 

Mr.  Babst.  I  practicalljr  never  discussed  that  question  with  Mr. 
Hoover.  I  answered  certain  c^uestions  of  Mr.  Hoover  as  to  the  con- 
ditions prevailing  in  the  American  market  in  1917.  In  the  month  of 
August,  in  which  the  food-control  bill  was  passed,  on  the  10th  day 
of  August,  and  Mr.  Bolph  was  appointed  on  the  15th  day  of  August 
and  the  New  York  Sugjar  Exchange  closed   on   the   16th  day  of 
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Chairman.  Oh,  now- 
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Mr.  Babst  (continuing).  I  was  not  in — ^I  was  on  my  vacation,  ex- 
cept as  to  three  days  when  I  was  in  New  York. 

The  Chairman.  Could  you  not  give  me  a  direct  answer  now  to 
one  or  two  questions? 

Mr.  Babst.  I  produce  that  letter  of  August  21  sent  to  the  Finance 
Committee. 

The  Chairman.  When  did  you  first  understand  that  the  sugar 
situation  was  going  to  be  brought  under  governmental  supervision! 
When  did  you  first  understand  that?  mien  was  it  first  generally 
understood  in  the  trade? 

Mr.  Babst.  Not  until  June  11, 1917,  when  the  food-control  bill  was 
introduced  in  Congress. 

The  Chairman.  I  want  to  read  you  from  this  statement  that  you 
have  put  in  here.         * 

Md.  Babst.  There  was,  of  course,  a  great  deal  of  talk  in  the  news- 
papers about  the  prospect,  and  I  thoroughly  understood  from  the 
conversations  I  had  with  Mr.  Hoover  what  was  being  considered,  so 
far  as  controlling  sugar  in  a  manner  similar  to  the  control  of  sugar 
in  Great  Britain  and  France  and  Italy 

The  Chairman.  I  thought  you  would  say  that. 

Mr.  Babst.  In  fact,  as  early  as  April  26,  1917,  I  issued  a  public 
statement,  which  is  printed  in  this  report  on  pages  45  and  46,  in 
which  I  expressed  approval  of  a  plan  which  Mr.  Hoover  and  Baron 
Davenport,  the  British  food  controller,  at  that  time  made. 

The  Chairman.  I  do  not  want  that.  I  asked  you  a  very  direct 
question,  which  was  susceptible  of  a  very  direct  answer.  Now,  as  & 
matter  of  fact,  on  April  26  you  gave  out  a  statement  in  which  you 
said  that  you  approved  the  interallied  cooperation  for  handling  food 
as  outlined  in  cabled  interviews  with  Mr.  Herbert  C.  Hoover  and 
Baron  Davenport,  British  food  controller.  You  gave  that  statement 
out,  did  you  not? 

Mr.  Babst.  I  did ;  and  it  was 

The  Chairman.  And  you  knew  at  that  time,  of  course,  this  plan 
was  contemplated  ? 

Mr.  Babst.  I  did  not. 

The  Chairman.  And  knew  that  Mr.  Hoover  had  given  out  an  in- 
terview to  that  effect? 

Mr.  Babst.  I  did ;  but  Mr.  Hoover  was  then  in  London. 

The  Chairman.  Exactly;  and  had  cabled  this  to  this  country? 

Mr.  Babst.  Yes;  I  did. 

The  Chairman.  And  from  that  time  on,  now,  is  it  not  a  fact  that 
you  understood  substantially  that  this  plan  was  very  likely  to  be 

adopted  ? 

Mr.  Babst.  I  was  very  hopeful  that  it  would  be  adopted. 

The  Chairman.  Did  you  not  understand  that  it  would  be? 

Mr.  Babst.  I  did  not. 

The  Chairman.  I  want  to  call  your  attention  to  this  statement  con- 
tained in  your  book.  I  am  going  to  read  the  context.  I  read  as 
follows,  from  page  25  of  this  book  [reading]  : 

Exhibit  No.  44. 

From  the  first  the  American  Sugar  Refinlner  C(K  has  met  the  demands  of  the 
Govermnent,  and  as  a  matter  of  fact  on  April  26,  1917,  long  previous  to  th« 
passage  of  the  food-control  bill,  President  Babst  In  a  public  statement,  which 
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is  reprinted  on  pages  45  and  46,  Indorsed  the  Hoover  "  plan  by  which  the  allies 
can  consolidate  under  one  head  the  whole  purchasing  of  food  staples." 

For  the  purpose  of  carrying  into  effect  the  purposes  of  the  Food  Administra- 
tion and  following  a  month's  negotiations  between  the  company  and  Mr. 
Ho<jver  and  Mr.  Rolph,  the  United  States  Food  Administration  wrote  a  letter 
to  tlii^;  company  requesting  the  company  to  enter  into  a  voluntary  agreement 
u  itli  it  for  the  purchase  of  imported  raw  sugar  through  the  Interna tional  Sugar 
Committee  and  the  sale  of  refined  at  a  maximum  refining  margin  of  1.30  cents 
net  per  pound  for  fine  granulated  sugar  in  barrels  f.  o.  b.  refinery.  (See  letter 
of  October  6,  1917,  printed  on  pages  77  and  78.)  The  legality  of  the  agreement 
had  been  approved  by  the  Attorney  General  of  the  United  States,  and  at  a 
riK*eting  of  the  board  of  directors  held  on  October  9,  1917,  the  president  of  this 
fompany  was  duly  authorized  to  execute  it.  The  voluntary  execution  of  this 
agreement  at  the  urgent  request  of  the  Food  Administrator  and  the  efforts  of 
rhe  company  to  malce  effective  the  plans  and  aims  of  the  Ignited  States  Food 
Administration  attest  to  the  sincere  purpose  of  the  company  to  meet  the  request 
of  the  Government  in  the  present  emergency. 

All  other  American  refiners  were  also  requested  by  the  Food  Administrator  to 
execute  similar  voluntary  agreements  with  him  and  one  and  all  met  his  wishes 
iii  the  matter. 

I'revlously  and  in  August,  as  is  recited  in  the  statement  of  the  Food  Ad- 
ministration referred  to,  "  representatives  of  85  per  cent  of  the  domestic  beet- 
>nj:ar  industry  met  with  the  Food  Administration  in  Washington  and  pledged 
the  interests  which  they  represented  to  maintain  a  price  for  their  product  of 
not  to  exceed  7.25  cane  basis  seaboard  refining  points  from  the  beginning  of  the 
crop  starting  in  October  until  same  had  been  distributed."  The  price  for 
domestic  beet  sugar  then  agreed  upon  and  later  accepted  by  the  entire  domestic 
l»eet  industry  is  not  one,  however,  that  the  company  can  meet  on  the  present 
price  of  raw  cane  sugar  or  on  any  basis  prevailing  since  last  June. 

It  should  also  be  borne  In  mind  that  the  company  has  been  under  notice  of 
;:ovemmental  supervision  since  the  food-control  bill  was  first  Introduced  in 
Congress  and  has  been  compelled  to  shape  its  iwlicy  with  such  supervision  in 
prospect.  As  early  as  July  27  this  company  in  its  Trade  Bulletin  reviewed  the 
hltuation  confronting  the  industry  and  made  this  very  pertinent  statement : 

"  It  should  be  recorded  that  the  United  States  refiners  are  and  have  been 
under  notice  of  Government  control.  The  iwsition  of  the  United  States  refiners, 
therefore,  so  far  as  the  risk  of  inventory  is  concerned,  has  been  wealcened  by 
such  notice  and  made  uncertain.  Under  these  circumstances  the  refiners  have 
been  largely  relieved  of  the  responsibility  of  safeguarding  the  united  States 
supply." 

The  Chairman.  You  made  that  statement,  did  you  not,  Mr.  Babst  ? 
This  is  you  statement,  is  it  not? 

Mr.  Babst.  It  has  my  approval. 

The  Chairman.  And  you  agree  with  it  now? 

Mr.  Babst.  I  do. 

The  Chairman.  A  while  ago  you  stated  that  in  the  absence  of 
Government  control  you  regarded  it  to  be  the  duty  of  the  refiners 
and  ffreat  dealers  to  see  to  it  that  the  market  was  supplied  if  it  was 
possible  to  supply  it  by  a  reasonable  act,  and  that  obligation  you 
regarded  as  continuing  until  "under  these  circumstances  Sie  refiners 
have  been  largely  relieved  of  the  responsibility  of  safeguarding  the 
United  States  supply."  In  other  words,  the  responsibility  which 
had  theretofore  been  upon  the  refiners  now  moved  over  to  those  who 
undertook  to  control  the  sugar  supply,  did  it  hot  ? 

Mr.  Babst.  Not  entirely. 

The  Chairman.  If  it  did  not  entirely,  then  in  so  far  as  the  refiner 
was  relieved  of  his  responsibility  it  must  have  been  devolved  upon  the 
power  or  force  that  had  undertaken  to  handle  the  situation.  Is  not 
that  true? 

Mr.  Babst.  Whenever  that  situation  was  finally  put  into  their 
hands,  it  was  then  their  responsibility.    We,  however,  having  had 
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notice  of  govermnental  control,  naturally  shaped  our  policies  in  view 
of  such  governmental  control.    We,  however,  carried  as  large  an 

inventory  of  raw  suffar 

^  The^  Chairman,  l  did  not  ask  you  that  I  am  asking  the  ques- 
tion simply  eft  your  attitude,  where  the  responsibility  was,  in  your 
judgment  I  am  not  asking  you  what  you  did  under  it  That  i^ 
a  different  question.    You  have  already  put  in  your  tables. 

Mr,  Babst.  If  you  are  inquiring  into  the  conditon  of  the  present 
sugar  situation,  it  is  necessary  for  you  to  know  how  we  acted  under 
our  responsibility. 

The  Chairman.  Very  well.  We  will  get  at  that.  One  thing  at 
a  time.  You  did  receive  on  August  25  this  letter  which  vou  nave 
handed  me  and  which  bears  that  date,  from  Mr.  Hoover,  ana  I  would 
like  to  put  that  in  the  record. 

(The  letter  referred  to  is  marked  "  Exhibit  No.  41 "  and  is  printed 
in  full  on  page  183  of  this  record.) 

The  Chairman.  You  got  that  letter  from  Mr.  Hoover,  did  vou 
not? 

Mr.  Babst.  Yes;  our  company  did. 

The  Chairman.  Up  to  that  time  had  you  been  buying  Cuban 
sugars? 

Mr.  Babst.  Shall  I  give  you  the  purchases  by  weeks?  That  will  be 
an  easy  way  to  do  it. 

The  Chairman.  Yes,  sir;  give  us  your  purchases  and  your  prices. 

Mr.  Babst.  Do  you  wish  the  prices  as  well  ? 

The  Chairman.  If  you  can  do  it  conveniently  I  would  very  much 
prefer  having  the  prices  right  in  connection  with  the  purchases,  and 
also  please  state  clearly — you  will  understand  the  importance  of  it — 
what  price  you  are  giving :  that  is.  whether  it  is  the  price  Cuba  f .  o.  b., 
or  what  it  is. 

Mr.  BabstA  I  will  give  the  purchases  by  weeks,  and  give  the  average 
cost,  duty  paid  New  York. 

The  Chairman.  Duty  and  freight  paid? 

Mr.  Babst.  Yes;  that  is,  the  cost  and  freight  duty  paid;  delivered 
New  York. 

For  the  week  of  August  3  we  purchased  28,014  tons,  at  an  average 
cost  of  7.11  cents. 

The  week  ending  August  11  we  purchased  10,475  tons,  at  an  average 
cost  of  7.51  cents. 

The  week  ending  August  18,  1917,  we  purchased  3,745  tons,  at  an 
average  price  of  7.27  cents. 

We  made  no  purchases  for  the  week  ending  August  25. 

For  the  week  ending  September  1  we  purchase  6,807  tons,  at  an 
average  cost  of  7  cents. 

We  made  no  purchases  in  the  week  of  September  15. 

The  Chairman.  That  jumps  from  the  1st  to  the  15th? 

Mr.  Babst.  Yes,  sir. 

The  Chairman.  Any  on  the  8th? 

Mr.  Babst.  None  for  the  week  of  the  8th,  and  none  for  the  week  of 
the  15th.  And  for  the  week  of  September  22  we  purchased  2,967 
tons,  at  an  average  cost  of  6.90  cents.  We  made  no  purchases  in  the 
week  of  September  29.  We  made  no  purchases  in  the  week  of  October 
6.  For  the  week  ending  October  13  we  purchased  3,132  tons,  at  an 
average  cost  of  6.88  cents. 
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The  International  Sugar  Committee  was  appointed  on  September 
'20,  and  on  September  26  all  of  the  American  refiners  were  notified 
that  the  purchases  from  that  time  forward  were  in  the  hands  of  the 
International  Sugar  Committee.  So  that  sugars  which  I  speak  of  as 
having  been  purchased  in  those  weeks  were  really  assigned  to  us,  as 
I  now  recall,  by  the  American  members  of  the  International  Sugar 
Committee.    How  far  do  you  wish  me  to  go  with  the  figures  ? 

The  Chairman.  You  have  got  down  to  a  point  now  where  the 
International  Sugar  Committee  is  handling  the  purchases. 

Mr.  Babst.  Yes;  past  that  point. 

The  Chairman.  I  will  thank  you  now  if  you  will  go  back.  You 
began  with  the  3d  of  August,  i  wish  you  would  give  us  your  pur- 
chases from  June  and  the  prices — say,  from  the  1st  of  June  on. 

Mr.  Babst.  We  can  give  you  a  table ;  but  I  will  give  you  what  is 
here,  and  then  supply  it. 


Weekending— 


June  2, 1917.. 
7tme  23, 1917 
Jane  30, 1917 
July  7, 1917.. 


Tods  pur* 
chased  . 

Cost. 

15,238 

29,107 

4,427 

34,214 

6.89 
5.98 
6.02 
0.37 

Week  ending- 


July  14, 1917 
July  21, 1917 
July  28, 1917 


^.zancort. 


29,928 
51,848 
22,988 


6.84 

6.57) 

6.67 


The  Chairman.  We  already  have  August  4.  We  had  all  of 
August,  except  that  there  was  an  omission. 

Mr.  Babst.  No;  the  omission  was  in  June.  I  can  give  you  the 
month  of  June  as  a  whole,  but  I  think  we  had  better  work  it  out  by 
weeks,  and  then  there  will  be  no  question  at  all. 

The  Chairman.  During  the  time  you  were  buying  sugar  in  this 
way — ^you  have  now  brought  the  matter  down  to  August — ^were  sugars 
also  being  bought  in  Cuba  by  f  (^reiffn  countries  ? 

Mr.  Babst.  Between  whicn  dates  s 

The  Chairman.  During  the  period  of  time  that  is  covered  by 
these  dates  you  have  just  given  me.  We  began  with  the  week  ending 
June  2,  and  we  ran  on  down  to  the  date  of  the  appointment  of  the 
International  Committee,  which  was  September  20.  I  am  asking 
YOU  if  during  that  same  period  foreign  governments  were  purchasing 
in  Cuba? 

Mr.  Babst.  They  were.    Taking  the  matter  up  by  weeks 

The  Chairman  (interrupting).  Without  taking  it  by  weeks,  could 
you  give  it  to  us  by  months  quickly,  or  is  it  easier  to  get  at  it  more 
quickly  by  weeks? 

Mr.  Babst.  To  get  at  it  accurately  it  ought  to  be  presented  to  you 
in  a  table. 

Senator  Kenton.  Can  you  not  fix  up  a  table  and  put  it  in  the 

record? 

Mr.  Babst.  I  can  say,  however,  that  there  were  large  purchases  by 
foreign^ovemments  in  this  period. 

The  Chairman.  Can  you  now  approximate  it  for  my  benefit,  re- 
serving the  right  to  put  m  a  table  and  correct  the  figures? 

Senator  Vardaman.  I  would  let  him  put  it  in  as  he  wants  to. 

The  Chairman.  When  I  say  forei^  governments  I  do  not  mean 
the  governments;  I  mean  people  outside  of  the  United  States — gov- 
ernments and  people.    What  were  the  foreign  purchases? 


190  SHORTAGE  OF  8UGAB. 

Mr.  Babst.  I  do  not  believe  it  would  be  possible  to  answer  that 
question  without  special  examination  in  Cuba.  We  have  the  ship- 
ments from  Cuba  by  the  months. 

The  Chairman.  That  is  what  I  want,  the  shipments.  I  get  in- 
accurate about  these  terms.  I  do  not  suppose  you  could  tell  about 
private  purchases.    But  you  could  tell  about  the  shipments. 

Mr.  Babst.  On  page  23  of  the  report  there  is  a  table  at  the  bottom 
of  the  page  giving  the  shipments  out  of  Cuba  for  the  months  of  June, 
July,  August,  and  September,  for  the  years  1916  and  1917.  Such 
table  shows  that  during  the  months  of  jfune,  July,  August,  and  Sep 
tember,  1916,  there  were  shipped  out  of  Cuba  246,095  tons  and  dur- 
ing the  same  months  of  1917  there  were  436,253  tons. 

The  Chairman.  And  this  table  also  shows  the  amount  that  was 
shipped  by  months. 

Mr.  Babst.  Shipped  by  months.  Senator  Beed,  you,  of  coui^e, 
understand  that  by  shipments  we  do  not  mean  or  intend  to  in  any 
way  infer  that  the  sugar  was  purchased  and  then  shipped.  These 
purchases  shipped  in  June  were  made  earlier,  and  shipments  made 
in  July  were  purchased  earlier.  But  that  shows  the  actual  nioveiupiii 
of  the  sugar  for  those  four  months,  showing  a  movement  of  l'00,(>iH' 
tons  larger  in  these  four  months  of  this  year  than  the  corresponding 
four  months  of  last  year. 

The  Chairman.  And,  of  course,  you  do  not  mean  to  say,  Mr.  Babst. 
that  the  purchase  of  beet  sugars  for  the  European  market  was  made 
any  longer  in  advance  than  probably  the  American  purchases.  There 
were  in  the  Cuban  market  Americans  buying  sugar  and  Europeans 
buying  sugar  during  all  of  these  months  ? 

Mr.  Babst.  That  is  true ;  but  as  to  the  time  Europe  purchased,  that 
they  tried  to  keep  very  confidential,  and  we  have  no  accurate  infor- 
mation as  to  that. 

The  Chairman.  You  were  buying? 

Mr.  Babst.  We  were  buying;  all  refiners  were  buying. 

The  Chairman.  You  were  not  the  only  American  sugar  refinery 
buying,  but  all  the  refineries  on  the  Atlantic  coast  were  eoually  try- 
ing to  get  sugar  in  Cuba,  were  they  not,  and  were  getting  it? 

Mr.  Babst.  That  is  always  true ;  it  was  true  then. 

The  Chairman.  That  was  the  situation  up  to  the  time  when  Mr. 
Hoover  wrote  you  this  letter  of  August  25  ? 

Mr.  Babst.  Entirely  correct. 

The  Chairman.  And  when  you  got  this  letter  of  August  25  did 
you  heed  the  request  Mr.  Hoover  made,  which  is — 

Would  it  not  be  advisable  for  you  to  reduce  your  offers  for  Cuban  supirs  to  a 
basis  which  will  enable  you  to  compete  with  the  bid  price?  Other  larjre  buypr- 
will  no  doubt  reduce  their  bids  likewise. 

Did  you  reduce  your  bids  for  Cuban  sugar? 

Mr.  jBabst.  In  the  first  place,  a  sugar  refiner  never  makes  a  bid 
for  sugar.    A  refiner  only  accepts  offers. 

The  Chairman.  Permitting  me  to  have  the  same  lack  of  knowledge 
in  regard  to  terms  as  Mr.  Hoover  had 

Mr.  Babst.  That  is  quite  an  important  consideration. 

The  Chairman  (continuing).  And  translating  the  technical  mis- 
takes of  both  of  us  into  sugar  language,  did  you  comply  with  the 
request  of  Mr.  Hoover,  reducing  your  offerings  or  your  prices? 
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Mr.  Babst.  Our  acceptance  of  offers? 

The  Chaibman.  Yes. 

Mr.  Babst.  We  did  naturally  comply. 

The  Chairman.  Do  you  know  whether  other  sugar  refiners  who 
had  been  in  the  Cuban  market,  as  you  were,  received  similar  re- 
quests from  Mr.  Hoover? 

Mr.  Babst.  I  assume  they  did  and  I  assume  they  likewise  com- 
plied.   At  the  moment  there  was  almost  no  sugar  offering. 

The  Chairman.  And  yet  Mr.  Hoover  saw  fit 

Mr.  Babst.  Because  there  was  none  to  offer. 

The  Chairman.  He  wrote  you  this  letter.  He  evidently  thought 
there  was  some  offering,  did  he  not? 

Mr.  Babst.  We  interpreted  the  letter  quite  differently.  We  inter- 
preted this  letter  as  a  suggestion  from  him  that,  there  being  prac- 
tically little  or  no  sugar  to  be  purchased,  if  there  was  the  ordmary 
scramble  of  competition  to  get  hold  of  the  few  supplies  there  were 
in  Cuba,  our  price  for  sugar  would  go  even  higher  than  it  had. 

The  Chairman.  Mr.  Babst,  you  know  that  within  the  four  corners 
of  that  letter  there  is  not  a  single  word  that  would  justify  your 
comment. 

Mr.  Babst.  I  am  merely  giving  you  our  interpretation  of  the  sug- 
gestion. 

Tlie  Chairman.  I  am  talking  about  what  is  in  the  letter. 

Mr.  Babst.  I  am  talking  from  a  knowledge  of  the  actual  condi- 
tions at  that  time. 

The  Chairman.  You  got  a  letter  from  Mr.  Hoover  September 
17,  did  you  not? 

Mr.  Babst.  This  is  one  of  the  letters  I  handed  you ;  yes. 

The  Chairman.  I  have  not  read  it,  but  I  am  going  to  read  it  into 
the  record. 

(The  chairman  thereupon  read  the  letter,  which  is  Exhibit  No.  42, 
and  will  be  found  printed  in  full  on  page  183  of  this  record.) 

The  Chairman.  That  was  received  on  September  19,  and  you  say 
that  the  International  Committee  was  appointed  on  September  20  ? 

Mr.  Babst.  And  the  Franklin  Sugar  Kefining  Co.,  of  Philadelphia, 
was  closed  on  September  15.  Arbuckle  Bros.,  of  Brooklyn,  closed  on 
September  19,  the  very  date  of  that  letter. 

The  Chairman.  So  it  is  likely  that  all  these  companies  received 
similar  communications? 

Mr.  Babst.  No.  It  is  the  fact  that  the  supplies  were  so  meager 
that  at  that  time  those  two  refineries  already  were  compelled  to  close 
down  by  reason  of  the  lack  of  supplies. 

The  Chairman.  We  will  get  to  the  question  of  whether  they  were 
compelled  to  close  or  not.  In  other  words,  you  take  the  position  that 
when  Mr.  Hoover  wrote  you  this  first  letter  asking  j'ou  to  not  bid 
on  Cuban  sugar  there  was  not  really  anything  there  to  buy  anyhow, 
and  Mr.  Hoover  did  not  know  what  he  was  talking  about? 

Mr.  Babst.  No;  there  was  not  anything  there  that  was  worth 
buying,  anyhow.  There  was  a  great  demand  and  there  was  no  sup- 
ply to  speak  of. 

The  Chairman.  You  got  a  letter  of  September  26  also,  did  you 
not? 

Mr.  Babst.  We  did. 
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(The  chairman  thereupon  read  the  letter,  whioh  is  Ezhftit  No.  43, 
and  will  be  found  printed  in  full  on  page  188  of  this  record.) 

The  Chairhan.  That  letter  was  sent  to  the  American  Sojpur  Be- 
fining  Co.,  of  which  you  weve  the  president  ? 

Mr.  Babst.  That  is  correct. 

The  Chairman.  And  you  were  one  of  the  members  of  <^is  Inter- 
national Committee} 

Mr.  Babst.  That  is  correct. 

The  Chairman.  When  did  you  become  aware  that  the  sugar  sup- 
ply in  Cuba  was  substantially  eidiausted  ? 

Mr.  Babst.  I  had  been  very  much  concerned  about  the  supply  for 
some  time,  but  I  did  not  learn  the  actual  condition  in  Cuba  until  I  be- 
came a  member  of  the  International  Sugar  Committee. 

The  Chairman.  Mr.  Babst,  how  far  back  had  you  been  concerned? 
How  long  before  you  became  a  member  had  you  been  really  con- 
cerned about  the  supply  in  Cuba  being  exhausted? 

Mr.  Babst.  Since  the  29th  of  June,  1917. 

The  Chairman.  What  happened  on  the  29th  of  June  that  caused 
you  to  become  alarmed  ? 

Mr.  Babst.  I  was  in  Washington  on  the  28th  of  June,  and  realized 
that  the  prospect  of  the  Senate  Finance  Committee  changing  its 
action  in  regard  to  the  repeal  of  the  drawback  was  very  slight. 

Senator  I^dge.  I  had  something  to  do  with  the  repeal  of  the  draw- 
back ;  at  least,  I  had  something  to  do  with  opposing  the  repeal  of  the 
drawback.  Did  the  fact  of  whether  we  left  it  in  or  took  it  out  affect 
the  world's  supply  ? 

Mr.  Babst,  It  affected  the  available  supply  for  the  United  States. 

Senator  Lodge.  Yes;  but  not  the  world's  supply? 

Mr.  Babst.  No.  But  ttiere  are  two  kinds  of  sugar  in  the  world, 
available  sugar  and  unavailable  sugar.  UnavailaDie  sugar  is  of  no 
more  use  than  gold  which  has  not  been  mined. 

The  Chairman.  Why  was  it  not  available  ? 

Senator  Lodge.  Why  was  it  not  available?  It  was  taken  to  Eng- 
land raw.  That  was  the  objection  you  made  before  the  Finance 
Committee. 

Mr.  Babst.  It  was  not  available  to  this  country. 

Senator  Lodge.  One  of  your  objections  was  that  you  would  not 
get  the  benefit  of  iH^ning  it  in  this  country.  That  objection  you  made 
over  and  over  again  before  the  Finance  Conmiittee. 

Mr.  Babst.  That  is  absolutely  true,  and  followed  out  by  the  full 
operation  of  the  year. 

Senator  Lodge.  What  difference  did  it  make  on  the  worid's  supply 
whether  it  came  into  this  country  refined  and  went  out,  or  wh^her 
it  went  out  as  raw  sugar?    We  got  it  in  either  event. 

Mr.  Babst.  Not  at  all,  Senator  Lodge. 

Senator  Lodge.  Your  argument  now  does  not  coincide  with  your 
ar^ment  then. 

If r.  Babst.  Entirely. 

Senator  Lodge.  Allow  me  to  differ. 

Mr.  Babst.  In  my  judgment;  I  beg  your  pardon.  In  my  judg- 
ment, it  is  one  and  the  same  argument,  and  the  facts  have  sustained 
the  whole  development. 

Senator  Lodge.  I  listened  to  you  some  hours,  and  the  argument 
was  very  different. 
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The  Chairman.  Let  us  see.  There  is  a  certain  amount  of  sugar 
in  the  world.  The  passage  of  a  law  would  not  take  one  pound  out 
of  the  world — ^that  is,  it  would  not  absolutely  destroy  the  sugar — ^the 
su^ar  would  be  left,  would  it  not? 

Mr.  Babst.  Somewhere  in  the  world ;  yes. 

The  Chairman.  If  the  law  had  been  repealed,  then  a  large  part 
of  the  sugar  which  would  have  come  into  the  United  States  to  be  re- 
fined would  not  have  come  to  the  United  States,  but  would  have  been 
purchased  and  taken  directly  to  England,  or  to  some  place  in  Europe, 
some  place  outside? 

Mr.  Babst.  Canada,  more  likely. 

The  Chairman.  More  likely  to  Canada,  and  there  refined. 

Mr.  Babst.  That  is  perfectly  true.  Senator  Eeed. 

The  Chairman.  Let  me  follow  that  up. 

Mr.  Babst.  You  will  only  lead  to  a  false  conclusion. 

The  Chairman.  No  ;  I  am  not  going  to  lead  to  a  false  conclusion. 

Mr.  Babst.  I  am  trying  to  help  you  to  the  right  one. 

The  Chairman.  If  the  law  were  not  repealed,  the  sugar  would 
come  to  the  American  sugar  mill  and  be  there  refined.  That  is  true, 
is  it  not?  So  that  the  sugar  would  either  be  sent  to  America  to  be 
refined,  or  it  would  be  sent  to  Europe  to  be  there  refined,  or  to  Canada 
to  be  tnere  refined.  That  is  true,  is  it  not?  Now,  is  that  not  true? 
It  is  so  obvious  that  one  ought  not  to  ask  it. 

Mr.  Babst.  The  two  statements  are  true.  But  neither  statement 
is  complete,  so  far  as  it  applies  to  the  situation,  because  time  and  con- 
dition are  elements  in  sugar  markets,  as  in  every  other  staple  market. 

The  Chairman.  You  say  that  the  threat  of  the  repeal  or  the  draw- 
back caused  England,  or  Europe,  to  rush  into  the  Cuban  market  and 
buy  sugars  there  to  be  refined  m  Europe,  or  to  be  refined  in  Canada, 
or  to  be  refined  some  place  else.  That  is  one  of  your  statements,  is 
it  not? 

Mr.  Babst.  That  is  correct. 

The  Chairman.  Is  it  not  true,  that  notwithstanding  the  fact  of 
this  threatened  drawback,  notwithstanding  the  fact  oi  all  this  raid 
on  the  Cuban  sugar  market,  that  still  Europe  came  to  this  country 
and  purchased  of  refined  sugar  this  year  more  than  she  did  last  year? 

Mr.  Babst.  The  first  10  months  of  1916  there  were  exports  of  re- 
fined sugar  from  the  United  States,  in  round  figures,  of  668,000  tons. 
In  the  corresponding  10  months  of  1917,  there  were  exports  from  the 
United  States  of  refined  sugar,  in  round  figures,  of  367,000  tons; 
being  800,000  tons  less  for  1917  than  1916. 

The  Chairman.  Exactly.  The  excess  of  purchases  in  Cuba  by 
Europe  during  the  last  year  did  not  equal  the  difference  between  the 
refined  sugars  which  were  sold  the  year  before  and  the  refined  sugars 
which  were  sold  this  year. 

Mr.  Babst.  That  is  perfectly  true.  But  that  statement  also  leads 
to  as  wrong  a  conclusion  as  the  one  before  attempted  to  be  drawn.  I 
would  like  to  give  you  the  facts  in  the  whole  matter,  Senator  Reed. 

The  Chairman.  We  will  give  you  a  chance  to  do  it. 

Mr.  Babst.  I  am  perfectly  content  to  go  along,  except  you  are  not 
getting  at  the  situation. 

The  Chairman.  You  continue  to  go  back  in  argument  to  this 
legislation  in  regard  to  the  drawback. 
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Mr.  Babst.  Which  I  say  was  one  of  the  factors. 

The  Chairman.  Now,  you  have  stated  that  that  produced  a  large 
influx  of  buyers  or  of  demand  for  Cuban  raws? 

Mr.  Babst.  Of  both. 

The  Chairman.  And  that  that  took  of  Cuban  raws  from  Cuba 
approximately  200,000  tons  of  raw  sugar? 

Mr.  Babst.  That  is  entirely  correct. 

The  Chairman.  Which  was  in  excess  over  the  amount  that  they 
took  the  year  previous.  But  it  also  appears  that,  notwithstanding 
this  wicked  legislation,  which  was  threatened 

Mr.  Babst  (interposing).  And  which  did  not  take  place. 

The  Chairman.  And  which  did  not  take  place — ^they  came  to  the 
su^ar  refiners  and  purchased  from  the  sugar  refiners  of  this  country 
only  about  one-half  of  the  sugar  they  had  the  year  previous? 

Mr.  Babst.  Oh,  not  at  all. 

The  Chairman.  Well,  300,000  less  than  they  did  the  year  previous. 
So  that  the  net  loss  to  this  country  of  Cuban  sugars  lastyear  over 
the  year  previous  was  not  a  loss  at  all,  but  was  a  plu&  We  did  not 
lose  sugars  to  Europe,  compared  with  the  year  previous,  even  count- 
ing the  raws.    That  is  the  fact  about  the  matter,  is  it  not? 

Mr.  Babst.  We  have  made  a  compilation  of  the  imports  into  the 
United  States  from  Cuba  for  the  two  years,  1916  and  1917,  up  to  and 
through  December  13,*  1917,  which  shows  that  for  that  period  there 
were  imported,  in  1916,  in  round  figures,  2,125,000  tons;  in  1917,  in 
round  figures,  there  were  imported  1,900,000  tons,  ^a  difference  of 
2252OOO  tons  less  imports  from  Cuba  into  the  United  States  in 
1917  than  in  1916^  comparing  up  to  and  including  December  13  of 
each  year,  respectively. 

The  Chairman.  How  much  did  the  shipments  of  refined  sugar  to 
Europe  fall  off? 

Mr.  Babst.  Now,  we  have  different  dates.  But  the  round  figures 
still  represent  it.  It  already  has  been  stated  that  the  exports  of  re- 
fined sugar  from  the  United  States  for  the  first  10^  months  of  1916, 
in  round  figures,  were  668,000  tons,  and  in  1917,  in  round  figures, 
367,000  tons ;  or  a  decrease  in  1917,  in  round  figures,  of  800,000  tons. 

The  Chairman.  That  meant  a  net  gain  to  the  United  States  in 
sugar  of  how  much  ?  The  imports  from  Cuba  fell  off  approximately 
200,000  tons,  and  the  exports  from  the  United  States  to  Europe  fell 
off  approximately  300,000  tons,  and  that  left  us  100,000  to  the  good 
this  year  over  last  year? 

Mr.  Babst.  Making,  of  course,  the  necessary  readjustments  by  rea- 
son of  the  difference  given  in  the  dates  as  to  the  two  periods. 

The  Chairman.  Yes. 

Mr.  Babst.  Do  you  wish  to  go  on  questioning  in  the  same  wayt 
Because  I  would  like  to  help  you,  if  I  could,  by  shortening  mat- 
ters up. 

The  Chairman.  We  will  get  along  without  very  much  assistance 

Mr.  Babst.  You  are  not  getting  to  a  conclusion.  Senator  Reed. 

The  Chairman.  We  are  getting  to  a  fact,  and  we  are  going  to  draw 
our  conclusion. 

Senator  Lodge,  If  you  will  let  the  committee  ask  questions  and  not 
try  to  help  them,  I  think  we  will  get  along  faster. 
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Mr.  Bab8t.  I  wish  it  understood  that  I  am  testifying  that  the 
threatened  drawback  repeal  is  only  one  of  the  factors  which  has 
resulted  in  the  dislocation  of  the  American  market. 

The  Chairman.  _As  late  as  July  there  was  printed  in  the  Munsey 
Magazine  an  article  which  you  thought  so  much  of  that  you  have 
reproduced  it  in  the  American  Sugar  Refining  Co.'s  publication. 
Your  article  contains  the  statement : 

Housewives  should  pay  no  attention  to  tlie  unfounded  stories  us  to  tlie  short- 
age of  sugar. 

Mr.  Babst.  It  is  an  exact  reprint  of  an  advertisement  inserted  in 
the  newspapers  in  Februarv,  1917,  and  referred  entirely  to  the  un- 
easiness of  the  public  caused  by  the  strikes  in  the  middle  of  February 
and  early  March  of  1917. 

The  Chairman.  Did  you  pay  for  this  article  that  went  in  the 
Munsey  Magazine  as  a  part  of  your  advertising  program! 

Mr.  !Babst.  Certainly  not. 

The  Chairman.  That  was  complimentary,  but  the  rest  of  these 
ads  you  paid  for? 

Sir.  Babst.  Only  the  advertisements  which  appeared  here  as  adver- 
tisements, and  which  were  all  published  in  February  or  March. 

The  Chairman.  I  am  going  to  put  the  advertisements  in  and  let 
them  speak  for  themselves  to  the  Senate  and  to  the  committee. 

Mr.  ^abst,  when  did  you  become  a  member  of  the  international 
committee ! 

Mr.  Babst.  I  was  required  to  take  an  oath  of  office  and  received  a 
commissioai  the  date  of  which  I  do  not  recall,  but  the  public  an- 
nouncement of  the  appointment  of  the  international  sugar  com- 
mittee was  September  20,  1917. 

The  Chairman.  What  was  the  business  of  the  American  members 
of  that  committee;  what  were  their  functions? 

Mr.  Babst.  The  duties  of  the  committee  itself  and  of  the  American 
members  were  all  expressed  in  the  contract  which  the  refiners  of  the 
Ignited  States  severally  and  voluntarily  entered  into  with  Herbert 
Hoover,  as  United  States  Food  Administrator,  acting  in  behalf  of  the 
President  of  the  United  States. 

The  Chairman.  That  is  the  contract  that  has  been  put  in  evidence, 
I  believe.    Have  you  a  copy  of  it  there? 

Mr.  Babst.  I  have  a  printed  copy  of  our  own,  the  same  thing. 

The  Chairman.  You  say  this  contract  was  entered  into  voluntarily. 
The  sugar  men  were  all  called  here  to  Washington,  were  they  not? 

Mr.  Babst.  They  were,  on  September  6, 1917. 

The  Chairman.  If  the  contract  was  not  put  in,  let  it  now  be  con- 
sidered in.  When  I  say  the  cane-sugar  men  were  brought  here,  I 
moan  the  cane-sugar  growers. 

Mr.  Babst.  Cane-sugar  refiners. 

The  Chairman.  And  for  something  like  a  month  negotiations  went 
<»n  as  to  the  form  of  this  contract? 

Mr.  Babst.  At  the  meeting  of  September  5,  1917,  Mr.  George  M. 
Kolph  read  to  the  meeting  a  form  of  contract. 

Tiie  Chairman.  I  do  not  want  to  go  into  the  details.  The  final 
form  was  not  agreed  upon  for  somethmg  like  30  days.  That  is  true, 
'\9  it  not? 


196  SHOBTAQE  OF  8TJQAB. 

Mr.  Babst.  That  contract  was  subsequently  sent  to  the  American 
Sugar  Befining  Co.,  and  at  a  later  date  the  refiners  were  called  to- 
Fffetner  and  discussed  its  various  provisions  with  Mr.  Rolph,  until 
finally  the  present  form  was  entered  into  on  October  10. 

The  Chairman.  You  could  have  said  that  the  negotiations  lasted 
about  30  days^  could  you  not?  What  did  the  American  members 
of  the  international  committee  have  to  do  with  the  question  of  price  i 
Will  you  call  my  attention  to  the  paragraph  under  which  they  fixed 
prices? 

Mr.  Babst.  You  are  referring  now  merely  to  the  American  mem- 
bers? 

The  Chairman.  Yes.  What  did  the  commission  have  to  do  with 
the  fixing  of  prices  ?  I  will  put  it  that  way,  broadly.  Can  you  refer 
me  to  the  clause  in  the  contract  i 

Mr.  Babst.  It  reads  [reading]  : 

ParaiH'nph  1.  The  United  States  Food  Administrator  agrees  that  the  said  Inter- 
national Sugar  Committee  shall  arrange  for  tlie  purchase  of  raw  sugar  from  the 
West  Indies,  and  such  other  import  sources  as  are  available,  for  the  purpose 
of  supplying  a  portion  of  the  requirements  of  the  United  States,  and  of  the  other 
nations  at  war  with  Germany. 

The  Chairman.  Now,  in  a  word,  all  of  the  sugar  refiners  by  this 
agreement  quit  buying,  and  the  English  Government  quit  buying,  so 
that  the  entire  market  came  under  the  control  of  the  international 
committee — ^the  world's  market  of  sugar? 

Mr.  Babst.  That  is  a  correct  statement. 

The  Chairman.  Then  the  second  clause  provided  that  [reading] : 

All  questions  of  a  purely  domestic  nature  coming  before  the  International 
Sugar  Committee  in  the  performance  of  the  duty  assigned  to  it  by  this  contract 
shall  be  referred  to  the  American  members  of  said  committee  for  action. 

So  that  the  international  committee,  of  which  the  three  Americans 
were  members,  by  being  a  part  of  the  committee  that  fixed  the  world's 
prices,  were  able  to  have  an  influence  in  fixing  the  prices,  and  did 
have  an  influence? 

Mr.  Babst.  We  only  had  an  influence  as  we  were  individual  mem- 
bers of  the  International  Sugar  Committee,  of  which  there  are  five 
members. 

The  Chairman.  I  understand.  But  the  International  Sugar  Com- 
mittee fixed  the  price  of  the  world's  sugar.    That  is  true,  is  it  not  ? 

Mr.  Babst.  The  International  Sugar  Committee  negotiated  for 
a  price  in  order  to  arrange  for  purchases  of  sugar  for  me  world. 

The  Chairman.  The  International  Suear  Committee  constituted 
the  onlv  market  there  was  for  sugar  in  the  world,  and  the  Interna- 
tional l^ugar  Committee  had  to  be  a  party,  at  least,  to  any  agreement 
as  to  the  prices  on  one  side — ^the  purchasing  party? 

Mr.  Babst.  They  had  to  negotiate  for  a  purchase. 

The  Chairman.  Did  they  agree  on  a  price  for  sugars,  and,  if  so. 
when  did  they  first  fix  a  price  ? 

Mr.  Babst.  For  what  sugars? 

The  Chairman.  Any  sugars. 

Senator  Jones.  Mr.  Chairman,  I  would  just  like  to  clear  up  some- 
thing that  may  have,  been  misleading  in  the  question.  The  question, 
as  I  understood  it.  was  whether  this  International  Sugar  Com- 
mittee had  it  in  its  power  to  fix  the  price  of  sugar  for  the  world. 
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I  think  that  was  in  the  question.  I  presume  the  chairman  meant  the 
allies. 

The  Chairman.  I  mean  for  the  allies  and  for  this  country.  The 
central  powers  were  out  of  it. 

Senator  Jones.  What  about  neutral  countries? 

Mr.  Babst.  The  power  of  the  International  Sugar  Committee  to 
arrange  for  purchases  is  very  specifically  set  forth,  and  is  confined^  in 
paragraph  1,  to  the  purchase  of  raw  sugar  from  the  West  Indies, 
which  naturally  includes  Cuba,  Porto  Kico,  San  Domingo,  Haiti,  St. 
Croix,  and  also  from  such  other  import  sources  as  are  available, 
which,  for  example,  would  be  Peru,  Brazil,  Java,  Fiji,  Formosa,  and 
other  foreign  sugar-producing  countries. 

Sonator  I-iOdoe.  Do  you  treat  Porto  Rico  as  a  foreign  country  ? 

Mr.  Babst.  In  order  to  bring  in  Porto  Rico,  by  reason  of  the 
necessities  of  allocating  tonnage  under  the  direction  of  our  Govern- 
ment, the  contract  reads, "  shall  arrange  for  the  purchase  of  raw  sugar 
from  the  West  Indies,"  which  includes  Porto  Rico. 

Senator  Lodge.  You  do  not  arrange  for  Hawaii? 

Mr.  Babst.  All  domestic  sugars  are  specially  excepted  from  the 
contract. 

Senator  Lodgk.  You  do  not  call  Porto  Rican  sugar  domestic 
sugar  ? 

Air.  Babst.  All  other  domestic  sugars  are  expressly  excepted  from 
the  contract,  including  Hawaii,  the  Philippines,  and  Loliisiana. 

Senator  Lodge.  I  do  not  make  myself  clear.  I  am  trying  to  find 
out  whether  you  include  Porto  Rican  sugar  as  a  domestic  sugar. 

Mr.  BxVBST.  The  distinction  made  in  the  contract  is  along  different 
lines,  because  itiWas  necessary  to  include  Porto  Rico  on  account  of 
the  tonnage,  and  therefore  we  did  not  speak  of  it  as  either  domestic 
or  imported.  In  the  same  way  the  Philippines  were  excluded  from 
the  contract,  although  under  some  decisions  which  have  been  made 
the  sugars  coming  from  the  Philippines  are  imports,  although  it  is  a 
part  of  the  United  States. 

Senator  Lodge.  Who  settles  the  price  of  Hawaiian  sugars? 

Mr.  Babst.  The  Hawaiian  sugars  are  entirely  outside  of  the  pur- 
view of  the  International  Sugar  Committee. 

Senator  Vardaman.  Why  was  that  done? 

Mr.  Babst.  Just  for  the  same  reasons  that  other  domestic  sugars, 
such  as  those  from  the  Philippines  and  Louisiana,  were  excepted. 

Senator  Lodge.  Then  I  come  back  to  my  original  question.  You 
do  not  call  Porto  Rican  sugars  domestic  sugars? 

Mr.  Babst.  They  do  not  call  them  one  thing  or  the  other  in  the 
contract,  but  they  wished  to  keep  and  include  the  Porto  Rican  sugars 
within  the  power  of  the  International  Sugar  Committee,  because  it 
was  necessary  to  move  those  sugars  by  the  allocation  of  tonnage  under 
the  direction  of  our  Government. 

Senator  Lodge.  How  do  you  move  the  Hawaiian  sugar? 

Mr.  Babst.  The  Hawaiian  sugars  are,  naturally,  moved  by  ships: 
but  by  ships  on  the  Pacific  Ocean,  which  are  not  under  the  control 
of  the  Shipping  Board  at  the  present  time. 

Senator  Lodge.  I  was  trying  to  get  at  the  distinction. 

Mr.  Babspt.  It  is  very  difficult  for  us  to  get  a  distinction. 

Senator  Lodge.  Porto  Rico  is  part  of  the  TTnited  States,  and  we 
have  lately  made  the  Porto  Ricans  citizens  of  the  United  States;  in 
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other  words,  the  population  of  that  island  are  now  Americans,  and  I 
am  trying  to  see  why  they  were  put  in  the  same  class  with  foreign 
sugars. 

Mr.  Babst.  Only  by  reason  of  the  tonnage  control  on  the  Atlantic 
Ocean. 

Senator  Lodge.  Their  relation  is  not  precisely  the  same  as  that  of 
Cuba  to  this  Government. 

Mr.  Babst.  You  mean  from  a  su^ar  standpoint? 

Senator  Lodge.  I  mean  from  an  international  standpoint. 

Mr.  Babst.  From  a  political  and  international  standpoint,  I  un- 
derstand Porto  Rico  to  DC  a  part  of  the  United  States,  although  sepa- 
rated by  water. 

Senator  Lodge.  Like  Hawaii  ? 

Mr.  Babst.  Like  Hawaii ;  exactly.  But  in  the  case  of  Porto  Rico 
it  was  necessary  for  the  International  Sugar  Committee  to  take  over 
the  arrangement  for  its  purchases  by  reason  of  the  tonnage  situation. 

Senator  Varda^can.  Why  was  that?  I  would  like  to  laiow  the  rea- 
son why  you  reached  that  conclusion. 

Mr.  Babst.  We  did  not  reach  that  conclusion,  Senator  Vardaman. 
The  Government  of  the  United  States  reached  it. 

Senator  Vardaman.  Who  did  it  for  the  Government  of  the  United 
States? 

Mr.  Babst.  So  far  as  I  know,  the  transportation  division  of  the 
Federal  Food  Administration,  in  connection  with  the  Shipping  Board. 

Senator  Vardaman.  Of  course,  you  would  not  know  the  reason  why 
they  did  that. 

Mr.  Babst.  I  do  not  know  the  reasons  of  the  Government,  except 
as  I  have  stated  them. 

Senator  Vardaman.  I  would  like  to  have  the  information,  if  it  is 
obtainable.  What  advantage  or  disadvantage  to  the  Porto  Ricans  was 
that  arrangement,  as  you  have  described  it  ? 

Mr.  Babst.  It  was  considered  of  great  advantage  to  Porto  Rico, 
because  there  is  great  scarci'ty  of  tonnage.  Unless  the  Govenment 
itself  should  allocate  or  designate  certain  tonnage 

Senator  IjOdge.  They  can  not  get  the  sugar. 

Mr.  Babst  (continuing).  To  move  these  sugars,  they  could  not  and 
would  not  come  to  this  country  at  all. 

Senator  Lodge.  There  was  a  sufficient  product,  I  think,  there — 
475,000  tons? 

Mr.  Babst.  Yes. 

Senator  Lodge.  I  mean  there  is  a  sufficient  product  there  to  make 
it  important  to  get  it  into  the  United  States. 

Mr.  Babst.  It  is  extremely  important  for  us  to  have  every  ton  of 
the  Porto  Rican  suirar. 

The  Chairman.  Yet  it  is  not  included  in  this  contract? 

Mr.  Babst.  It  is  especially  included  in  the  contract  for  that  reason- 
Senator  Lodge.  Do  vou  include  also  the  Danish  Islands,  so-called — 
the  Virgin  Islands? 

Mr.  Babst.  We  did.    I  mentioned  St.  Croix. 

Senator  Lodge.  It  is  a  small  amount? 

Mr.  Babst.  It  is  a  small  amount. 

Senator  Lodge.  They  come  under  the  International  Committee,  like 
Porto  Rico? 


SHOBTAOB  OF  BTFGAB.  19^ 

Mr.  Babst.  Yes. 

The  Chairman.  Cominff  back  to  my  question,  as  a  matter  of  fact, 
this  International  Sugar  Committee  were  in  a  situation  to  command 
practically  the  sugar  prices  of  the  world,  outside  of  the  Germanic 
powers,  both  because  they  constituted  the  principal  purchaser  and 
also  because,  through  their  governmental  connection,  they  could  con- 
trol the  tonnage? 

Mr.  Babst.  That  was  the  primary  purpose  of  the  creation  of  the 
International  Sugar  Committee. 

The  Chairman.  I  did  not  ask  the  purpose.    That  is  what  resulted? 

Mr.  Babst.  That  is  what  it  was  intended  to  result  in. 

The  Chairman.  That  is  what  it  resulted  in  ? 

Mr.  Babst.  That  is  what  it  will  result  in,  and  was  intended  to  re- 
sult in. 

The  Chairman.  When  did  the  International  Committee  first 
iindertake  in  any  way  to  regulate  the  price  of  sugar? 

Mr.  Babst.  You  are  now  asking  me  about  a  matter  on  which  I 
have  not  first-hand  information  except  to  say  that  the  first  sugar 
distributed  by  the  International  Committee,  and  for  which  it  ar- 
ranged a  purchase,  was  on  September  27, 1917,  the  day  following  the 
receipt  of  the  letter  of  September  26,  1917. 

The  Chairman.  Where  w«s  that  communication  from? 

Mr.  Babst.  A  purchase  of  6,000  bags,  of  714  tons,  to  the  Warner 
Sugar  Refining  Co.,  of  New  York,  at  a  cost  of  $6.90. 

The  Chairman.  Where? 

Mr.  Babst.  At  New  York. 

The  Chairman.  Was  that  Cuban  sugar? 

Mr.  Babst.  That  was  Cuban  sugar. 

The  Chairman.  On  fixing  the  price,  who  agreed  to  the  price  that 
was  to  be  paid  for  this  sugar? 

Mr.  Babst.  The  seller. 

The  Chairman.  Well,  he  agreed  on  one  side.  Who  agreed  as  to 
the  price  that  was  to  be  paid? 

Mr.  Babst.  Mr.  Eolph,  Mr.  Jamison,  and  myself  agreed  that  we 
should  arrange  for  the  purchase  at  that  price 

The  Chairman.  Yes. 

Mr.  Babst  (continuing).  The  total  amount  which  was  placed 
under  that  arrangement  being  approximately  80,000  bags,  and  which 
was  subsequently 

The  Chairman.  I  did  not  ask  you  what  subsequently  happened  to 
that  sugar.  I  do  not  want  to  trace  it  down  to  the  old  lady  who  made 
preserves  with  it. 

Mr.  Babst.  Oh,  all  right. 

The  Chairman.  Have  you  three  gentlemen  fixed  the  subsequent 
prices  to  be  paid  ? 

Mr.  Babst.  We  have  arranged  the  purchases  on  the  same  basis  of 
6.90,  duty  paid,  and  have  declined  all  offers  at  any  higher  price. 

The  Chairman.  I  did  not  ask  you  if  you  had  fixed  the  prices  which 
have  been  paid  on  subsequent  purchases.    I  want  an  answer,  yes  or  no. 

Mr.  Babot.  We  never  have  fixed  a  price. 

The  Chairman.  You  have  just  stated  that  you  fixed  these  other 
prices. 

Mr.  Babst.  We  have  arranged  for  purchases. 
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The  Chairman.  All  right;  you  arranged  for  the  purchases;  and 
when  YOU  arranged  for  the  purchases  you  stated  how  much  you  would 
pay,  did  you  not  ? 

Mr.  Babst.  No;  we  stated  what  price  we  would  accept. 

The  Chairman.  Accept?  You  make  a  distinction,  under  oath, 
between  that  and  the  question  I  have  just  asked? 

Mr.  Babst.  I  do,  because  under  the  food  act  and  under  the  con- 
tract which  you  have  been  inquiring  into,  and  especially  under  the 
paragraph  to  which  you  have  directs  my  attention,  the  power  of  the 
committee  is  merely  to  arrange  for  the  purchase  of  raw  sugar. 

The  Chairman.  Very  well ;  and  all  that  a  man  does  who  goes  out 
and  purchases  a  horse  on  the  market  is  to  arrange  to  buy  him  and  to 
pay  lor  him;  to  talk  over  the  price? 

Mr.  Babst.  Not  at  all ;  in  that  case  he  buys  him.  We  had  no  power 
to  buy,  but  we  had  power  to  arrange  for  a  purchase. 

The  Chairman.  They  made  the  purchase  in  this  case.  It  went  t4> 
the  Warner  Co.,  did  it  not?  We  need  not  get  into  any  details  aboui 
it,  or  consume  any  time.  As  I  understand  the  situation,  nobody  was 
permitted  to  arrange  for  purchases  except  the  International  Com- 
mittee? ' 

Mr.  Babst.  They  did  not,  because 

The  Chairman."  And  the  International  Committee  would  proceed 
to  arrange  for  purchases,  and  having  arranged  for  them,  they  would 
order  that  sugar  sent  to  one  particular  refiner  or  to  another?  They 
would  allot  the  sugar  to  the  different  people?  That  is  the  method, 
is  it  not? 

Mr.  Babst.  That  is  the  method  under  the  contract,  but  as  a  matter 
of  fact  the  method  so  far  pursued  has  been  to  ask  the  suggestions  of 
the  American  refiners'  committee,  which  is  entirely  a  dinerent  com- 
mittee, composed  of  James  H.  Post,  Claus  A.  Spreckels,  C.  JL 
Warner,  George  H.  Earle,  jr.,  and  Robert  M.  Parker;  and  that  com- 
mittee does  the  distributing  to  the  various  refiners. 

The  Chairman.  The  distributing;  but  I  am  talking  about  the 
price  fixing,  not  the  distributing ;  the  price  fixing.  Now,  you  can 
call  it  price  arrangement  »r  price  fixing,  or  by  any  name  you  want 
to,  but  I  want  to  know  who  has  fixed  the  prices  that  were  paid  in 
the  American  market  for  these  sugars  that  came  through  your  com- 
mittee since  the  date  of  that  first  arrangement  that  you  speak  ofi 
Has  not  your  committee  done  it  all  the  time? 

Mr.  Babst.  It  has  not.  We  have  no  power  to  fix  a  price.  We  have 
no  power  to  buy.  We  have  the  power  to  arrange  for  purchases,  and 
in  arranging  for  those  purchases  we  have  declined  all  offers  which 
were  higher  than  $6.90,  duty  paid,  the  price  which  prevailed  in  New 
York  the  day  we  went  into  office. 

The  Chairman.  Who  agreed  that  you  should?  You  all  agreed 
that  you  would  not  go  above  $6.90,  did  you  ? 

Mr.  Babst.  That  letter  of  Septemlier  26 

The  Chairman.  We  are  spending  a  lot  of  time  about  this, 

Mr.  Babst.  It  is  a  very  important  point  you  have  touched  upon. 

The  Chairman.  It  must  be  a  very  important  one.  It  is  so  im- 
portant that  I  can  not  see  the  difference  between  a  lot  of  men  who 
control  the  sugar  market  of  the  world,  who  are  the  only  purchasers 
to  all  intents  and  purposes,  and  they  say,  "  We  will  only  give  $6.90 
for  sugar,  and  everybody  that  sells  has  got  to  sell  through  us,"  and 
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you  say  that  is  not  fixing  the  price.    I  say  it  is.    But  we  will  not 
quarrel  about  that. 

Mr.  Babst.  Very  well. 

The  Chairman.  We  understand  each  other,  and  what  you  mean 
to  sa^  is  that  this  committee  in  all  cases  since  its  organization  and 
since  it  got  into  operation,  there  about  September  26  or  27,  has  pur- 
sued the  course  of  saying  what  is  the  top  price  they  will  accept 
sugar  atf 

Air.  Babst.  The  distinction  is  very  necessary  by  reason  of  the  lan- 
guage of  the  food-control  act  and  by  reason  of  the  language  of  the 
contract  which  operates  under  that  act. 

The  Chairman.  I  am  not  asking  about  that  distinction ;  I  am  ask- 
ing you  about  the  fact.  Is  it  a  fact  that  all  of  this  sugar  that  has 
been  received  from  abroad  has  been  received  under  the  arrangement 
that  I  have  indicated  ? 

Mr.  Babst.  Will  the  reporter  go  back  and  read  my  previous  an- 
swer, so  that  I  may  be  certain  about  it? 

The  Chairman.  I  do  not  care  to  go  back,  but  I  will  just  ask  you 
over  again.    Is  it  not  a  fact  that  since  the  committee  organized  and 
got  its  first  consignment,  which  was  some  time  in  September,  it  has 
pursued  the  course  jou  have  indicated,  namely,  it  has  stipulated  a ' 
price  beyond  which  it  would  not  buy  sugar? 

Mr.  Babst.  I  can  not  answer  the  question  in  the  form  in  which 
it  is  stated,  because  we  have  no  power  to  buy  sugar;  we  have  no 
power  to  fix  prices. 

The  Chairman.  How  do  you  get  the  sugar?    It  has  come  hi  here. 

Mr.  Babst.  We  arrange  for  these  purchases  and  turn  the  con- 
tract over  to  the  individual  refiner,  who  enters  upon  the  contract. 

The  Chairman.  You  have  refused  to  arrange  for  purchases  above 
the  price  indicated? 

Mr.  Babst.  We  have. 

The  Chairman.  And,  being  practically  the  sole  world's  market, 
that  fixed  the  price  for  the  time  being,  did  it  not  ? 

Mr.  Babst.  That  was  the  intention  and  purpose;  yes;  not  to  fix 
the  price  in  the  sense  that  we  had  power  to  fix  a  price. 

The  Chairman.  It  fixed  the  value  of  all  the  American  crop  of 
sugar.  It  became  the  basic  price  for  all  of  the  American  sugars, 
(lid  it  not,  whether  raised  in  continental  America  or  outside? 

Senator  Kbnyon.  If  you  did  not  arrange  the  purchase  the  seller 
could  not  get  anything  for  his  sugar? 

Mr.  Babst.  No,  sir. 

Senator  Ken  yon.  Then  you  fixed  the  price,  did  you  not? 

Mr.  Babst.  No. 

The  CiiAmMAN.  There  is  a  distinction,  there,  too  fine  for  you  and 
me.  Senator.    It  is  not  very  material. 

While  you  did  not  fix  the  price,  what  you  did  resulted  in  the  price 
being  fixed  ? 

Mr.  Babst.  By  the  refiner  who  took  the  sugar. 

The  Chairman.  Yes;  I  remember  hearing  a  man  make  a  defense 
in  a  murder  case  that  the  bullet  had  not  actually  killed  the  man,  but 
it  was  the  hole  in  his  heart  and  the  lack  of  blood. 

Mr.  Babst.  That  murder  started,  of  course,  in  the  Food-Control 
bill,  in  the  language  there  employed. 
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The  Chairman.  It  was  drawn  by  the  same  gentlemen  who  are 
now  running  the  business. 

Senator  K£Kyon.  This  fixed  the  price;  it  resulted  in  fixing  the 
price.    There  is  no  question  about  that,  is  there  t 

Mr.  Babst.  It  resulted  in  a  price  at  which  purchases  would  be 
arranged.  [Laughter.]  Well,  I  will  not  say  any  more.  There  is  one 
answer,  Mr.  Chairman,  which  I  made  that  I  would  like  to  have  the 
stenographer  read. 

(The  stenographer  thereupon  read  the  foregoing  testimony  of  the 
witness,  ending  with  the  following  qu^5tion:) 

The  Chairman.  It  fixed  the  value  of  all  the  American  crop  of  sugar?  It 
became  tlie  basic  price  for  all  of  the  American  sugars,  did  it  not,  whether  raised 
in  continental  America  or  outside? 

Mr.  Babst.  It  would  affect  the  price  of  American  continental 
sugars  as  well  as  other  sugars  coming  to  the  American  market. 

The  Chaibman.  It  not  only  would  affect,  but  it  would  in  fact 
become  the  basic  price,  would  it  not? 

Mr.  Babst.  I  ao  not  like  to  answer  that  question  in  that  form, 
because  the  term  ^^  basic  price  "  is  used  in  the  contract,  in  paragraph 
7,  for  which  there  has  been  already  a  legal  interpretation  by  the 
'Food  Administration;  but  the  prices  at  which  purchases  were  ar- 
ranged by  the  International  Sugar  Committee  certainly  would,  and 
are  expected  to,  affect  and  to  stabilize  the  purchases  of  all  other 
sugars  coming  to  America. 

The  Chairman.  And  to  fix  the  prices  of  other  sugars,  the  price 
of  course  varying  as  the  quality  of  the  sugar  may  vary  from  the 
quality  of  the  sucar  the  price  of  which  has  been  arranged  for  ? 

Mr.  Babst.  I  do  not  think  I  can  answer  the  question  better  than  I 
already  have. 

The  Chairman.  Let  me  see  if  I  can  not  read  your  answer  out  of 
your  book.    I  read  from  page  71,  as  follows : 

Inasmuch  as  the  price  of  Cuban  sugar  on  the  New  York  market  really  con- 
trols the  entire  domestic  production 

Mr.  Babst.  Is  that  anything  I  ever  said  ? 

The  Chairman.  It  is  in  your  book.  It  is  of  the  Food  Adminis- 
tration. 

Mr.  Babst.  Well,  but  it  is  nothing  I  ever  said. 

The  Chairman.  I  do  not  suppose  you  are  going  to  challenge  any- 
thing— it  is  not  possible? 

Mr.  Babst.  Except  that  in  your  question  you  say  you  are  quoting 
my  book,  as  if  you  were  quoting  my  language. 

The  Chairman.  No;  I  say  it  is  in  your  book. 

Mr.  Babst.  The  report  does  contain  the  statement. 

The  Chairman.  Is  that  statement  correct? 

Mr.  Babst.  What  is  the  statement? 

The  Chairman.  It  is  as  follows : 

Inasmuch  as  the  price  of  Cuban  sugar  on  the  New  Yorlc  market  reaUy  con- 
trols the  entire  domestic  production 

Is  that  statement  correct  ? 

Mr.  Babst.  Substantially;  yes. 

The  Chairman.  Then  the  sentence  continues: 

it  was  not  the  Intention  of  the  administration  to  attempt  In  any  way  to  regulate 
domestic  producers. 
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Do  you  agree  to  the  whole  statement  I  have  read  to  you,  now? 

ill-.  Babst.  Of  course,  I  know  nothing  about  their  intentions  what- 
ever, because  that  relates  to  the  beet  sugar,  which  was  a  negotiation 
that  occurred  in  August,  the  announcement  of  which  was  made  on 
August  27,  to  the  effect  that  the  beet  sugar  price  had  been  through 
voluntary  a^eement  of  the  beet  producers  with  the  Federal  Food 
Administration,  fixed  at  7.25,  seaboard  refining  point. 

The  Chairman.  I  will  ask  the  stenographer  to  read  my  question. 

(The  stenographer  read  the  question,  as  follows:) 

The  Chairman  (reading)  :  "Inasmuch  as  the  price  of  Cuhan  sugar  on  the 
New  York  market  really  controls  the  entire  domestic  production,  it  was  not  the 
Intention  of  the  administration  to  attempt  in  any  way  to  regulate  domestic 
producers."    Do  you  agree  to  the  whole  statement  I  have  read  to  you,  now? 

Mr.  Babst.  The  whole  statement  referred  to  the  fixing  of  prices. 
The  Chairman.  Now,  I  am  going  to  read  this  statement  to  you 
again  and  see  if  I  can  get  an,  answer  from  you : 

Inasmuch  as  the  price  of»Cuban  sugar  on  the  New  York  market  really  controls 
the  entire  domestic  production,  it  was  not  the  intention  of  the  administration  to 
attempt  in  any  way  to  regulate  domestic  producers. 

Do  you  agree  to  the  proposition  that  the  price  of  Cuban  sugar  on 
the  New  York  market  really  controls  the  entire  domestic  production? 

Senator  Jokes.  Price,  you  mean? 

Mr.  Babst.  It  does,  as  to  domestic  production,  which  follows  in 
time  the  price  of  Cuban  sugar  in  New  York. 

The  CHAiR]tfAN.  Is  there  any  doubt  about  the  fact  that  if  the  price 
of  Cuban  sugar  is  raised  in  New  York  the  price  of  beet  sugar  expe- 
riences a  corresponding  rise  ? 

Mr.  Babst.  It  will  on  beet  sugar  sold  after  the  date  of  the  price  in 
Sew  York. 

The  Chairman.  Of  course,  it  would  not  on  any  that  was  sold 
before.    Anybody  knows  that.    Even  this  committee  knows  that. 

Mr.  Babst.  But  this  committee  has  impugned  my  motives  as  a 
member  of  the  committee 

The  Chairman.  No  ;  it  has  not  impugned  your  motives  at  all. 

Mr.  Babst.  As  a  witness,  in  answering  questions. 

The  Chairman.  We  have  just  asked  you  to  answer  questions. 

Mr.  Babst.  They  have  impugned  my  motives  in  fixing  the  price 
of  beet  sugar  in  this  country  by  showmg  that  the  American  Sugar 
Refining  Co.  would  benefit  from  my  action  as  a  member  of  the  In- 
ternational Committee. 

The  Chairman.  The  committee  has  not  impugned  your  motives. 

Mr.  Babst.  But  my  motives  have  been  impugned  m  this  room  in 
answering  questions.    May  I  present  now  my  statement? 

Senator  Vardaman.  You  snould  not  say  that  the  committee  has 
impugned  them. 

The  Chairman.  The  committee  has  developed  the  fact  from  you 
that  the  price  of  beet  sugar  is  affected  by  the  price  of  cane  sugar 
and  has  developed  the  fact  that  you  helped  to  fix  the  price  of  cane 
sugar  by  exercising  this  great  power,  so  that  the  only  way  the  sugar 

?:ets  in  is  at  the  prices  you  fixed.  And  it  has  also  developed  the 
act  that  the  companies  you  represent  are  interested  in  the  beet 
sugar  business  and  that  a  raise  in  price  which  you  may  produce  will 
produce  a  rise*  in  the  price  of  beet  sugar.    That  is  all  the  committee 
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has  done,  and  if  anybody  has  impugned  your  motives,  it  is  in  the 
facts  developed  and  not  any  language  of  the  committee. 

Mr.  Babst.  Therefore,  I  demand  to  make  a  statement  now  on  the 
record  of  what  I  have  done. 

The  Chahiman.  Well,  we  are  going  to  get  at  what  you  have  done. 

Mr.  Babst.  I  am  entitled  to  make  a  statement,  Mr.  Chairman. 

The  Chairman.  You  are  entitled  to  make  a  statement  that  the 
committee  permits  you  to  make. 

Mr.  Babst.  I  appeal  from  the  chairman.  My  integrity  and  honor 
have  been' impugned  by  the  statement  just  made  by  the  chairman. 
When  I 

The  Chairman.  Just  wait  a  minute.  The  committee  will  conduct 
this  examination. 

Mr.  Babst.  You  can  not  conduct  it  away  from  this  point  until 
you  have  cleared  it  up. 

The  Chairman.  The  committee  will  conduct  its  examination  in  its 
own  way. 

Mr.  Babst.  Senator  Lodge,  it  is  certainly  evident  to  you  men  that 
when  the  beet  price  about  which  you  are  all  talking  was  made  or 
announced  on  the  27th  of  August,  as  I  have  testified,  I  was  on  my 
vacation,  and,  furthermore,  I  did  not  become  a  member  of  the  Inter- 
national Sugar  Committee 

Senator  Lodge.  That  will  not  do,  Mr.  Chairman.    I  object. 

Mr.  Babst  (continuing).  Until  September  20,  1917. 

The  Chairman.  Now,  what  the  witness  has  just  stated  will  be 
stricken  out  of  the  record,  because  the  witness  has  interjected.  The 
witness  will  be  given  an  opportunity  to  answer  any  proper  question, 
but  the  witness  is  not  going  to  conduct  this  examination,  now,  and 
lie  might  just  as  well  make  up  his  mind  to  that.  He  is  going  to  be 
treated  fairly,  but  he  is  not  going  to  be  allowed  to  conduct  the  exam- 
ination. 

Mr.  Babst.  Senator  Reed,  I  do  not  think  you  are  treating  me 
fairly  at  this  time. 

The  Chairman.  We  are  trying  to  do  so. 

Mr.  Barst.  Because  you  are  leaving  an  imputation  at  this  time  on 
my  integrity  and  honor. 

Senator  Vardaman.  Mr.  Babst,  every  opportunity  is  going  to  be 
given  you  to  make  a  full  and  complete  statement. 

Mr.  Babst.  I  thank  you. 

Senator  Vardaman.  In  exoneration  of  any  statement  made  against 
you,  but  you  can  not  say  to  the  committee  how  your  examination 
shall  be  conducted,  and  your  statement  made  here  a  moment  ago  is 
not  in  order. 

Mr.  Babst.  I  appreciate  that.  Senator  Vardaman,  but  it  is  very 
necessary 

Senator  Varda3ian.  Now,  I  would  be  the  last  man  in  this  house  to 
permit  an  injustice  to  be  done  to  you. 

Mr.  Babst.  But  it  has  been  done. 

Senator  Vardaman.  The  facts  have  done  it.  The  members  of  the 
committee  have  not  done  it ;  it  is  the  facts  that  have  been  brought  out. 
If  there  has  been  any  imputation  upon  your  character  or  reputation* 
it  is  from  the  facts,  and  it  is  no  imputation  by  the  committee  upon 
anyone.  I  know  I  have  not  made  any,  and  I  have  not  heard  any  by 
anv  other  member. 
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Mr.  Babst.  It  is  only  the  arrangement  of  the  facts  that  has  caused 
the  imputation. 

Senator  Vardaman.  Yes. 

Mr.  Babst.  Namely,  putting  the  fixing  of  the  beet  price  as  subsequent 
to  my  appointment  on  the  International  Committee,  when,  as  a  mat- 
ter of  fact,  it  preceded  my  appointment  by  a  full  month,  when,  as  a 
matter  of  fact,  I  was  in  northern  Michigan  and  knew  nothing  but 
what  I  read  in  the  newspapers. 

The  Chairman.  The  witness  has  now  made  his  statement  that  has 
been  ruled  out.    Now,  we  will  let  it  stay  in. 

When  did  you  fix  the  price  on  Cuban  sugars  for  next  year— for  the 
crop  that  is  now  beginnmg  to  be  harvested? 

Mr.  Babst.  We  have  negotiated,  as  members  of  the  International 
Sugar  Committee,  under  the  direction^  of  the  Department  of  State 
and  in  association  with  it,  with  a  commission  appomted  by  President 
Menocal,  of  Cuba,  consisting  of  five  members,  headed  by  the  minis- 
ter  

The  Chairman.  Just  wait  a  minute. 

Mr.  Babst.  Those  negotiations 

The  Chairman.  I  asked  you  when  you  fixed  the  price.  If  you  did 
not  fix  the  price,  then  you  can  say  so.  We  are  getting  on  the  ques- 
tion you  just  raised.  I  am  stopping  the  witness,  and  it  is  not  because 
I  want  to  stop  the  witness.    There  is  a  reason  for  this. 

Mr.  Babst.  I  appreciate  those  conditions,  and  I  am  going  to  try  to 
guard  it,  because 

The  Chairman.  I  will  ask  you  the  question  in  this  way :  Has  the 
Intei-national  Committee,  of  which  you  are  a  member,  agreed  among 
itself  as  to  the  price — among  its  own  members  as  to  the  price — for 
Cuban  sugar,  for  the  next  year's  crop,  the  crop  that  is  now  matur- 
ing?    Has  it  agreed  among  itself  or  among  its  own  members? 

Mr.  Babst.  Now,  I  believe  I  can  answer  that  question  in  a  man- 
ner in  which  I  feel  it  is  verynecessary  that  it  should  be  answered. 

The  Chairman.  Can  you  not  answer  whether  you  have  agreed 
among  yourselves? 

Mr.  t^AB&r,  I  would  like  to  submit  the  case  to  the  committee  and 
have  them  decide  whether  it  should  go  in  the  record. 

The  Chairman.  Can  you  not  answer  whether  you  five  gentlemen 
have  at  some  time,  in  some  way,  agreed  among  yourselves  upon  a 
certain  price? 

Mr.  Babst.  I  can  not  answer  that  (question  without  betraying  the 
diplomatic  instructions  and  relationships  of  which  I  was  a  part.  I 
can  put  it  upon  paper,  1  believe,  in  such  a  manner  that  it  will  be  a 
satisfactory  answer  and  relieve  the  committee,  and  also  greatly  re- 
lieve the  witness  from  the  imputation  especially  which  has  been  put 
upon  his  honor.  I  will  meet  the  committee  in  executive  session  and 
go  into  the  matter  fully  if  they  desire. 

The  Chairman.  It  seems  to  me  that  the  question  I  have  asked, 
whether  the  five  members  of  the  International  Committee  have  agreed 
upon  a  price  above  which  they  will  not  go  for  Cuban  sugars,  for  the 
crop  that  is  now  maturing,  can  be  answered  yes  or  no;  whether  you 
have  agreed  upon  a  price. 

Senator  Jones.  Mr.  Chairman,  let  me  ask  the  witness  a  preliminary 
question.  Are  negotiations  regarding  that  price  in  progress  now 
and  not  concluded ! 
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Mr.  Babst.  They  are  concluded  as  to  price.  They  are  in  progress 
AS  to  all  other  matters.  They  are  at  a  standstill,  and  have  been  since 
last  Friday,  or  since  we  were  called  to  Washington,  or  since  this  in- 
vestigation started. 

Senator  Jones.  And  do  you  think  it  would  interfere  with  these 
negotiations  or  the  completion  of  this  contract  to  make  the  answer 
here? 

Mr.  Babst.  I  do  not.  I  know  it  would  not.  I  renew  my  offer  to 
put  an  answer  in  writing  and  submit  it  to  the  committee  and  let  them 
decide  whether  or  not  it  should  go  in  the  record. 

The  Chairman.  Can  you  not,  without  interfering  with  anybody 
else's  right,  tell  us  whether  you  five  gentlemen  constituting  this  com- 
mittee have  yourselves  agreed  upon  a  price  beyond  which  you  will 
not  go  for  Cuban  sugar  ? 

Mr.  Babst.  I  can  state  it  in  a  certain  form  and  in  certain  words. 
in  which  I  believe  it  should  be  stated,  without  any  breach  of  diplo- 
matic instructions. 

The  Chairman.  We  are  not  asking  you  what  you  agreed  with  any- 
body else.  Did  ^ou  come  to  an  agreement  among  yourselves  as  to*  a 
price  beyond  which  you  would  not  go  for  Cuban  su^r? 

Mr.  Babst.  Of  course,  if  the  chairman  persists  m  the  Question  I 
will  have  to  answer  the  question  and  let  the  committee  take  the  re- 
sponsibility of  the  answer. 

The  Chairman.  That  question  can  be  answered  yes  or  no. 

Mr.  Babst.  You  can  not  answer  by  the  old  legal  saw,  yes  or  no. 

Senator  Jones.  I  will  ask  you  to  state  whether  or  not  the  arrange- 
ment regarding  the  price  was  a  mutual  one  between  the  International 
Committee  and  the  Cuban  Commission,  or  whether  the  American 
members  of  the  committee  or  the  International  Committee  itself  as 
a  whole,  undertook  to  arbitrarily  state  what  would  be  paid  and  what 
would  not  be  paid  ? 

Mr.  Babst.  Is  the  committee  willing  to  take  the  responsibility  of 
the  answer? 

The  Chairman.  We  can  not  tell  anything  about  it  until  we  hear  it. 

Senator  Jones.  I  suggest,  IMr.  Chairman,  that  it  be  submitted  in 
writing,  as  the  witness  has  stated,  and  let  the  committee  pass  upon 
it.    It  involves  a  very  important  question. 

Senator  Vardaman.  I  suggest  that  we  retire  to  another  room  with 
the  witness,  and  let  him  state  the  answer.    I  make  that  suggestion. 

The  Chairman.  I  am  agreeable  to  anything  that  the  committee 
wants  to  do.  The  question  I  have  asked  can  be  answered  without  im- 
pinging upon  any  Government,  whether  these  gentlemen  got  together 
themselves  and  agreed  upon  a  price  beyond  which  they  would  not  go. 

Senator  Vardaman.  I  think  that  is  true,  he  could  have  answered 
yes  or  no;  but  if  the  witness  feels  that  he  wants  to  be  understood,  if 
there  is  something  he  wants  to  say  in  explanation  of  what  should  be 
done,  I  think  we  had  better  hear  it. 

Mr.  LiNDLEY.  Mr.  Chairman,  may  I  make  one  suggestion  before 
vou  retire?  The  difficulty  comes  in  the  assumption  of  the  question, 
it  seems  to  me,  in  assuming  an  arbitrary  stand  on  the  part  of  the  In- 
ternational Committee  which  involved  the  transactions  of  others  who 
owned  the  sugar;  and  there  has  been  the  trouble  between  the  witness 
and  the  chairman.  That  is  my  impression,  and  I  make  this  explana- 
tion simply  because  I  am  a  little  bit  afraid  that  between  the  gentle 
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man  who  undertakes  to  ask  the  question  and  the  gentleman  who  un- 
dertakes to  answer  it  there  is  a  difference  of  mental  attitude  that, 
prevents  the  answering  of  the  question. 

The  Chairman.  There  is  no  difference  on  my  part.  I  know  what 
I  am  talking  about,  and  I  know  why  I  want  to  get  a  direct  answer. 

(At  this  point  the  subcommittee  went  into  executive  session,  the 
witness  accompanying  them,  and  at  5.40  o'clock  p.  m.  the  subcommit- 
tee Rgain  resumed  its  public  session.) 

The  Chairman.  The  committee  directs  me  to  sa^  that,  in  the  opin- 
ion of  the  committee,  for  the  present  the  answer  given  by  the  witness 
in  confidence  in  executive  session  should  not  go  into  the  record.  The 
committee  reserves  the  question,  however,  for  further  consideration 
and  investigation,  and  the  hearing  will  stand  adjourned  until  to- 
morrow morning  at  10.30  o'clock. 

(Whereupon  at  5.45  o'clock  p.  m.  the  subcommittee  adjourned  to 
meet  at  10.30  o'clock  a.  m.  to-morrow,  Wednesday,  December  19, 
1917.) 
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United  States  Senate, 
Subcommittee  of  the  Committee  on  Manufactures, 

Washmgton^  D.  C. 

The  subcommittee  met  in  executive  session,  pursuant  to  adiourn- 
ment,  at  10.30  o'clock  a.  m.,  in  the  room  of  the  Committee  on  Indian 
Affairs,  Capitol,  Senator  James  A.  Reed  presiding. 

Present:  Senators  Reed,  Vardaman,  Jones  of  New  Mexico,  Lodge, 
and  Kenyon. 

(The  subcommittee  remained  in  executive  session  until  12.10 
o'clock,  when  it  resumed  its  public  session.) 

The  Chairman.  At  this  time  the  committee  will  place  in  the  rec- 
ord a  letter  written  by  Senator  Broussard,  containing  his  analysis  of 
the  situation,  his  opinions,  etc. — a  very  interesting  letter.  The  letter 
has  been  read  by  the  committee  in  a  private  conference,  so  I  will  not 
take  time  to  read  it  now,  but  the  press  may  have  it  for  examination 
if  they  desire,  and  anyone  interested  may  read  it. 

(The  letter  referred  to  by  the  chairman  is  here  printed  in  full,  as 
follows:) 

Exhibit  No.  45. 

United  States  Senate, 

COMMriTEB   ON    NATIONAL   BaNKS, 

Washingifm,  December  14,  1917. 
Hon.  Jakes  A.  Reed,  Chairman, 

Committee  on  Manufactures, 

United  States  Senate, 

My  Deab  Senator:  Inasmuch  as  my  health  will  not  permit  me  to  remain  In 
Washington  at  this  time  to  assist  in  the  investigation  of  the  existing  shortage 
of  sngar  and  coal,  I  have  thought  I  would  explain  briefly,  by  means  of  this 
letter,  the  reason  and  the  remedy  for  the  sugar  famine  in  the  United  States,  as 
I  see  It 

Both  the  Federal  Treasury  and  our  stock  of  sugar  are  being  systematically 
depleted  by  a  handful  of  not  over  scrupulous  profiteers,  who  are  parading  as 
patriots  and  ostensibly  engaged  in  the  laudable  task  of  aiding  our  allies.  As 
a  matter  of  foct  they  are  serving  their  own  selfish  ends. 

The  legislation  that  I  have  been  seeking  to  have  enacted  for  the  past  year 
would  put  a  stop,  at  least  for  the  period  of  the  war,  to  their  enormous  bonuses, 
segregating  $20,000,000  annually,  paid  to  them  out  of  an  Impoverished  Federal 
Treasury,  as  well  as  to  their  practice  of  selling  every  possible  pound  of  sugar 
to  alien  purchasers  rather  than  to  our  own  people. 

The  explanation  for  these  foreign  sales  is  very  simple.  We  have  only  to  re- 
call that  the  existing  law  gives  these  men  1  cent  for  every  pound  of  Imported 
Rngar  they  refine  and  export  from  the  United  States,  but  allows  them  nothing 
in  the  nature  of  a  drawback  for  their  domestic  sales.  With  this  incentive,  is  It 
any  wonder  that  they  are  draining  the  country  of  Its  normal  supply  of  sugar? 
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This  is  the  cause  of  the  sugar  famine. 

As  long  ns  the  seaboard  sugar  refiners  are  allowed  to  suck  at  the  drawbnc): 
teat,  not  only  will  there  be  little  or  no  sugar  for  our  own  people,  but  the  Fed- 
eral Treasury  will  be  drained  of  millions  of  dollars,  to  replace  which  new  toies 
must  be  imposed. 

A  manufacturer  who  pays  duty  to  import  an  article  which  he  manufactnit^ 
into  a  finished  article,  or  uses  in  part  in  making  a  finished  article,  upon  esi>ort- 
ing  such  finished  article,  recovers  out  of  the  United  States  Treasury  the  dutj 
he  has  paid,  less  1  cent,  which  the  Government  retains  for  administering  t\t» 
law.  This  refund  by  the  Treasury  Is  called  the  drawback.  Its  purpose  is  i- 
help  the  American  manufacturer  compete  on  the  foreign  market  with  foreip 
manufacturers  of  like  articles. 

But  where  foreign  competition  has  ceased  to  exist,  and  the  business  has 
become  an  American  monopoly,  the  folly  of  continuing  to  pay  the  drawback 
need  be  but  stated  to  be  understood.  This  statement  especially  applies  to  th? 
American  Sugar  Refining  Co.  industry  at  the  present  time.  The  only  serious 
foreign  rivals  of  that  industr>'  are  located  In  Germany  and  Austria,  and  since 
the  outbreak  of  the  war  the  American  refiners  have  not  been  subjected  to  their 
competition.  As  a  result  the  foreign  business  of  these  American  refiners  has 
expanded  to  enormous  proportions. 

It  is  estimated  that  the  foreign  sugar  refining  business  for  1917,  as  com- 
pared with  1913,  tlie  year  before  the  outbreak  of  the  war,  will  show  an  increase 
of  2,900  per  cent.  Has  any  other  industry  which  Is  not  directly  engaged  iu  sup- 
plying munitions  for  the  armies  in  Europe  shown  anything  like  this  increase? 

In  the  closing  days  of  the  last  session  I  explained  to  the  Senate  In  the  pre- 
ceding 18  months  the  United  States  Treasury  had  paid  out  to  all  Americm 
manufacturers  engaged  on  the  export  trade  $24,000,000  in  drawbacks.  Of  tliis 
sum  83  per  cent,  or  $20,000,000  was  paid  to  a  handful  of  sugar  refiners  and 
$4,000,000  to  all  the  other  manufacturers  in  the  United  States  engaged  in  evert 
line  of  industry  and  producing  the  thousand  and  one  articles  that  enter  into  ou: 
enormous  export  trade,  ranging  from  automobiles  to  wool  yarns. 

These  figures  tell  their  own  story. 

When  Congress  puts  an  end  to  the  payment  of  these  drawbacks  to  the  sugar 
refiners  the  American  public  will  again  receive  an  ample  supply  of  sugar. 

No  better  or  more  impartial  evidence  can  be  had  of  the  manner  in  which  th? 
drawback  serves  to  drain  this  country  of  its  sugar  than  is  supplied  by  ibe 
press  of  Great  Britain.  In  a  recent  discussion  of  the  sugar  commission's  report 
the  Investor's  Review  (London,  Sept.  19,  1917,  p.  324)  says: 

"  What  comes  out  clearly  is  that  the  commission,  even  during  the  peri<Hl  of 
the  greatest  restriction,  never  distributed  less  than  24,000  tons  per  week  (ex- 
clusive of  supplies  to  the  allies),  while  on  a  basis  of  three-fom-ths  pound  cou- 
sumption  per  head  of  the  population,  the  requirements  would  not  e\c^ 
14,000  tons  per  week,  thus  leaving  an  average  surplus  of  10,000  tons  for  the 
supply  of  the  naval  and  military  forces  and  for  manufacturing  purpos*^ 
•  ♦  •  It  is  impossible  to  conceive  that  the  Army  and  Navy  can  consume  mon 
than  2,000  or  3,000  tons  per  week,  and  therefore  there  have  been  at  least  T.OiX' 
tons  available  for  manufacturing  In  the  shape  of  Jams,  confectionery,  etc.  Tlwt 
is  more  than  an  ample  supply  under  normal  conditions,  but  there  must  have  bwa 
an  enormous  leakage  somewhere  to  prevent  the  ordinary  consumer  from  receiv- 
ing the  three-fourths  pound,  to  which  apparently  the  sugar  commission  con- 
sidered him  or  her  to  be  entitled."  , 

Our  own  official  figures  as  sliown  by  the  statistics  of  the  Department  oj 
Commerce  are  less  interesting.  They  reveal  the  fact  that  thousands  of  tons  of 
sugar,  so  sorely  needed  at  this  time,  were  shipped  not  only  to  our  allies,  N- 
to  Spain,  the  Scandanavlan  countries,  and  other  neutrals,  while  our  own  ix'ople 
were  doled  out  the  most  niggardly  supplies. 

It  must  be  remembered  that  not  one  pound  of  this  bounty-fed  sugar  \w> 
grown  under  the  American  flag,  for  the  drawback  is  only  paid  upon  foreJinij 
supplies  brought  into  our  ports,  refineil,  and  reshlpped  abroad.  That  Is  wK- 
the  refiners  persist  In  paying  American  farmers  less  for  the  same  grades  thai: 
they  pay  to  the  foreign  growers.  I 

The  normal  consumption  of  sugar  In  this  country  Is  now  estlmateil  at  nnoci 
4,250,000  tons.  The  cane  and  beet  crops  grown  In  the  United  States  this  year 
will  supplv  about  1,000,000  tons,  or  less  than  one-fourth  of  this  amount.  Some- 
thing more  than  a  million  and  a  quarter  tons  will  be  produced  In  the  outlyin^.' 
insular  possessions,  but  as  that  sugar  does  not  enjoy  the  drawback  prlvHe;:e. 
It  will  hold  no  attraction  for  the  refiners  for  export  to  Europe.  Therein,  hoff| 
ever,  lies  the  danger  for  a  continuation  of  the  sugar  famine. 
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Not  only  are  the  American  Insular  sugars  less  attractive  to  the  refiners  than 
foreign-grown  sugars,  but  they  are  far  removed  from  our  shores  and  the 
process  of  bringing  them  here  must  be  one  of  long  delay.  On  the  other  hand, 
there  is  now  approaching  maturity  in  Cuba  a  crop  of  3,200,000  tons  that  are 
only  a  few  hours'  sail  from  our  shores.  This  sugar  enjoys  all  the  privileges 
of  the  drawback,  but  .this  goes  to  the  American  refiner  and  not  the  Cuban 
grower. 

Is  it  not  fair  to  assume,  in  view  of  the  figures  I  have  quoted,  that  as  soon 
as  the  refiner  works  up  this  Cuban  sugar,  which  will  arrive  more  rapidly  than 
American  insular  sugar,  he  will  rush.it  to  foreign  buyers  so  as  to  realize  the 
1  cent  a  pound  from  the  Federal  Treasury,  and  permit  the  American  famine  to 
be  relieved  later  by  the  more  slowly  arriving  sugars  from  our  Island  possessions? 

The  repeal  of  the  drawback  on  sugar  would  stop  this.  When  I  proposed  such 
a  course  at  the  last  session  of  Congress  the  refining  interests  raised  the  hypo- 
critical cry  that  it  would  be  a  blow  to  our  allies.  To  meet  this  cry  I  Introduced 
n  further  amendment  which  provided  that  the  Governments  of  the  allies  of  the 
United  States  In  the  war  with  the  German  Empire,  or  any  of  them,  shall  have 
the  right,  under  such  rules,  regulations,  or  bonds,  as  the  Secretary  of  the 
Treasury  may  from  time  to  time  provide,  import  Into  the  United  States,  free  of 
taxes,  such  raw  sugar  as  the  said  Governments  may  own,  to  be  refined  and 
♦»xi>orted  to  the  territory  of  such  Governments.  This  separates  bona  fide  Gov- 
eniment  supplies  from  the  stocks  of  the  profiteers. 

I  resi)ectfully  submit  to  the  committee  that  tlie  adoption  of  such  an  amend- 
ment now  should  meet  any  legitimate  objection  that  may  again  be  raised  In 
foreign  quarters  to  the  repeal  of  the  sugar  drawback. 

Since  this  matter  was  before  the  Senate  for  consideration  last  fall,  ofllclal 
action  has  been  taken  by  the  United  States  food  administration  which  should 
silence  peremptorily  any  further  protest  from  the  refining  Interests  against  the 
removal  of  the  drawback  during  the  period  of  the  war. 

At  divers  times  during  the  past  few  years,  when  the  sugar  schedule  of  the 
tariff  law  was  before  Congress  for  revision,  the  cost  of  converting  raw  sugar 
into  the  finished  product  has  been  stated  to  be  from  50  to  65  cents  per  hundred 
pounds.  This  Is  known  as  the  refiners'  margin.  A  few  weeks  ago  those  same 
Interests  were  summoned  to  Washington  by  the  national  food  administration, 
which  was  seeking  to  ascertain  the  increased  cost  of  their  operations  by  reason 
of  the  war.  They  put  in  a  claim  of  more  than  100  per  cent  increase,  and  this 
wns  promptly  allowed  them.  The  foo<l  administration  permits  them  to  add  a 
margin  of  $1.30  over  and  above  the  cost  of  ravv  material. 

It  will  therefore  be  seen  that  they  can  now  conduct  their  business  absolutely 
on  their  own  terms  and  without  risk.  Why,  then,  should  they  be  allowed  In 
addition  to  drain  out  of  the  United  States  Treasury  $20,000,000  when  every 
other  industry  in  the  United  States  is  being  harassed  with  additional  taxes  to 
rei)lace  the  void  created  by  these  drawback  payments  to  these  refiners? 

There  is  another  matter  which  should  receive  the  attention  of  the  committee. 
It  is  the  persistent  system  of  misrepresentation  that  has  been  pursued  by  certain 
of  these  refining  Interests  in  the  public  prints. 

They  have  been  printing  a  series  of  misstatements  regarding  the  sugar  situa- 
tion, but  one  of  their  favorite  slogans  has  been  to  advise  the  public  to  refuse 
the  payment  of  any  increase  In  price  to  the  retailers. 

In  this  connection  let  me  suggest  an  Investigation  of  some  of  the  recent  trans- 
actions In  the  sirup  market.  The  refiners  for  years  have  been  making  a  kind 
of  sirup  out  of  their  by-products,  for  which,  through  extensive  advertising,  they 
have  been  able  to  command  higher  prices  than  the  purer  and  better  article  made 
ou  the  plantations.  When  the  shortage  In  sugar  became  acute  several  months 
aw  the  demand  for  sirups  correspondingly  Increased.  It  would  be  expected.  In 
vi(»w  of  their  costly  natlon-wlde  advertisement  of  self -righteousness  and  their 
ai»penl  to  the  consundng  public  not  to  aliow  the  small  retailers  to  make  a  few 
additional  pennies  that  they  would  follow  their  own  preachment.  But  the 
price  of  refiner's  sirups  was  suddenly  jumped  to  double  previous  quotations,  and 
much  sugar  that  might  have  been  used,  to  allay  the  nation-wide  distress  that 
his  prevailed  during  the  past  few  months,  is  reported  to  have  been  converted 
into  sirup  and  sold  abroad  at  nn  enormous  advance.  Competing  sirup  manu* 
facturers  are  reported  to  have  been  denied  the  supplies  of  sugar  tliat  would 
have  enabled  them  to  participate  In  this  trade,  and  I  suggest  that  the  recent 
allotment  of  sugar  stocks  be  investigated  by  the  committee.  Certain  of  the 
refiners  are  reported  to  have  been  favored  In  those  allotments  and  to  have  been 
<l«»ing  remarkably  well  In  the  sirup  Industry  which  is  not  imder  regulation, 
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since  the  sugar  end  of  the  same  establishments  have  been  under  the  control  of 
the  food  administration. 

Anotlier  practice  of  the  refiners  that  should  have  the  consideration  of  tbe 
committee  has  been  that  of  forcing  the  sale  of  high-priced  fancy  grades  of  supir. 
such  as  tablets  put  up  in  packages,  instead  of  furnishing  granulated  sugars  \n 
bulk.  By  pursuing  this  course  at  a  time  when  the  food  administration  iuia 
been  calling  upon  everyone  to  economize  in  every  possible  way,  even  dou-n  to 
the  curtailment  of  the  delivery  of  household  supplies,  the  refiners  have  been 
enabled  to  \vrlug  an  enormous  amount  of  money  from  the  public.  The  price  cf 
ihls  class  of  goods  averages  3  cents  a  pound  above  the  cost  of  granulated  siiirars 
in  bulk.  This  is  a  species  of  j>etty  tribute  exacted  from  the  American  hou.*- 
wife  that  should  instantly  be  stopped. 

If  your  committee  will  permit,  let  me  suggest  that  Inquiry  be  made  as  to  how 
much  sugar  has  been  exported,  first  to  the  allies  and  next  to  the  neutra' 
nations  of  Europe.  This  information  could  easily  be  ascertained  through  the 
customhouses  of  Boston,  New  York,  Philadelphia,  Baltimore,  and  New  Orleans: 
next,  that  Inquiry  be  made  as  to  how  much  of  this  sugar,  exported  from  these 
ports  to  foreign  countries,  has  been  destroyed  In  port  and  at  sea,  because  it  H 
uuderstood  that  once  this  sugar  is  cleared  for  exportation,  the  drawback  of  1 
cent  per  pound  is  duo  and  collectible  and  Is  collecteil  from  the  Treasury  De- 
partment. 

I  think  your  committee  will  find  that  in  the  effort  to  secure  these  bonuses  the 
refining  interests  of  the  Atlantic  seaboard  have  taken  frequent  chances  on  ship- 
ments reaching  destination,  once  the  shipments  were  safeguarded  by  insur- 
ance, and  have  utterly  disregard*^!  the  needs  of  the  American  public  for  the 
sugar  which  they  were  exporting.  I  have  already  suggested  an  investigation 
with  regard  to  the  conversion  of  sugar  into  sirup,  following  the  advanced  pri»'e 
of  this  last  named  article  on  foreign  markets. 

On  the  whole,  it  would  seem  strange  that  there  Is  no  scarcity  of  sugar  in  the 
United  States  in  those  communities  where  the  domestic  industry  jhas  prospered 
or  been  able  to  protect  itself  from  the  destruction  aimed  at  it  by  these  refinlns 
interests,  whereas  at  the  points  where  these  refineries  are  located  and  where  the 
enormous  bulk  of  all  sugars  pass  on  its  way  to  market  there  is  at  this  time  to  be 
found  the  greatest  scarcity  of  this  necessity  of  life. 

Economically  speaking  this  is  a  condition  that  normally  could  not  exist,  and 
any  law  which  permits  it  to  exist  should  require  congressional  investigation 
and  repeal. 

Yours,  truly.  • 

R.  F.  Broussaro. 

TESTIMONY  OF  HB.  EAEL  D.  BABST,  FBESIDEXTT  OF  THE  AMEBI- 
CAN  SUOAB  EEFINING  CO.,  NEW  YOBE  CITY— Besumed. 

The  Chairman.  On  the  question  of  whether  prices  were  fixod.  I 
shall  put  into  the  record  the  following  statement  b^'  the  Food  A<i- 
ministration,  which  was  given  out  and  was  afterward  published  in 
the  Weekly  Statistical  Journal  of  December  1,  1917.  The  statomeiu 
is  as  follows: 

ExHiniT  No.  40. 

UNITKD    STATES    FOOD   ADMIXTSTRATTON. 

F(»r  release  for  morning  papers  of  December  2,  1917. 

Xo.  :/)2. 

Dkcemher  1.  1917. 

(ieorge  M.  Ilolph.  chairman  of  the  International  Sujrar  Committee,  to-<i«y 
>:avc  out  the  following  information,  with  the  idea  that  In  view  of  the  satisfactory 
price  arrangements  just  entered  Into  with  the  Cuban  Commission,  the  public 
win  be  interested  to  know  something  more  definite  about  the  present  situation 
In  regard  to  sugars: 

The  international  committee  to-day  purchased  20.(100  bngs  of  Cuban  o1d-cn>p 
sugars  at  a  price  equal  to  6.70  delivered  In  New  York,  duty  paid.  Mr.  Rolp^ 
state<l  that  no  further  sugars  would  be  purchaseil  on  a  basis  higher  than  that 
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nijreed  with  the  Cuban  Commission  to-day,  namely,  4.90  cost  and  freii^ht,  equal 
to  about  5.90  duty  paid.  The  price  paid  for  the  last  of  the  tld-crop  Cubans  was 
un  the  same  basis  as  the  prices  now  being  paid  for  Ix)uisiana  sugars,  northern 
deliveries. 

The  first  Porto  Ilico  sugars  will  arrive  about  December  10  and  will  take  the 
new  Cuban  crop  price,  i.  e.,  about  5.90.  The  first  Louisiana  sugars  arrived  in 
Boston  to-day  at  a  cost  price  of  6.70  Boston ;  the  reflne<l  made  froiu  these  raws 
will  be  on  the  Boston  market  on  Monday,  December  3,  and  the  refiner's  list 
price  for  It  will  be  reduced  to  an  8.15  basis  Boston. 

On  arrival  in  New  York  of  the  Cuban  .sugars  purchased  to-day  (which  will 
be  about  December  10)  the  International  Sugar  Committee's  basis  price  will  be 
rwluced,  which  will  of  necessity  bring  about  a  reduction  in  the  refiner's  list 
price  to  8.15  New  York. 

It  is  to  be  hoped  that  the  comparativeF^-  small  amount  of  old-crop  sugars 
which  have  been  purchased  by  the  International  Sugar  Committee  and  not  yet 
arrived  will  have  been  received  and  disi)osed  of  by  December  20.  On  or  about 
this  date,  or  shortly  thereafter,  the  basic  price  of  the  International  Sugar  Com- 
mittee will  again  be  dropped  In  order  that  the  refiner's  list  of  prices  may  reflect 
the  price  agreed  to  be  paid  for  new-crop  Cuban  and  Porto  Rico  sugars.  These 
Ust  prices  will  range  from  7.25  to  7.45,  dependent  on  the  freight  rate  established 
by  the  United  States  Shipping  Board  for  raws  from  Cuba  and  Porto  Uico  to  the 
United  States. 

It  is  needless  to  say  that  the  various  prices  that  have  prevailed  in  different 
sections  of  the  country  sin(!e  the  1st  of  October  have  caused  more  or  less  dis- 
turbance or  uncertainty  in  trade  circles,  and  it  is  hoped  that  the  whole  countr>^ 
will  be  on  the  same  basis  before  the  end  of  December. 

Mr.  Babst.  With  reference  to  the  new  crop,  I  desire  to  read  into 
the  record  from  the  Weekly  Statistical  Sugar  Trade  Journal  the 
following  announcement  [reading] : 

aBA    PRICE    AOBEEMENT   KEACHEI>~INTEBNATIONAL    SUGAR    COMMITTEK   ANNOUNCE- 
MENT. * 

At  a  meeting  of  the  Cuban  Commission  appointed  by  President  Menocal,  of 
Cuba,  and  headed  by  Seflor  Carlos  Manuel  de  Cespedes,  with  the  International 
Sugar  Committee,  held  November  SO  at  the  office  of  the  committee  at  111  Wall 
Street,  an  agreement  in  regard  to  the  purchase  and  sale  basis  price  of  Cuban 
snjars  for  the  coming  crop  was  arrived  at,  the  figure  being  4.90  cents,  cost  and 
freight  New  York,  based  on  a  30-cent  freight  rate,  which  reflects  an  equivalent 
of  about  4.60  cents  f.  o.  b.  Cuba.  The  actual  price  of  the  sugar  at  New  York 
ilia  only  be  determined  after  the  United  States  Shipping  Board  has  fixed  the 
rate  of  freight,  which  point  it  is  hoped  will  be  settled  uithin  a  few  days. 

The  Chairman.  This  Weekly  Statistical  Trade  Journal  is  one  of 
the  standard  journals,  is  it  not? 

Mr.  Babst.  It  is. 

The  Chairman.  And  it  is  published  by  Willett  &  Gray  ? 

Mr.  Babst.  Yes.    There  is  more  of  that  announcement. 

The  Chairman.  You  were  present  when  that  agreement  was 
arrived  at,  which  I  have  just  read? 

Mr.  Babst.  I  was. 

The  Chairman.  When  was  it  that  the  price  was  fixed  on  beet 
BU^rs? 

Mr.  Babst.  The  announcement  that  a  P^ice  had  been  fixed  of  $7.^5 
for  beet  sugar  was  made  on  August  27.  When  it  was  actually  arrived 
«t  I  do  not  know. 

The  CHAiRAfAN.  Have  you  that  announcement? 

Mr.  Babst.  I  do  not  seem  to  have  it  here. 

The  Chairman.  Look  for  August  25  and  also  August  26. 

ilr.  Babst.  The  announcement  I  refer  to  was  something  we  saw  in 
the  daily  press.  The  exact  announcement  I  have  not  got.  I  can,  of 
course,  obtain  it. 
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The  Chaibman^  What  are  the  papers  you  are  looking  at? 

Mr.  Babst.  I  am  looking  at  another  bulletin  with  which  I  am  more 
familiar. 

The  Chairman.  As  a  matter  of  fact,  the  beet  sugar  men  were  sum- 
moned here  to  Washington,  were  they  not,  along  some  time  prior  to 
the  25th  of  August,  when  the  announcement  was  made  that  they  had 
entered  into  a  voluntary  pledge? 

Mr.  Babst.  So  I  understand  from  the  public  press. 

The  Chairman.  Were  you  connected  at  that  time  with  the  Food 
Administration  at  all  ? 

Mr.  Babst.  I  was  not,  in  any  way,  shape,  or  form. 

The  Chairman.  You  had  nothing  to  do  with  the  fixing  of  the  beet- 
su^ar  price? 

Mr.  Babst.  I  had  not. 

The  Chairman.  I  will  ask  you  one  question  with  reference  to  it, 
and  that  is  whether  $7.25,  the  price  agreed  upon  for  beet  sugar, 
which  was  arrived  at  away  back  in  August,  is  not  the  substantial 
equivalent  of  $4.60  for  Cuba  sugar,  f.  o.  b.  cars  in  Cuba,  with  the 
usual  25  cents  a  hundred  difference  that  is  allowed  between  cane 
sugars  and  beet  sugars? 

Mr.  Babst.  It  is  the  substantial  equivalent  of  $4.60  f.  o.  b.  Cuba, 
for  Cuban  sugars. 

The  Chairman.  Have  you  had  anything  to  do  with  reference  to 
any  negotiations  touching  the  prices  of  beet  sugars? 

Mr.  Babst.  I  have  not,  directly  or  indirectly.  I  have  no  knowledge 
of  it  except  what  is  common  to  everyone. 

The  Chairman.  *Are  vou  familiar  with  the  fact  that  the  Food  Ad- 
ministrator  closed  the  New  York  Sugar  &  Coffee  Exchange  about 
August  16? 

Mr.  Babst.  From  reading  it  in  your  New  York  papers  I  am,  yes. 
That  is  the  date  I  have — ^August  16. 

The  Chairman.  What  was  the  effect  of  that  on  the  sugar  market— 
what  resulted  from  that? 

Mr.  Babst.  Since  that  date,  as  shown  by  the  chart  which  I  have 
before  me,  prices  of  raw  sugar  in  New  York  have  steadily  declined, 
nnd  they  had  been  steadily  rising  prior  to  that  time.  That  is  a 
statement  of  fact. 

The  Chairman.  Do  you  mean  of  raw  sugars? 

Mr.  Babst.  The  price  of  spot  raw  sugars,  duty  paid  in  New  York. 
This  chart  which  I  have  here  illustrates  that  fact. 

The  Chairman.  At  the  same  time  raw  sugars  quit  coming,  practi- 
cally, did  they  not? 

Mr.  Babst.  The  closing  of  the  exchange  at  New  York  had  nothing 
to  do  whatever  with  the  amount  of  the  actual  sugars. 

The  Chairman.  You  say  that  the  stopping  of  the  sale  of  sugars  for 
delivery  had  nothing  to  do  with  the  sugars  actually  reaching  this 
country? 

Mr.  Babst.  Yes;  because  the  New  York  Sugar  Exchange  is  not 
generally  used  by  the  refiners  in  making  their  purchases.  For  ex- 
ample, our  own  company  never  has  purchased  a  single  pound  through 
that  exchange. 

The  Chairman.  What  then  was  the  object  of  closing  it,  if  your 
company  never  buys  through  it  and  other  big  companies  never  buy 
through  it  and  it  did  not  amount  to  anytliing! 
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Mr.  Babst.  The  Food  Administration  can  answer  that  for  them- 
selves. I  assume  from  the  fact  they  did  close  it  that  it  was  because  it 
was  dealing  in  options  and  futures,  and  to  that  extent  was  stimu- 
lating the  speculative  market. 

Senator  Vardaman.  You  had  nothing  to  do  with  the  closing? 

Mr.  Babst.  I  had  not.   i  was  on  my  vacation  all  the  time. 

The  Chairman.  I  want  to  ask  you  when  you  first  learned  that  the 
Louisiana  planters — ^before  I  go  mto  that:  You  were  a  party  to  the 
fixing  of  the  price,  or  the  amount,^  that  would  be  paid  for  sugars, 
what  ever  arrangement  was  made  with  the  Cuban  people? 

Mr.  Babst.  Do  you  refer  to  the  contract  which  is  now  under  nego- 
tiation ? 

The  Chairman.  Yes ;  so  far  as  jour  company  was  concerned. 

Mr.  Babst.  So  far  as  the  price  is  concerned,  it  is  determined  upon, 
although  the  other  commercial  terms  which  relate  to  it  are  now  under 
process  of  negatiation,  with  another  committee  appointed  by  the 
Cuban  Government  for  that  purpose. 

The  Chairman.  The  prices  which  were  fixed  heretofore,  covering 
the  first  crop,  you  were  a  party  to  the  negotiations  making  those 
I>rices?    I  know  you  object  to  the  term  "  price  fixing." 

Mr.  Babst.  There  are  special  reasons  which  make  me  do  so,  be- 
cause of  rulings  made  by  the  legal  department  of  the  Food  Admin- 
istration. 

The  Chairman.  You  were  a  party  to  regulating  the  market  for 
granulated  sugar  that  came  here — ^fixing  the  price  on  granulated 
supar  that  comes  here? 

Mr.  Babst.  No,  sir. 

(The  question  was  read  by  the  stenographer.) 

Senator  Lodge.  The  prices  that  were  to  be  charged  to  the  public? 

Mr.  Babst.  Do  you  refer  to  the  entering  upon  the  contract  be- 
tween the  various  refiners  and  the  Food  Administration? 

The  Chairman.  Is  the  price  fixed  in  that  ? 

Senator  Lodge.  There  was  a  price  fixed. 

Mr.  Babot.  There  was  a  margin  fixed  in  this  contract  of  October  1, 
which  was  entered  into  by  all  the  refiners  of  the  United  States  with 
the  food  administrator,  of  1.3  cents  a  pound,  Ttdiolesale,  on  the  basis 
of  fine  granulated  in  barrels,  over  the  basic  price  for  96  Cuban  sugar, 
<^,uty  paid.  New  York. 

Senator  Lodge.  That  established  the  price  of  granulated  sugar? 

Mr.  Babst.  That  established  the  price  of  granulated  sugar,  f.  o.  b., 
refiners. 

The  Chairman.  That  established  the  price,  and  the  price  was  ap- 
proximately 7.25,  was  it  not,  plus  .25  ? 

Mr.  Babst.  No;  the  margin  established  under  the  contract  is  a 
maximum  margin  of  1.3  cents  above  the  basic  price  announced  by  the 
irtemational  committee. 

Senator  Lodge.  That  made  it  8.15,  did  it  not  ? 

Mr.  Babst.  It  made  it  at  that  time,  on  purchases  made  at  6.90,  8.35. 

Senator  Lodge.  8.35? 

Mr.  Babst.  8.35.  Later  on,  when  the  Louisiana  sugars  arrived  at 
Boston,  it  went  to  6,70,  if  I  have  the  right  figures,  which  made  the 
Boston  price  8.15. 

Senator  Lodge.  For  the  Louisiana  sugars  ? 

Mr.  Babst.  For  Louisiana  sugars  which  were  8.35,  New  Orleans. 
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Senator  Lodge.  Is  that  the  reason  that  the  beet  sugar  shipment 
made  to  Boston  were  raised  to  8.16  very  recently? 

The  Chairman.  They  were  raised  so  as  to  be  on  a  level  with  Loms- 
iana  sugar,  which  was  being  imported  by  the  refiners  there. 

Mr.  Babst.  Yes.  Of  course  in  Philadelphia,  where  other  Louisiana 
sugars  were  arriving  on  that  same  basis,  the  price  became  8.15. 

Senator  Lodge.  For  beet? 

Mr.  Babst.  For  Louisiana  cane,  in  Philadelphia. 

Senator  Lodge.  But  I  mean  in  Boston. 

Mr.  Babst.  Yes ;  within  a  short  time  in  Boston  the  beet  sugar  was 
raised  to  8.15. 

Senator  Lodge.  To  equalize  it  with  Louisiana? 

Mr.  Babst.  Yes,  sir. 

The  Chairman.  You  got  that  Louisiana  sugar — ^that  part  of  it 
which  was  turned  over  to  the  refiners — ^you  obtained  that  by  a  con- 
tract made  with  the  Louisiana  people?  All  that  went  to  the  re- 
fineries, you  got? 

Mr.  Babst.  No;  we  did  not.    Do  vou  wish  me  to  explain  that? 

The  Chairman.  I  just  wanted,  tor  the  present,  to  get  the  fact  as 
to  whether  or  not  you  got  that  part  of  the  Louisiana  crop  which 
went  to  refiners.  I  understand  there  was  a  lot  of  their  sugars  that 
they  did  not  refine — did  not  send  to  refineries.  They  turned  it  out 
of  their  mills. 

Mr.  Babst.  Correct.    The  Louisiana  croi 


The  Chairman.  You  f^ot  all  that  the  refiners  got  there  ? 

Mr.  Babst.  The  Louisiana  crop  was  expected  to  be  about  225,000 
tons,  of  which  the  American  Sugar  Refining  Co.  has  purchased, 
roundly,  27,000  tons.  There  is  another  amount,  probably  as  large 
as  the  purchase  of  27,000  tons,  which  has  gone  to  the  other  Gulf 
refiners — ^namely,  the  Henderson  Befinery  and  the  Colonial  Refinery 
at  New  Orleans. 

The  Chairman.  You  bought  it  all,  did  you  not? 

Mr.  Babst.  We  did  not.  We  have  bought,  altogether,  between 
26,000  and  27,000  short  tons. 

The  Chairman.  I  will  come  back  to  that  in  a  minute.  You  did 
buy  26,000  or  27,000  short  tons.    At  what  price  ? 

Mr.  Babst.  At  6.85. 

The  Chairman.  6.35.  Now,  when  you  added  your  1.80  refiners 
profit 

Mr.  Babst.  We  first  added 

The  Chairman.  You  first  added  what  to  it? 

Mr.  Babst.  Wo  first  added  freight  from  New  Orleans  to  northern 
Atlantic  ports. 

The  Chairman.  How  much  was  that? 

Mr.  Babst.  Thirty  cents,  roundly. 

The  Chairman.  Thirty-five  cents  for  freight.    All  right. 

Mr.  Babst.  Then  you  add  1.30  net. 

The  Chairman.  1.30  net  for  refiner's  service? 

Mr.  Babst.  For  refiner's  services. 

The  Chairman.  And  that  makes  a  total — ^is  that  all? 

Mr.  Babst.  That  should  make  a  total  of  about  8  cents;  does  it  not' 
It  should  make  8  cents ;  and  it  does. 

The  Citatrman.  6.35,  and  0.35  for  freight,  and  1.30? 
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Mr.  Babst.  6.35, 1.30,  and  0.35  are  the  items. 

The  Chairman.  That  is  right.    It  makes  8  cents. 

Mr.  Babst.  The  price  is  8.15,  because  there  is  allowed  to  the  whole- 
sale dealers  a  discount  of  2  per  cent  for  cash,  which  means  that  while 
the  refiner's  actual  selling  price  is  8  cents,  the  trade  billing  price,  to 
the  trade,  would  be  8.15  less  2  per  cent  for  cash,  seven  days. 

The  Chairman.  So  that  that  brings  it  up  to  8.15,  which  was  the 
price  you  wanted  to  get  for  this  sugar? 

Mr.  Babst.  That  was  the  price  we  were  permitted  to  ^t  as  a  maxi- 
mum under  our  contract  with  the  food  administration,  m  accordance 
with  paragraph  8. 

The  Chairman.  Yes.  Now,  the  price  of  beet  sugar  had  been  fixed 
awav  back  some  time  in  July  at  7.25.    That  is  right,  is  it  not? 

Mr.  Babst.  Seaboard. 

The  Chairman.  Seaboard  price? 

Mr.  Babst.  Befining  points. 

The  Chairman.  And  that  would  have  meant  7.25  in  Boston? 

Mr.  Babst.  It  would. 

The  Chairman.  So  that  you  would  have  had  to  have  sold  this  sugar 
which  you  wanted  to  get  8.15  for,  and  were  permitted  to  get  8.15  for, 
against  beet  suffar  at  7.25  ? 

Mr.  Babst.  That  would  have  been  true  had  there  been  any  beet 
sugar  in  Boston,  but  there  was  no  beet  sugar  there,  nor  at  any  other 
ea^m  seaboard  point. 

The  Chairman.  But  there  was  some  beet  sugar  mighty  likely  to  get 
in  there,  was  there  not  ? 

Mr.  Babst.  They  had  been  trying,  I  was  informed,  to  get  beet  sugar 
through  to  the  New  England  States,  and  there  had  not  been  any  for 
weeks. 

The  Chairman.  Was  there  not  100,000  tons  of  Michigan  beet  sugar 
right  at  that  time  accessible,  if  cars  were  obtained  ? 

Mr.  Babst.  As  to  your  amount,  of  course  I  could  not  accept  it,  be- 
cause I  do  not  know ;  but  there  were  large  quantities  of  beet  sugar 
being  made  in  Michigan,  and  at  other  beet-sugar  producing  points,  all 
of  which,  but  for  car  shortage  and  freight  congestion,  might  have  been 
made  available,  and  which  they  were  trying  to  make  available. 

The  Chairman.  If  that  sugar  had  come  in  and  had  been  sold  at 
7.25,  or  at  any  point  below  8.15,  your  price  would  have  had  to  have 
been  reduced^  or  else  you  would  not  have  had  a  market  for  the  sugar 
at  that  point? 

Mr.  Babst.  That  would  be  true  where  the  sugar  was  plentiful  or 
only  equal  to  the  demand ;  but  the  conditions  in  New  England  at  that 
time  and  as  they  still  are,  are  that  there  is  a  demand  for  which  there  ^ 
is  no  material  to  supply. 

The  Chairman.  Wiiat  did  your  sugar  board,  or  your  three  Ameri- 
can members  of  the  board,  have  to  do  with  the  matter  of  getting 
transportation  ?    What  have  you  had  to  do  with  that  ? 

Mr.  Babst.  Of  what  character?  Well,  I  may  answer  that  we  have 
had  nothing.  As  a  member  of  the  international  sugar  committee  I 
have  had  nothing  whatever  to  do  with  any  matter  relating  to  trans- 
portation, whether  railroad  or  vessel,  in  regard  to  any  domestic  move- 
ment of  any  domestic  product. 
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The  Chairman.  We  understand  that ;  but  while  this  international 
committee — and  I  refer  specifically  to  the  three  American  members 
of  the  committee  separately — ^to  whom  domestic  problems  were  turned 
over^  have  undertaken  to  get  together  and  specify  prices,  they  have 
not  in  any  way  endeavored  to  lacilitate  the  distribution  of  sugars 
over  the  country  in  order  to  supply  the  necessities  of  the  people  in  the 
present  crisis?  ^ 

Mr.  Babst.  The  duties  of  the  American  members  of  the  inter- 
national committee 

The  Chairman.  Just  answer  whether  you  have  done  anything 
at  all? 

Mr.  Babst.  I  have  not,  because  such  a  thing  would  lie  entirely 
beyond  my  duties  and  authority.  I  neither  have  done,  nor  have  been 
consulted  in  regard  to,  any  of  those  matters. 

The  Chairman.  When  the  law  of  supply  and  demand  was  set 
aside  and  the  ordinary  channels  of  trade  were  broken  up  and  inter- 
rupted, and  when  the  great  sugar  merchants  or  refiners  were  relieved 
of  this  responsibility  which  you  said  yesterday  you  felt  rested  upon 
them  in  normal  times,  of  seeing  that  the  people  were  supplied  with 
sugar,  when  you  were  put  upon  this  board  and  took  the  various 
actions  which  have  been  already  testified  to,  you  then  did  not  make 
any  effort  at  all  to  see  that  if  there  was  a  surplus  of  sugar  in  Cali- 
fornia, held  even  by  one  of  the  members  of  your  own  committee, 
that  sugar  or  a  part  of  it  might  reach  New  England,  where  they  were 
without  sugar?     No  effort  whatever  was  made? 

Mr.  Babst.  No  question  of  that  nature  or  character  came  before 
the  international  committee  or  its  American  members,  nor  could 
come  before  that  committee  under  this  contract.  As  an  individual 
refiner,  I  have  done  a  very  great  deal  to  meet  that  responsibility  in 
the  fullest  possible  way. 

The  Chairman.  How  have  you  done  anything  toward  it  except  to 
sell  your  sugars  in  the  market? 

Mr.  Babst.  By  making  a  great  effort  to  obtain  Louisiana  raw 
sugars  and  move  them  by  ocean  from  Louisiana  to  our  northern 
refineries  at  Philadelphia,  New  York,  and  Boston. 

The  Chairman.  We  refer  to  the  Louisiana  deal  as  rather  a  sep- 
arate proposition.  Mr.  Kolph,  during  the  very  time  of  this  sugar 
shortage  and  prior  thereto — and  when  I  say  Mr.  Eolph  I  mean  his 
company — ^liad  how  much  raw  sugars  in  California  ? 

Mr.  Babst.  That,  of  course,  I  do  not  know. 

The  Chairman.  Do  you  not  know  approximately? 

Mr.  Babst.  I  have  heard  the  amount  stated  here,  but  whether  that 
4s  a  correct  statement  I  do  not  know. 

The  Chairman.  While  this  sugar  famine  was  on,  did  you  not  take 
any  means  to  inquire  from  your  associate  on  the  committee,  Mr. 
Eolph,  or  in  any  other  way  to  inform  yourself,  as  to  sugar  supplies? 

Mr.  Babst.  As  a  member  of  the  committee  I  have  heard  Mr.  Eolph 
speak  frequently  of  the  great  efforts  he  was  making  to  obtain  cars 
to  bring  that  sugar,  more  of  it,  East;  and  he  has  made  every  effort^ 
so  far  as  I  know,  to  distribute  his  sugar  very  widely,  and  at  the  price 
of  7.25,  which  he  voluntarilv  made  to  meet  the  price  of  beet. 

The  Chairman.  Do  you  know  that  it  is  a  fact  that  other  refiners 
asked  to  have  a  part  of  that  sugar  to  refine,  in  order  that  they  might 
supply  the  demands  in  this  eastern  part  of  the  country? 
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Mr.  Babst.  I  was  present  at  the  conferences  among  all  the  refiners 
when  this  matter  of  the  very  short  supply  of  this  country  was  fully 
but  informally  discussed,  and  I  heard  Mr.  Kolph  offer  to  sell  to  Mr. 
Spreckels,  or  to  obtain  for  him  from  the  Hawaiian  planters,  any  raw 
sugars  which  Mr.  Spreckels  would  purchase,  and  Mr.  Spreckels  re- 
sponded that  he  would  have  to  consult  with  his  board  pf  directors. 

The  Chairman.  Now,  let  us  get  the  place  where  this  offer  was 
made  by  Mr.  Rolph  to  Mr.  Spreckels  to  obtain  these  raw  sugars  or 
to  turn  them  ^ver  to  him. 

Mr.  Babst.  iThat  statement  was  made  at  a  meeting  held  in  my 
office  on  September  12,  1917.  At  this  same  meeting  Mr.  Earle,  the 
president  of  the  Pennsylvania  refinery,  also  offered  to  sell  Mr. 
Spreckels  some  of  his  Hawaiian  sugars. 

The  Chairman.  Let  us  first  finish  with  Mr.  Rolph.  Mr.  Kolph 
offered  at  this  meeting  on  September  12,  1917,  to  sell  Mr.  Spreckels 
how  much  of  his  raw  sugars? 

Mr.  Babst.  It  was  a  round  amount.  The  exact  amount  I  do  not 
recall,  but  I  remember  that  it  was  a  round  amount — something  like 
25,000  tons. 

The  Chairman.  And  at  what  price? 

Mr.  Babst.  The  price  mentioned  I  do  not  recall.  In  fact,  I  think 
it  was  at  the  same  price  which  Mr.  Rolph's  refinery  itself  was  re- 
oeivinff  it  at  under  their  contracts  with  the  Hawaiian  planters,  at 
San  Francisco,  and  which  Mr.  Earle  was  receiving  it  at  under  his 
rontracts,  at  Philadelphia,  which  was  in  that  case  10  points  below 
the  Cuban  price.  New  York. 

The  Chairman.  Who  was  present  at  'this  conversation  ? 

Mr.  Babst.  Practically  all  of  the  refiners  of  the  United  States. 

The  Chairman.  Let  us  have  their  names. 

Mr.  Babst.  I  have  not  the  list  here,  but  it  was  at  the  conferences 
which  led  to  the  contract  entered  into  between  the  refiners  and  the 
United  States  Food  Administration. 

The  Chairman.  Oh,  this  is  the  proposition  that  was  made  before 
the  contract,  between  the  refiners? 

Mr.  Babst.  Yes;  the  contract  that  was  made  on  that  day  of  the 
meeting  between  the  refiners,  where  the  terms  of  this  contract  were 
being  discussed,  and  on  the  very  day  on  which  this  margin  of  1.30, 
net,  was  agreed  upon  by  the  individual  refiners  and  the  Food  Admin- 
istration. 

The  Chairman.  Whom  else  was  offered  sugar  on  that  day  by  Mr. 
Rolph? 

Mr.  Babst.  Mr.  Rolph  offered  sugar  to  Mr.  Spreckels,  and  Mr. 
Earle  also  offered  sugar  to  Mr.  Spreckels. 

The  Chairman.  Mr.  Earle  is  connected  with  what  company? 

Mr.  Babst.  He  is  president  of  the  Philadelphia  Sugar  Refining 
Co..  of  Philadelphia. 

The  Chairman.  Handling  a  part  of  the  Hawaiian  supply? 

Mr.  Babst.  Exactly. 

The  Chairman.  Did  he  afterwards  receive  and  refine  those  sugars 
and  put  them  into  the  market? 

Mr.  Babst.  I  assume  certainly  that  he  did. 

The  Chairman.  How  much  sugar  did  Mr.  Rolph  have  on  hand 
after  the  1st  of  August  that  never  did  reach  the  eastern  market  ? 
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Mr.  Babst.  That,  of  course,  is  a  matter  of  which  I  would  have  no 
information,  and  no  way  of  obtaining  it. 

The  Chairman.  Now,  I  want  to  ask  you,  Mr.  Babst,  if  this  con- 
versation with  Rolph  as  to  furnishing  Mr.  Spreckles  with  sugar  was 
not  a  proposition  to  furnish  him  the  1918  crop,  which  has  not  yet 
reached  the  market? 

Mr.  Babst.  It  certainly  was  not.  It  certainly  was  an  out  and  out 
offer  to  give  him  sugar  which  as  I  understand  they  actually  had  on 
hand  then  in  San  Francisco.  , 

The  Chairman.  Are  you  sure  about  that? 

Mr.  Babst.  That  is  my  very  best  recollection  of  the  conversation  : 
but  there  are  a  dozen  men  that  were  present  in  the  room,  and  most  of 
them  can  testify  to  exactly  what  transpired,  including 

The  Chairman.  We  will  see  what  Mr.  Rolph  himself  says  about  it. 

Mr.  Babst  (continuing).  Including  Mr.  Earle,  who  is  here  present 
in  this  room  now. 

The  Chairman.  Mr.  Babst.  you,  as  an  American  member  of  the 
international  committee,  had  something  to  do  with  the  question  of 
the  Louisiana  sugars,  did  you  not  ? 

Mr.  Babst.  I  did  not. 

The  Chairman.  Did  any  American  member  have  anything  to  do 
with  the  Louisiana  sugars? 

Mr.  Babst.  They  did  not;  not  as  a  member  of  the  international 
committee. 

The  Chairman.  Oh,  I  am  not  asking  whether  they  did  it  as  the 
lord  high  executioner,  or  whether  they  did  it  as  the  mayor  of  the  city, 
or  whether  they  did  it  in  some  other  capacity.  I  am  talking  about 
men,  now. 

Mr.  Babst.  Mr.  Rolph  is  the  head  of  the  sugar  division  of  the 
Food  Administration,  and  he  also  is  chairman  of  the  international 
sugar  committee. 

Senator  Lodge.  Mr.  Babst,  if  I  may  ask  a  question,  who  did  fix  the 
Louisiana  prices?  Who  made  the  arrangement?  I  beg  pardon: 
I  understand 

Mr.  Babst.  It  was  all  made- 


Senator  Lodge.  If  you  will  allow  me  to  say  so,  I  understand  the 
objection  of  the  department  to  speaking  of  price  fixing,  and  I  will 
try  to  use  language  which  is  more  consonant  with  their  feelings. 
Who  arranged  the  price  with  Louisiana? 

Mr.  Babst.  I  was  informed  that  the  matter  with  Louisiana  was 
arranged  between  Mr.  Hoover  and  Hon.  John  M.  Parker,  the  food 
administrator  of  Louisiana,  and  a  committee  of  Louisiana  planters 
headed  by  Judge  R.  E.  Milling. 

Senator  Lodge.  You  had  nothing  to  do  with  the  arrangement  of 
that  price? 

Mr.  Babst.  I  had  not. 

Senator  Lodge.  Were  you  present  when  it  was  arranged? 

Mr.  Babst.  I  was  not. 

Senator  Lodge.  Were  you  in  Washington  when  it  was  arranged? 

Mr.  Babst.  I  was.  I  was  invited  to  come  to  Washington  Dy  the 
Ijouisiana  planters,  through  a  telegram  sent  by  Mr.  John  M.  Parker, 
and  I  came  to  Washington  and  was  here. 

Senator  Lodge.  You  were  here  in  Washington  when  the  arrange- 
ment was  made? 


SHOETAOE  OF  SUGAB.  221 

Mr.  Babst.  Here  in  Washington,  and  the  Louisiana  planters  sub- 
sequently offered  to  sell  to  the  American  Sugar  Refining  Co.  100,000 
tons  of  Louisiana  raw  sugar. 

Senator  Lodge.  As  soon  as  the  arrangement  had  been  made? 

Mr.  Babst.  After  they  had  made  their  arrangement  with  the 
food  administration. 

Senator  Lodge.  Before  or  after  it  was  published  ? 

Mr.  Babst.  They  came  to  me  verj  shortly ;  soon,  in  fact,  after  they 
had  completed  their  conferences  with  the  food  administration. 

Senator  Lodge.  Before  it  was  published?  Before  the  public  an- 
nouncement was  made  ? 

Mr.  Babst.  Oh,  yes. 

Senator  Lodge.  I  may  have  made  a  mistake  in  following  it.  Did 
you  say  that  6.35  was  the  price  the  Louisiana  planters  were  to 
receive  ? 

Mr.  Babst.  6.35  was  what  we  paid  for  the  Louisiana  sugars.  Un- 
der the  arrangement  which  we  entered  into  with  the  Louisiana 
planters  we  were  to  move  half  of  those  sugars  north,  and  they  were 
to  pay  part  of  the  freight  on  that  movement  north,  and  we  were 
to  pay  part  of  the  freight,  so  that  under  the  ultimate  contracts 
which  we  entered  into  with  the  planters  a  matter  of  10  or  more  days 
later,  the  net  price  to  a  planter  of  Louisiana  would  be  6.22^  cents  a 
pound  New  Orleans,  which  would  mean  that  they  could  move  the 
sugars  from  their  plantation  into  the  city  of  New  Orleans,  where  we 
took  it  aboard  ships. 

Senator  Vardaman.  How  much  sugar  had  the  New  Orleans 
planters  to  sell  at  that  time? 

Mr.  Babst.  They  were  just  starting  at  that  time  to  make  their 
crops. 

Senator  Vardaman.  How  much  did  you  buy? 

Mr.  Babst.  We  bought  26,000  short  tons  altogether,  between  26,000 
and  27,000  short  tons  altogether,  but  we  did  not  make  that  purchase 
until — the  conference  in  Washington  was  on — I  will  give  you  the 
dates.  (After  examining  papers.)  The  negotiation  in  Washing- 
ton extended  from  October  22  to  October  24.  The  actual  purchase 
of  the  sugar  was  not  made,  however,  until  November  6,  at  New 
Orleans. 

Senator  Vardaman.  What  portion  of  the  Louisiana  crop  did  you 
finally  buy? 

Mr.  Babst.  It  probably  will  amount  to  about  10  per  cent  of  the 
Louisiana  crop,  which  is  the  smallest  purchase  we  have  made  for  a 
good  many  years.  I  have  here  a  list  of  our  purchases  extending  over 
a  great  many  years,  which  shows  that  we  ordinarily  buy  a  very  much 
larger  quantity.  For  example,  last  year  we  bought  106,000  tons. 
Last  year's  purchase  was  nearly  40  per  cent  of  the  Louisiana  crop. 
Would  you  like  to  have  me  give  this  table  showing  all  our  per- 
centages? 

Senator  Jones  of  New  Mexico.  Just  give  it. 

Mr.  Babst.  In  the  year  1900  we  purchased  123,000  tons,  being  46 
per  cent  of  the  crop. 

In  1901  we  purchased  169,000  tons,  being  52  per  cent  of  the  crop. 

In  1902  we  purchased  151,000  tons,  being  46  per  cent  of  the  crop. 

In  1903  we  purchased  97,000  tons,  being  42  per  cent  of  the  crop. 

In  1904  we  purchased  199,000  tons,  being  56  per  cent  of  the  crop. 
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In  1905  we  purchased  172,000  tons,  being  51  per  cent  of  the  crop. 

In  1906  we  purchased  80,000  tons,  oeing  42  per  cent  of  the  crop. 

In  1907  we  purchased  178,000  tons,  being  58  per  cent  of  the  crop. 

In  1908  we  purchased  188,000  tons,  being  45  per  cent  of  the  crop. 

In  1909  we  purchased  U 2,000  tons,  being  87  per  cent  of  the  crop. 

In  1910  we  purchased  152,000  tons,  being  50  per  cent  of  the  crop. 

In  1911  we  purchased  158,000  tons,  being  51  per  cent  of  the  crop. 

In  1912  we  purchased  75,000  tons,  being  44  per  cent  of  the  crop. 

In  1913  we  purchased  144,000  tons,  being  58  per  cent  of  the  crop. 

In  1914  we  purchased  22,000  tons,  being  10  per  cent  of  the  crop. 

In  1915  we  purchased  41,000  tons,  being  83  per  cent  of  the  crop. 

In  1916  we  purchased  106,000  tons,  being  89  per  cent  of  the  crop. 

In  1917  we  purchased  26,000  tons;  call  it  10  per  cent  Of  course, 
we  do  not  know  the  outturn  yet  in  Louisiana  or  the  present  crop,  so 
that  the  percentage  is  somewhat  of  a  guess,  naturally. 

The  Chairman.  Mr.  Babst,  do  you  mean  to  have  the  committee 
understand  now  that  you  were  not  engaged  in  any  part  of  the  negoti- 
ations that  had  to  do  with  the  purchase  of  the  Louisiana  crop? 

Mr.  Babst.  Not  so  far  as  price  was  concerned.  I  negotiated  with 
the  Louisiana  committee  on  all  matters  but  price. 

The  Chairman.  Let  us  see.  The  Louisiana  committee  came  here 
and  went  to  the  Hotel  Gordon? 

Mr.  Christian.  The  food  administration. 

The  Chairman.  Well,  the  Hotel  Gordon.  Mr.  Rolph  had  some 
rooms  there,  did  he  not? 

Mr.  LiNDLEY.  The  office  of  the  food  administration.  They  had 
leased  the  hotel. 

The  Chairman.  Very  well;  I  am  not  saying  it  is  a  bad  place.  I 
know  it  is  a  good  place.  I  am  trying  to  locate  these  gentlemen.  Mr. 
Bolph  had  some  rooms  or  quarters  in  the  Gordon  Hotel  in  the  city 
of  Washington,  did  he  not? 

Mr.  Babst.  I  attended  a  meeting 

The  Chairman.  Just  answer  my  question.  Did  not  Mr.  Bolph 
have  some  rooms  or  quarters  in  the  Gordon  Hotel  in  the  city  of 
Washington  ? 

Mr.  Babst.  Yes;  the  Food  Administration  was  in  the  Gordon 
Hotel. 

The  Chairman.  And  Mr.  Bolph  had  his  offices  there  with  the 
Food  Administration,  did  ho  not? 

Mr.  Babst.  He  did. 

The  Chairman.  The  Louisiana  planters  went  there,  and  were  there 
for  about  two  days,  negotiating  back  and  forth,  and  were  many  hours 
of  time  in  those  rooms  with  Mr.  Bolph? 

Mr.  Babst.  I  assume  they  were. 

The  CiiAiRBiAN.  And  you  were  there  during  a  part  of  that  time? 

Mr.  Babst.  I  was  there  at  one  conference,  and  when  they  reached 
the  matter 

The  Chairman.  One  conference?    Just  one? 

Mr.  Babst.  I  was  present  at  one  conference  where  this  matter  of 
price  was  discussed. 

The  Chairman.  Wliat  day  was  that,  now? 

Mr.  Babst.  I  think  that  was  the  afternoon  of  October  22.  I  took 
no  part  in  that  discussion,  except  to  answer  questions  about  the 
movement  of  these  sugars. 
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The  Chairhan.  When  you  were  there,  when  you  met  these  Lou- 
isiana people  there — now,  let  us  just  get  a  few  questions  and  an- 
swers— when  vou  met  these  Louisiana  people  there  first,  there  were 
a  number  of  tne  Louisiana  men  there,  were  there  not? 

Mr.  Babst.  Oh,  yes. 

The  Chaibman.  And  you  were  there  and  Mr.  Rolph  was  there. 
That  is  correct,  is  it  not  t 

Mr.  Babst.  And  a  number  of  men  from  my  own  company  were 
there. 

The  Chairman.  And  a  number  of  men  from  your  own  company  ? 

Mr.  Babst.  All  of  whom  are  here  in  the  room. 

The  Chairman.  What  were  you  discussing  about  the  Louisiana 
crop  when  you  first  got  together  there,  the  first  day  ? 

Mr.  Babst.  The  discussion  was  entirely  between  the  Louisiana 
planters'  committee  and  Mr.  Eolph. 

The  Chairman.  In  regard  to  what? 

Mr.  Babst.  In  regard  to  a  great  many  matters  relating  to  the 
present  Louisiana  crop,  as  well  as  the  matter  of  price.  They  dis- 
cussed the  cost  of  production — a  very  general  discussion  in  regard  to 
the  Louisiana  crop. 

The  Chairman.  As  a  matter  of  fact,  these  Louisiana  planters  had 
come  to  this  city  to  confer  with  the  Food  Administration  with  ref- 
erence to  what  disposition  was  going  to  be  made  of  their  crop?  That 
IS  about  the  size  of  it  ? 

Mr.  Babst.  And  they  had  asked  me  to  come  here. 

The  Chairman.  Yes.  Now,  what  I  have  said  is  about  the  situa- 
tioTij  is  it  not?    That  is  what  they  were  here  for? 

Mr.  Babst.  So  I  should  gather  from  what  they  said  to  Mr.  Rolph. 

The  Chairman.  Yes;  and  when  you  got  together  in  there  you 
discussed  the  cost  of  the  production  of  this  crop  with  these  Lou- 
isiana men,  did  you  not? 

Mr.  Babst.  I  did  not. 

The  Chair3ian.  Well,  the  others  discussed  it  in  your  presence? 

Mr,  Babst.  They  did. 

The  Chairman.  And  you  were  asked  questions  about  prices,  were 
you  not  ? 

Mr.  Babst.  I  was  not. 

The  Chairman.  What  were  you  asked  questions  about  ? 

Mr.  Babst.  I  was  asked  about  the  moving  of  this  sugar. 

The  Chairman.  The  moving  of  it? 

Mr.  Babst.  The  shipping  of  it,  and  all  the  matters  which  relate 
to  the  sugar  after  it  had  come  into  our  hands,  and  how  it  would 
come  into  our  hands. 

The  Chairman.  It  was  assumed  it  was  coming  into  our  hands, 
was  it  ? 

Mr.  Babst.  I  said  to  them  that  we  would  take  the  sugar,  a  large 
quantity  of  it,  at  anv  price  which  the  Government  would  permit  us 
to  pay.  I  was  fearful  that  this  discussion  was  going  to  lead  to  an 
embarrassing  situation,  and  I  made  a  statement  of  -the  matter  which 
I  should  like  very  much,  if  you  will  permit  me,  to  give  you  at  this 
time  or  repeat  to  you  at  this  time. 

The  Chairman.  Is  it  written  ? 

Mr.  Babst.  It  is  printed,  and  it  was  taken  down  stenographically 
at  the  time. 
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The  Chairman.  Who  had  it  taken  down? 

Mr.  Babst.  The  Food  Administration  had  a  stenographic  report 
on  it. 

The  CiiAntMAN.  Of  everything  that  took  place  at  the  meeting? 

Mr.  Babst.  Of  everything  that  took  place  at  the  meeting  at  which 
the  statement  was  made. 

The  Chairman.  Do  you  laiow  whether  there  was  a  stenographic  re- 
port taken  of  all  these  meetings  you  had  with  refei'ence  to  Louisiana 
sugar? 

Mr.  Babst.  My  recollection  is  there  was  no  stenographic  report  of 
the  meeting  of  the  afternoon  of  October  22,  but  there  was  a  steno- 

faphic  report  of  the  meeting  of  October  23,  and  the  statement  which 
have  made  was  made  immediately  upon  my  coming  into  the  room 
and  on  the  opening  of  that  meeting,  on  the  morning  of  October  23. 

The  Chairman.  Before  we  come  to  the  statement,  take  the  22d, 
the  time  when  there  was  no  stenographic  report  taken,  what  were  you 
all  in  there  talking  about ;  what  were  you  aoing  ? 

Mr.  Babst.  They  were  talking  with  relation  to  the  matter  of  price. 
The  Government — ^the  Food  Administration— had  had  a  number  of 
telegrams  back  and  forth  between  the  Louisiana  planters  and  them- 
selves, and  Mr.  Parker  had  come  here  with  his  committee,  and  was 
discussing  the  matters  raised  in  these  tele^ams,  and  they  had  a  very 
general  discussion  about  the  whole  Louisiana  situation.  I  was  not 
m  that  meeting  imtil  late  in  the  afternoon  and  did  not  come  to  that 
meeting  until  they  had  come  to  me  at  the  hotel  and  asked  me  to  go 
there. 

The  Chairman.  What  did  they  want  you  to  go  there  for? 

Mr.  Babst.  They  wanted  me  to  go  to  see  if  we  would  buy  the  Ix)uis- 

iana  sugars. 

The  Chairman.  Did  you  say  that  you  would  buy  them  ? 

Mr.  Babst.  Yes.    In  fact,  we  always  have  bought  them. 

The  Chairman.  You  bought  40  per  cent  of  them  sometimes  and 
sometimes  37  per  cent,  but  never  mind  about  that.  You  said  that 
you  would  buy  them.  What  was  said  about  price?  Of  course  a 
business  man  like  you  does  not  buy  blindly,  but  must  know  something 
about  the  price. 

Mr.  Babst.  Having  signed  this  contract  which  fixed  the  maximum 
of  our  refining  margin,  it  was  not  like  an  ordinary  buying  and  selling 
at  all,  because  at  whatever  price  those  Louisiana  sugars  were  deliverea 
we  received  a  refining  margin  as  provided  in  this  contract. 

The  Chairman.  But  you  would  receive  also  a  profit  on  your  sugars 
if  you  got  them  low  enough  to  sell  below  the  general  market. 

Mr.  Babst.  Oh,  no ;  we  could  get  nothing  whatever  from  the  Louisi- 
ana sugars  except  this  1.30  provided  in  this  contract. 

The  Chairman.  Let  us  see  if  that  is  correct.  Suppose  you  had 
purchased  Louisiana  sugar  for  a  cent  a  pound? 

Mr.  Babst.  Then  we  would  have  to  sell  it  for  $2.30  a  hundred. 

The  Chairman.  Do  you  mean  to  say  that  you  would  have  to  sell  it 
for  $2.30  a  hundred  ? 

Mr.  Babst.  Yes. 

The  Chairman.  Under  this  contract? 

Mr.  Babst.  Yes. 

The  Chairman.  Show  me  the  clause  of  the  contract  under  which 
you  say  that  that  would  be  true.    Show  me  the  clause  of  the  contract 
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which  you  say  limited  you  so  that  you  could  not  in  any  event 
anything  but  1.80  refiner's  fee,  no  matter  what  you  paid  fo 


make 

for  the 
sufipar. 

Mr.  Babst.  Paragraph  8  of  the  contract  provides  as  foUows  [read- 
ing]: 

The  refiner  agrees  that  it  will  sell  aU  sugar  refined  by  it  at  a  price  not  more 
than  1^  cents  net  per  pound  wholesale  of  refined  sugar  on  the  basis  of  fine 
granulated  sugar  in  barrels  or  in  100-pound  bags  (when  used  as  the  standard 
l>asis)  f.  o.  b.  refinery,  above  the  basic  price  for  96  degrees  centrifugal  sugar  as 
determined  by  the  International  Sugar  Committee  under  paragraph  seven  (7) 
above  and  in  force  on  the  day  when  such  sale  of  refined  sugar  is  made,  with 
<uch  differentials  as  are  shown  on  its  official  price  list 

The  Chatbman.  '^  Above  the  basic  price."  Now,  if  the  basic  price 
was  above  the  price  that  you  paid  for  the  Louisiana,  you  would  make 
the  difference,  would  you  not  t 

Mr.  Babst.  We  would  not. 

The  Chairman.  Where  would  it  go,  then?  You  were  permitted 
to  sell  at  130  points  above  the  basic  price,  and  if  you  sot  the  Louisiana 
l)elow  the  basic  price,  bought  that  sugar  and  owneathat  sugar,  why 
would  you  not  have  tne  difference  ? 

Mr.  Babst.  The  best  illustration  is  the  fact  that  we  bought  Louisi- 
ana suffar  at  6.35  f.  o.  b.  New  Orleans,  or  6.70  f .  o.  b.  Boston,  at  a 
time  wnen  the  basic  price  mentioned  in  paragraph  7  and  referred  to 
in  paragraph  8,  whicn  I  have  just  read,  was  &ea  at  6.90.  We  refined 
the  Louisiana  sugar  purchased  at  6.70  and  sold  it  at  8  cents  net  or 
S.15  gross,  which  is  exactly  in  compliance  with  paragraph  8  of  the 
(contract  to  which  I  have  referred. 

The  Chatbman.  In  other  words,  you  got  more.  You  got  still  a 
greaterprofit. 

Mr.  'Babstt.  No,  no.  We  got  just  exactly  what  the  contract  pro- 
vided for. 

The  Chaibman.  You  claim  that  you  paid  a  high  price  for  the 
(x)uisiana  sugar? 

Mr.  Babst.  I  merely  claim  that  we  paid  6.35  New  Orleans,  added 
the  ocean  h^icht,  making  6.70  Boston,  and  to  that  we  added  1.80,  the 
margin  provided  for  in  the  contract,  and  based  our  price  at  8  cents 
net  or  8.15  gross  at  a  time  when  the  basic  price  to  which  you  are 
referring  and  which  is  in  the  province  of  tne  International  Sugar 
('ommittee,  was  6.90. 

The  Chairman.  In  other  words,  you  were  nQt  bound  down  in  your 
price  by  the  6.90  price  at  all  ? 

Mr.  Babst.  Yes;  we  were.  And  we  were  not  only  bound  down 
but  our  price  actually  was  based  on  6.70  and  not  on  the  higher  price 
of  which  you  speak. 

The  Chairman.  In  order  that  I  may  understand  you.  I  am  once 
more  going  to  ask  you  if  you  mean  to  tell  the  committee  tnis,  that  the 
clause  which  you  have  read  in  that  contract  was  of  such  a  nature 
that  no  matter  what  price  the  American  Sugar  Befining  Co.  paid 
for  the  raw  sugar  of  Tjouisiana  it  could  only  make  $1.80  a  hundred? 

Mr.  Babst.  Net. 

The  Chairman.  At  the  time,  regardless  of  the  price  at  which  it 
bought  it  and  regardless  of  the  price  at  which  it  sold  ? 
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Mr.  Babst.  I  mean  exactly  that,  and  I  mean  also  that  is  exactly 
what  has  been  the  fact  with  every  pound  of  Louisiana  sugar  tiiat  we 
have  purchased. 

The  Chairman.  But  you  claim  you  paid  a  price  for  the  Louisiana 
su^ar  that  would  bring  it  up,  as  I  understand  you,  above  the  other! 

Mr.  Babst.  I  mean  nothing  of  the  kind,  and  nothing  different  from 
the  fact  that  on  every  pound  of  Louisiana  sugar  which  we  purchased, 
both  under  the  terms  of  the  contract  and  as  a  matter  ox  fact,  we 
received  and  attempted  to  receive  only  $1.80  net  for  the  refining 
operation. 

The  Chairman.  I  am  not  asking  you  what  you  got  out  of  the 
Louisiana  purchase.  I  am  discussing  the  question  of  prices,  and  you 
have  statea  to  the  committee  that  even  if  you  had  bought  the  Lou- 
isiana sugar  for  1  cent  a  pound,  that  you  could  not  under  the  terms 
of  your  contract  then  have  sold  it  at  above  $2.80  a  hundred. 

Mr.  Babst.  We  could  not  and  did  not. 

The  Chairkan.  What  would  have  happened  to  the  sugar  market 
under  those  circumstances,  if  there  was  sugar  thrown  in  at  that  very 
low  price,  and  you  could  not  charge  enough  to  bring  it  up  to  the 
ordinary  price  of  sugar  ? 

Mr.  Babst.  Why,  under  the  normal  market,  of  course,  we  would 
have  expected  to  sell  all  the  su^r.  Under  the  present  market  any- 
one could  sell  sugar  at  any  price  they  are  permitted  to  ask  for  it 
There  is  another  reason,  Mr.  Chairman,  why  we  could  not  charge 
more  than  $1.80,  or  1.8  cents,  net,  than  that  contained  in  the  contract, 
although  I  think  the  contract  is  entirely  sufficient  to  cover  that  point, 
and  our  company  would  not  for  a  moment  violate  it. 

The  Chairman.  I  do  not  think,  but  I  know,  having  heard  it  read, 
that  it  does  not  touch  the  point;  it  does  not  place  any  such  restric- 
tion upon  it. 

Mr.  Babst.  May  I  call  your  attention  to  the  instruction 

The  Chairman.  If  you  have  something  else  that  you  claim  covers 
it,  we  will  proceed  to  uiat    What  is  that! 

Mr.  Babst.  The  announcement  made  by  the  Food  Administration 
on  October  19, 1917. 

The  Chairman.  How  long  was  that  after  you  had  contracted  for 
this  sugar  t 

Mr.  Babst.  About  two  weeks  previous  to  the  time  that  I  came  to 

Washington  to  meet  the  Louisiana  planters.    That  announcement  is 

as  follows  [reading] : 

BxHiBiT  No.  48. 

OcroBXE  Id,  1917. 
To  the  sugar  trade: 

It  has  Just  been  brought  to  the  attention  of  the  United  States  Food  Adminis- 
tration that  refined  sugars  are  being  distributed  in  New  York  City  and  else- 
where on  a  margin  of  profit  that  the  United  States  Food  Administration  con- 
siders unfair  and  unjust  and  not  in  accordance  with  the  Food-Control  bill  of 
August  10,  1917.  The  trade  is  hereby  notified  that  until  further  notice  any 
margin  charged  by  any  refiner  of  over  180  points  net  will  be  considered  unfair 
and  unjust,  and  any  resales  of  such  refined  sugar  (for  domestic  or  export)  to 
any  customer,  etc  . 

Mr.  Babst.  Proceeding  then  with  provisions  relating  to  jobbers. 

The  Chairman.  You  may  have  regarded  that  as  in  a  sense  bind- 
ing upon  you.  Did  you  regard  it  as  legal  that  the  food  administra- 
tion had  the  authority  to  fix  the  price  upon  the  sugars  of  this 
country? 
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Mr.  Babst.  They  do  not  attempt  to  do  that  in  this  document. 

The  Chaibmak.  Did  they  not  attempt  to  do  it  there? 

Mr.  Babst.  They  merely  attempted  here  to  fix  a  margin  of  profiit 
which  they  considered  just  and  fair. 

The  Chairman.  Weu,  we  will  not  argue  it,  because  there  is  no 
use  of  e[oing  into  that  sort  of  controversy. 

Mr.  Babst.  You  ask  a  legal  question  and,  of  course,  that  comes 
directly  under  the  food-control  act. 

The  Chairman.  Of  course,  it  does  not.  There  is  no  such  power 
given  as  that ;  but  I  shall  not  arjEpe  that.  So  that  your  position  now 
IS  that  it  did  not  make  any  difference  what  the  price  nxed  was  on 
that  Louisiana  sugar,  if  you  could  only  make  a  profit  of  1.30  cents; 
and  you  wouldprofit  that  much  anyway  ? 

Mr.  Babst.  We  could  not,  under  any  circumstances,  charge  a  re- 
fining mar^n  of  more  than  that,  as  tho  contract  provides  for  a  maxi- 
mum refining  margin. 

The  Chairman.  And  yet  you  were  so  modest,  although  you  could 
not  profit  or  lose  by  the  transaction,  that  when  they  came  to  fix  the 
price  you  stepped  out  of  the  room? 

Mr.  Babst.  I  most  certainly  did,  and  made  the  statement 

The  Chairman.  Why,  when  ^ou  could  not  profit  or  lose,  should 
jo\x  have  modestly  retired  and  left  the  fixing  of  the  price  to  some  one 
else! 

Mr.  Babst.  I  have  already  stated  it,  and  I  shall  repeat  it  to  you. 

The  Chairman^  Oh,  by  the  way,  before  you  read  the  answer,  do 
you  know  where  the  complete  transcript  of  the  proceedings  that  were 
taken  down  of  these  two  meetines  isf 

Mr.  Babst.  I  do  not  I  asked  the  stenographer  for  them  as  soon 
as  I  had  finished  making  the  statement — ^mat  is,  for  a  copy  of  mj 
statement. 

The  Chairman.  Why  did  you  want  to  preserve  a  copy  of  your 
statement  t 

Mr.  Babst.  Because  I  was  very  anxious  that  our  position  in  the 
matter  should  not  be  misunderstood  in  Louisiana. 

The  Chairman,  Did  you  feel  that  it  was  a  matter  of  some  deli* 
cacy  and  therefore  you  had  better  be  pretty  careful! 

Mr.  Babst.  I  believe  it  is  always  a  very  delicate  matter  for  anyone  to 
fix  the  price  of  another  man's  product,  and  therefore,  so  far  as  I  was 
concerned  in  this  particular  matter,  it  being  outside  of  the  ordinary 
relation  of  buver  and  seller  in  an  open,  free  market,  and  the  price 
having  been  the  subject  of  conferences  by  the  food  administration 
and  of  Louisiana  planters,  I  wished  it  understood  that  I  had  been 
no  party  to  such  conferences :  I  was  there  purely  as  a  buyer  of  sugar 
at  tne  price  which  might  be  nxed  by  the  Oovemment 

The  Chairman.  You  think  that  same  ethical  principle  ought  to 
run  through  all  of  the  matters  of  business,  do  you  not  ? 

Mr.  Babst.  In  normal  times  I  most  certainly  agree  that  the  law 
of  supply  and  demand  is  the  proper  law.  In  abnormal  times,  such 
as  we  are  having  with  sugar,  I  do  not  think  so. 

The  Chairman.  You  think  that  no  man  ought  to  sit  in  his  own 
case  and  determine  matters  as  a  public  official  where  he  may  have 
a  private  interest  f 

Mr.  Babst.  I  most  certainly  do,  and  I  never  have  done  so,  directly 
or  indirectly,  in  this  matter  o?  in  W  other. 
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The  Chairman.  You  helped  to  fix  the  regulation,  did  you  not, 
of  the  kind  of  sugar  that  was  to  become  the  basic  su^r  and  the 
price  of  which  was  to  be  regulated — granulated  sugar  1  xou  helped 
to  fix  that,  did  you  not — ^the  basic  price  of  granulated  sugar? 

Mr.  Babst.  I  most  certainly  took  part  m  that  contract,  together 
with  all  other  refiners,  entering  into  it  voluntarily,  with  the  Food 
Administration,  under  a  contract  they  themselves  had  prepared. 

The  Chairman.  At  that  time  you  were  a  large  handier  of  special 
brands  of  sugar,  were  you  not? 

Mr.  Babst.  We  always  have  been. 

The  Chairman.  I  will  drop  that  thread  at  this  point  and  let  the 
witness  put  in  the  statement  that  he  desires  to  put  in. 

Senator  Lodgb.  Can  not  that  be  printed? 

The  Chairman.  Yes;  it  can  be  printed.  We  will  take  a  recess 
here  until  quarter  after  2. 

(Thereupon,  at  1  o'clock  and  15  minutes  p.  m.,  the  committee  took 
a  recess  until  2  o'clock  and  16  minutes  p.  m.) 

AFTERNOON  SESSION. 

At  2.15  o'clock  p.  m.  the  subcommittee  reassembled,  pursuant  to  the 
taking  of  the  recess. 

The  Chairman.  The  committee  will  come  to  order  and  we  will 
resume  our  hearing. 

TESHHONT  OF  HB.  EAEL  D.  BABST,  PBESIDBFr  OF  THE  AMEBI- 
CAir  STJGAB  BEFUilBO  CO.,  NEW  TOBK  CITT— Besnmed. 

The  Chairman.  Mr.  Babst,  have  you  a  copy  of  the  American  Sugar 
Bulletin  before  you  which  contains  the  contract  you  made  with  the 
Louisiana  people? 

Mr.  Babst.  1  have,  and  I  also  have  copies  of  the  actual  contracts 
themselves. 

The  Chairman.  Will  you  let  me  have  one  of  them? 

Mr.  Babst.  That  is,  those  are  the  two  papeis  that  went  to  all  the 
Louisiana  planters  [handing  papers  to  the  chairman]. 

The  Chairman.  I  notice  tnat  this  contract  states  that  the  price 
is  6.35.  Is  it  not  a  fact  that  the  price  of  6.22  was  previously  agreed 
on? 

Mr.  Babst.  The  price  named — agreed  upon  between  the  Food 
Administration  and  the  Louisiana  planters — ^was  6.86,  all  refining 

Eoints.  Under  the  negotiation  with  the  Louisiana  committee,  one- 
alf  of  these  sugars  was  to  be  moved  north,  on  which  the  planters 
would  make  a  contribution  toward  the  85-cent  freight  rate,  and  to 
which  the  American  Sugar  Kefining  Co.  should  make  a  contributicm 
of  any  excess  over  the  25  cents,  which  resulted,  when  the  freight  was 
worked  out,  in  the  price  of  6.226  net,  New  Orleans. 

The  Chairman.  6.226  net? 

Mr.  Babst.  New  Orleans. 

The  Chairman.  Yes. 

Mr.  Babst.  I,  if  permitted,  could  state  this  whole  Louisiana  trans- 
action chronologically,  in  such  a  way  as  to  make  clear  the  whole  mat- 
ter, Mr.  Chairman. 
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The  Chairman.  Very  well,  you  may  do  that;  only  be  as  brief  as 
you  can  and  cut  out  immaterial  details. 

Mr.  Babst.  I  understand  that  there  are  two  matters  on  which  the 
committee  is  interested,  one  the  charge  that  we  received  more  than 
1.30  for  our  refiner's  margin  over  the  cost  of  the  raw,  refining  points; 
the  other,  the  charge  that  I  as  a  member  of  the  International  Sugar 
Conmiittee  took  part  in  the  Washington  ccmf  erences. 

The  Chaibmak.  No^  sir;  the  question  that  you  said  you  wanted 
to  state,  in  chronological  order,  an  answer  to,  is,  what  took  place. 
Now  I  said  to  do  that  but  to  leave  out  minute  and  inunaterial  de- 
tails.   Give  us  the  matter — ^the  essential  points. 

Mr.  Babst.  I  shall  have,  then,  to  connne  my  answer  to  a  chrono- 
logical detailed  statement  of  the  facts  which  relate  to  the  subjects. 

On  August  10  the  food-control  bill  was  passed  by  Congress,  which 
provided  power  in  the  food  administrator  to  fix  fair  and  reason- 
able profitis  and  also  provided  power  to  enter  into  voluntary  agree- 
ments with  producers  and  others. 

On  September  12  there  was  a  meeting  of  all  the  refiners  of  the 
United  States  at  New  York  with  a  representative  of  the  food 
administrator. 

The  Chairman.  Who  was  that ! 

Mr.  Babst.  Mr.  Georee  M.  Bolph;  at  which  meeting  each,  sev- 
erally, agreed  with  the  food  administrator  that  1.80  net  was  a  fair 
maximum  refining  margin. 

The  Chaibman.  While  I  do  not  want  to  interrupt  you,  I  want  to 
ask  you  if  that  1.30  net  was  in  excess  of  or  less  than  the  average 
profits  in  other  years  of  the  refiners? 

Mr.  Babst.  It  was  less  than  the  margin  of  other  refiners  in  the 
Unit^  States  during  the  year  1917,  except  the  average  margin  of 
the  American  Sugar  Kefinin^  Co. 

The  Chaibman.  I  am  asking  about  other  years.  Was  it  greater 
than  or  less  than  the  ordinary  average  margin  made  by  sugar  re- 
finers in  past  years! 

Mr.  Babst.  1  would  state  to  the  chairman  that  an  answer  to  that 
^estion,  if  given  in  a  way  to  be  helpful,  would  take  us  far  afield 
in  regard  to  matters  both  of  cost  ana  of  raw  sugar  and  of  refining 
operations. 

The  Chaibman.  Well,  go  on  with  your  chronology.  I  will  get  it 
from  somebody  else,  if  I  can. 

Mr.  Babst.  On  October  9  there  was  an  announcement  by  the  Food 
Administration  to  tiie  su^ar  trade  of  the  United  States  declaring, 
among  other  things,  as  follows: 

The  trade  is  hereby  notified  that  until  farther  notice  any  margin  charged 
by  a  refiner  of  over  180  points,  net,  will  be  considered  nnfalr  and  nnjnst. 

The  Chaibmak.  Was  that  after  you  had  already  agreed  upon  1.80? 

Mr.  Babst.  That  was  within  a  few  days  of  a  month  after  the 
agreement  on  the  1.30. 

The  Chaibman.  In  other  words,  all  the  refiners  in  the  United 
States  get  together  with  the  food  administrator  and  agree  on 
$1.80 

Mr.  Babst.  Severally. 

The  Chaibman.  Yes;  and  then  the  food  administrator  solemnly 
serves  notice  on  all  these  men  who  have  already  agreed  to  take  $1.80 
that  if  they  take  any  more  than  that  it  will  be  unfair. 
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Mr.  Babst.  And  unjust. 

The  Chairman.  Yes,  and  unjust.    All  right. 

Mr.  Babst.  On  October  10 

Senator  Vardaman.  Mr.  Babst,  do  you  know  of  an  instance  where 
the  refiners  have  charged  more  than  that! 

Mr.  Babst.  I  do  not. 

Senator  Jones.  You  mean  before  or  after  this  time? 

Senator  Vardaman.  Well,  after  you  had  fixed  the  price. 

Mr.  Babst.  I  do  not. 

Senator  Vardaman.  I  understood  you  to  say  that  that  notice  wts 
issued  by  the  food  administrator  about  a  month  after  the  a^greement 
was  made. 

Mr.  Babst.  It  was. 

Senator  Vardaman.  Do  you  know  of  anybody  selling  below  that! 

Mr.  Babst.  I  do  not;  so  far  as  I  know  every  refiner  m  the  United 
States  has  strictly  adhered  both  to  his  contract  entered  into  with  the 
food  administrator  and  also  to  all  its  rules  and  reflations. 

Senator  Vardaman.  What  was  the  purpose  of  isuing  that  notice: 
do  you  have  any  idea?  If  you  had  entered  into  that  contract,  what 
was  the  purpose  of  the  Food  Administration  in  sajring  that,  a  month 
after  you  had  entered  into  the  contract. 

Mr.  Babst.  In  the  Food  Administration's  notice  they  state 

The  Chairman.  Have  you  the  notice  there? 

Mr.  Babst.  I  have. 

The  Chairman.-  If  it  will  not  interrupt  you,  Senator  Vardaman. 
I  should  like  to  have  it  put  into  the  record. 

Senator  Vardaman.  Very  well. 

The  Chairman.  Just  put  in  the  whole  notice. 

The  notice  referred  to  is  here  printed  i^  full,  as  follows : 

Mr.  Babst.  The  notice  of  the  food  administration  on  its  face  car 
ries,  I  think,  an  answer  to  the  question  of  Senator  Vardaman.  The 
notice  of  October  9, 1917,  is  as  loUows  [reading]  : 

BxHisrr  No.  49. 

To  the  sugar  trade: 

It  has  just  been  brought  to  the  attention  of  the  United  States  Food  AdmlnL« 
tration  that  refined  sugars  are  being  distributed  in  New  York  City  and  els^ 
where  on  a  margin  of  profit.  That  the  United  States  Food  Administration  con- 
siders unfair  and  unjust  and  not  in  accordance  with  the  Food  Control  bill  of 
August  10,  1917.  The  trade  is  hereby  notified  that  until  further  notice  an; 
margin  charged  by  refiner  of  over  130  points  net  will  be  considered  unfair  and 
unjust,  and  any  resales  of  such  refined  sugar  (for  domestic  or  exx)ort)  to  any 
customer  carrying  a  margin  of  over  25  points  per  100  pounds  over  the  refiner'ii 
list  price  will  also  be  considered  unfair  and  unjust  and  contrary  to  the  provi- 
sions of  the  food  control  bill,  unless  such  sale  is  first  approved  by  the  United 
States  Food  Administration^ 

The  distributing  trade  will  be  licensed  within  a  few  days,  and  a  statement 
of  all  sugar  transactions  carried  out  by  them  during  80  days  prior  to  applica- 
tion for  license  will  be  demanded  upon  making  application  for  license,  and  any 
overcharges  will  have  an  important  bearing  on  the  issuance  of  such  licenso 
to  such  persons. 

Unitkd  States  Food  ADicnnsiBATZoiVt 
Gso.  M.  noLPH. 

Senator  Vardaman.  Evidently  somebody  had  been  violating  their 
contract.   Do  you  not  think  they  had  ? 

Mr.  Babst.  The  contract,  while  bearing  the  date  of  October  1,  wss 
not  completed  and  filled,  so  far  as  the  Anierican  Sugar  Befining  Co. 
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is  concerned,  until  October  10,  the  day  after  this  notice.  What  the 
date  of  filing  of  the  actual  contract  by  other  companies  may  be,  of 
that  I  have  no  knowledge. 

The  Chairman.  You  had,  however,  made  an  agreement  when  you 
were  all  together,  and  had  made  that  agreement  nearly  a  month 
before. 

Mr.  Babst.  And  we  were  obeying  that  agreemoit  at  the  time  and 
at  all  times  since  havingmade  it. 

Senator  Yahdaman.  iBEave  you  any  idea  who  had  violated  the  con- 
tract? 

Mr.  Babst.  I  was  going  to  look  and  see,  here 

Senator  Yabdamak  (continuing).  That  drew  forth  that  reproof 
that  Mr.  Hoover  made? 

Senator  Jomss.  It  will  be  observed  that  that  notice  covers  prices 
other  than  that  from  the  refiners ;  it  covers  the  profit  which  the  jobber 
may  make. 

The  Chahocan.  Oh,  yes;  but  it  also  refers  to  the  first  two  or  three 
things ;  it  also  refers  to  the  prices,  and  specially  to  what  the  jobbers 
have  been  doing. 

Mr.  Babst.  1  do  not  think  I  dare  to  undertake  to  answer  that,  be- 
cause I  have  not  with  me  and  at  hand  sufficient  accurate  information 
as  to  the  price  of  raw  sugar,  dutjr  paid.  New  York,  and  the  price 
lefined,  of  any  other  refiner,  as  of  the  few  days  prior  to  October  9, 
to  accurately  and  justly  answer  that  question ;  but  it  can  be  obtained, 
and,  if  desired,  will  be  obtained. 

The  Chatbman.  All  right.   Proceed  with  the  chronology  ? 

Mr.  Babst.  All  the  events  whidi  I  have  heretofore  mentioned  as 
being  connected  with  the  Louisiana  purchase  preceded  my  coming  to 
Wasnin^n  in  answer  to  the  invitation  of  the  Louisiana  planters, 
which  did  not  take  place  until  October  22,  or  12  days  subsequent  to 
both  the  food  administration  notice  of  October  9  and  the  filing  of 
the  refiners'  contract  of  October  1  with  the  food  administration. 

On  October  22  I  came  to  Washin^n,  and  about  3  o'clock  in  the 
afternoon  of  that  daj,  at  the  invitation  of  the  Louisiana  committee, 
of  which  Judge  Millmg,  now  in  the  room,  is  chairman,  I  appeared  at 
the  offices  of  ttie  food  administration,  where  a  conference  was  being 
held,  and  which  was  presided  over  by  John  M.  Parker,  food  adminis- 
trator of  Louisiana.  In  the  course  of  that  afternoon  there  was  very 
general  discussion  about  a  ^eat  many  thinss,  including,  among  others, 
a  suggested  plan  of  averaging  the  sales  of  the  refined  sugar  over  the 

5 rices  of  the  raw  in  such  a  way  as  to  net  to  the  refiner  130  points,  but 
oing  it  gradually,  so  as  better  to  meet  the  market  conditions  as  they 
prevailed  at  that  time.    There  was  also  a  suggestion 

The  Chairman.  That  is,  they  were  not  to  add  130  points  to  begin 
with,  but  they  were  to  j^dually  work  to  and  beyond  that  point  ? 

Mr.  Babst.  So  that  it  would  come  out  on  the  average ;  that  was  con- 
sidered. 

The  Chatbman.  At  what  point  did  they  propose  to  stert? 

Mr.  Babst.  Do  you  wish  to  go  into  that  f 

The  Chairman.  Oh,  just  if  you  can  tell  me  briefly. 

Mr.  Babst.  It  requii^sd  elaborate  discussion,  but  the  purpose  that 
was  being  discussed,  and  which  was  rejected  afterwards  as  not  being 
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f Tactical  for  the  reasons  which  I  have  already  set  forth  under  these 
ood  decisions  and  contracts,  was  abandoned. 

There  also  was  discussed  at  this  saine  meeting  and  considered 
the  {)urpose  of  changing  the  distributive  territory  of  the  beet  sueet 
distributing  committee,  which  had  headquarters  at  Chicago,  in  omer 
to  make  a  more  equitable  and  fair  and  quick  distribution  of  Lonisi- 
ana  sugars  in  such  a  way  as  to  meet  the  sugar  pinch,  as  it  has  be^ 
spoken  of,  which  was  already  then  beginning  to  show  development 

The  Chairman.  The  beet  sugar  distributing  committee  ? 

Mr.  Babst.  At  Chicago.  This  plan  was  also  rejected  for  fear  it 
mi^ht  prove  impracticable  and  for  fear  it  might  be  misunderstood. 

The  next  morning  I  returned  to  the  committee  room  in  the  Food 
Administration  building,  and  after  having  thought  over  the  discus- 
sions of  the  previous  day,  although  I  had  taken  only  the  part  of  a 
spectator  in  them,  yet  I  felt  somewhat  disturbed  for  fear  they  mi^t 
be  given  an  interpretation  in  Louisiana  which  was  different  thui 
would  appear  on  their  face.  Therefore,  finding  a  stenographer  pres- 
ent, immediately  upon  the  convening  of  the  meeting  I  said  to  Mr. 
John  M.  Parker  that  I  desired  to  make  a  statement  at  once.  The 
statement  which  I  made  reads  as  follows 

The  Chairman.  Can  we  not  just  file  thatf 

Mr.  Babst.  I  should  like  very  much  to  read  it,  Mr.  Chairman,  as 
it  is  necessary  to  an  understanding,  if  you  are  to  ask  me  farther 
questions. 

The  Chairman.  All  right.    It  will  take  some  time,  I  judge. 

Mr.  Babst  (reading) : 

Mr.  Chairman,  in  view  of  the  character  of  the  dlscassion  yesterday  I  thiol 
it  very  important  that  I  should  state  Jost  why  we  are  here.  We  came  on  tbe 
request  of  Mr.  Rolph,  as  we  understood,  as  the  result  of  a  suggestion  made  by 
Mr.  Parker  to  Mr.  Rolph. 

The  Chairman.  By  the  way,  whom  do  you  mean  by  "  we  "  ? 

Mr.  Babst.  Myself;  Mr.  Joseph  E.  Freeman*  secretary  of  the 
American  Sugar  Refining  Co.;  Mr.  Ralph  S.  Stubbs,  general  mail' 
ager  of  the  American  Sugar  Refining  Co.,  all  of  whom  are  hen 
present  in  the  room;  and  Joseph  A.  Ball,  general  sales  manager  of 
the  American  Sugar  Refining  Co.,  who  is  not  here  in  the  room. 

The  Chairman.  Any  other  men  connected  with  your  company^ 

Mr.  Babst.  No  ;  those  are  all. 

The  Chairman.  Very  well. 

Mr.  Babst.  There  were  also  present  in  the  room^  in  addition  to 
Chairman  Parker  and  Mr.  Rolpn,  Judge  R.  E.  Milling,  who  is  here 
present  in  the  room,  and  Mr.  Eugene  A.  Pharr,  John  Marks,  J.  C 
Le  Bourgeois^  Ulvssee  Landry,  Joseph  B.  Chaffe,  and  Paul  Christian 
who  is  here  m  the  room,  the  first-named  being  a  committee  repre- 
senting Louisiana  cane  growers  and  raw-sugar  producers. 

The  Chairman.  Then  all  the  people  that  were  in  the  room  at  that 
time  were  either  the  Louisiana  sugar  people  or  the  people  of  your 
coinpany? 

Mr.  6ab8t.  And  the  food  administrator  of  Louisiana  and  Mr. 
Gteorge  M.  Rolph,  head  of  the  sugar  division  of  the  Food  Admiius- 
tration,  and  possibly  other  representatives  of  the  Food  Admin- 
istration. 

The  Chairman.  Proceed. 
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Mr.  Babst.  I  will  start  again  [reading] : 

BXHIBIT  No.  50. 

Mr.  Chairman :  In  view  of  the  character  of  the  discussion  yesterday  I  think 
U  Tery  Important  that  I  should  state  Just  why  we  are  here.  We  came  on  the 
request  of  Mr.  Rolph,  as  we  understood,  as  the  result  of  a  suggestion  made  by 
Mr.  Parker  to  Mr.  Rolph.  We  have  not  been  present  at  any  conferences  which 
have  been  held  on  this  subject,  except  the  one  in  this  room  yesterday.  Neither 
have  we  been  informed  as  to  the  proceedings  in  any  other  conferences  which 
may  have  been  held.  We  wish  It  understood  that  the  American  Sugar  Refining 
Co.  is  not  only  ready,  but  is  anxious  to  purchase  at  least  100,000  tons  of 
Louisiana  raw  sugar  for  delivery  in  the  months  of  November  and  December, 
at  whatever  price  the  Government  will  permit  us  to  pay,  and  which  would 
enable  us  to  refine  and  distribute  that  sugar  on  a  competitive  basis — of  course, 
without  loss.  In  other  words,  our  desire  is  to  purchase  at  least  the  equivalent 
of  $12,000,000  worth  of  raw  sugar  at  this  time.  If  you  men  are  prepared  to 
make  the  offer,  and  have  the  power  to  sell,  we  are  here  ready  to  accept  the 
offer  with  the  power  to  buy. 

In  explanation  of  our  anxiety  to  make  such  a  large  purchase  I  desire  it  to 
be  understood  and  known  that  four  out  of  our  six  refineries  are  absolutely  closed 
to-day  by  reason  of  the  lack  of  raw  sugar  supplies — the  refinery  at  New  Orleans, 
at  Brooklyn,  and  two  at  Philadelphia.  A  fifth  refinery  will  be  closed  probably 
during  thia  current  week  for  the  same  reason. 

That  situation  Is  one  not  only  true  of  the  American  Sugar  Refining  Ck).,  but 
Is  true  of  practically  all  the  remaining  refining  industries  of  this  country. 
To-day  the  refineries  belonging  to  the  Warner,  Federal,  Arbuckle,  and  Savannah 
Sugar  Refining  companies  are  closed.  I  know  that  with  the  exception  of  the 
four  refineries  that  have  Hawaiian  '*  raws,'*  all  the  remaining  refineries  are 
about  to  be  closed. 

This  means  that  we,  as  refiners,  are  to-day  carrying  on  our  pay  roll  at  New 
Orleans  and  at  these  other  refining  points  our  employees  and  organization,  with 
the  prospect  of  having  to  carry  them  until  the  first  day  of  January  at  large 
expense  of  millions  of  dollars,  or  else  of  disbanding  those  organizations  and 
throwing  those  men  and  their  dependents  upon  their  own  resources. 

I  mention  this  as  showing,  and  as  an  earnest  of,  our  sincere  desire  to  buy 
Louisiana  raw  sugar  at  this  time  at  any  price  which  the  (Government  will 
permit  us  to  pay,  refining  half  of  it  in  New  Orleans  and  moving  the  other  half 
of  It  to  northern  refineries,  and  refining  and  distributing  it  on  a  competitive 
basis  at  any  price  which  will  show  no  loss  to  us. 

We,  as  a  company,  have  had  for  weeks  a  tonnage  under  option  to  move  this 
Louisiana  sugar,  and  we  are  prepared  with  the  cargo  vessels  to  move  the 
nigar  north,  providing,  of  course,  we  have  the  support  of  the  Government,  as 
we  look  forward  to  having  it  in  the  event  that  a  price  can  be  agreed  upon 
between  Louisiana  and  the  €k>vernment,  which  would  ke^  those  particular 
vessels  which  we  have  under  charter  in  the  coastwise  trade. 

Now,  this  situation  as  to  the  refiners  themselves  is  merely  preliminary  to  a 
farther  development  of  the  sugar  situation.  We  sell  refined  sugar  to  80  different 
lines  of  manufactures.  A  lot  of  these  lines  of  manufacture  are  going  to  be 
affected  by  this  lack  of  raw  sugar  and  by  the  closing  of  these  refineries.  It 
means,  in  a  progressive  procession,  the  closing  down  of  hundreds  of  con- 
fectionery, preserving,  and  other  lines  of  industry  included  in  these  80  lines 
that  I  have  mentioned.  The  closing  down  means  the  throwing  out  of  employ- 
ment  of  tens  of  thousands  of  people.  I  possibly  am  not  exaggerating  when  I 
look  forward  to  seeing  at  least  a  half  million  people,  in  the  course  of  the 
next  two  months,  deprived  of  their  livelihood  by  the  developments  in  this  sugar 
situation,  unless  relieved. 

I  have  my  own  reasons,  or,  rather,  I  have  my  own  opinion,  and  I  have  ex- 
pressed it  publicly  a  great  many  times  as  to  what  has  caused  this  situation. 
As  you  know,  I  am  on  record  since  the  20th  day  of  June  and  have  continued 
to  reiterate  it  ever  since  that  day,  not  only  in  the  public  press,  but  with  all  the 
Government  officials  from  the  highest  in  the  land  down  to  those  that  have  in 
charge  at  the  present  time  the  administration  of  this  Food-Ck)ntrol  bill. 

This  company,  and  I  mean  by  that  the  American  Sugar  Refining  Ck).,  is  now 
onder  Government  control,  as  are  all  the  other  sugar  refineries  in  the  country. 
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I  wish  It  distinctly  understood  that  neither  this  company  nor  any  of  its  offices 
have  ever  had  anything  to  do,  nor  were  ever  consulted,  in  the  fixing  of  the 
beet  price  of  seven  and  a  quarter,  which  has  now  become  the  basic  price  for  the 
United  States. 

Now,  inasmuch  as  this  question  of  price  is  a  matter  entirely  between  the 
Government  and  Louisiana,  and  we  are  here  as  a  buyer,  and  an  anxious  boyn. 
under  Government  control  I  deem  it  advisable  for  us  to  withdraw  from  this 
conference  until  a  price  basis  has  been  established,  so  that  our  presence  here 
in  no  way  can  be  considered  in  Louisiana,  either  by  their  business  men  or  thetr 
State  ofilcials,  nor  by  the  planters  themselves,  as  having  anything  whatever 
to  do  with  this  matter  of  price.  We  have  nothing  to  do  with  it  now.  We  have 
had  nothing  whatever  to  do  with  it  in  the  past 

At  that  time  they  pressed  me  to  stay,  especially  the  chairman,  Mr.  Parker,  to 
which  I  replied: 

'*  Still,  Mr.  Parker,  while  I  have  come  at  your  invitation,  as  I  always  should 
and  always  will,  yet,  with  a  discussion  developing  here  which  might  entangle 
us  in  a  misunderstanding  with  Louisiana,  especially  as  the  conference  now 
shows  a  development  toward  the  matter  of  price  to  be  paid,  I  think  it  is  fair, 
and  only  fair  to  ourselves,  in  order  to  avoid  any  misunderstanding  whatever  1e 
a  situation  which  we  have  tried  so  hard  to  straighten  out,  that  we  should  be 
excused  from  this  conference  until  this  matter  of  a  basis  of  price  has  been  es- 
tabUshed." 

Mr.  Babst.  Immediately  upon  dictating  that  statement  I  passed 
over  to  the  stenographer  wno  was  taldng  it  and  asked  him  to  hand  me 
a  copy.  That  copy  of  the  statement  of  October  23  was  placed  in  the 
American  Sugar  Bulletin  in  full,  exactly  as  I  have  read  it,  on 
October  26,  1917,  three  days  following,  and  sent  not  only  to  all  the 
Louisiana  planters  but  to  6,000  leaaing  business  men  and  State 
officials  of  the  State  of  Louisiana,  and  to  more  than  6,000  customers 
of  the  American  Sugar  Refining  Co.  throughout  the  country. 

The  Chairman.  That  is  to  say,  the  statement  was  printed  three 
days  after  you  made  it ! 

Mr.  Babst.  In  the  bulletin,  and  distributed  as  I  have  described. 

The  Chairman.  Three  days  afterwards.  Now,  you  were  going  on 
with  your  chronolo^. 

Mr.  Babst.  Yes;  I  will  go  on. 

The  Chairman.  You  retired  from  the  room? 

Mr.  Babst.  I  did. 

The  Chairman.  Who  else  retired  from  the  room  with  you? 

Mr.  Babst.  All  of  the  men  of  the  American  Sugar  Refining  Co. 
who  were  with  me  and  whom  I  have  named. 

The  Chairman.  And  that  left  in  the  room  Mr.  Rolph  and  the 
representatives  of  the  cane  producers  of  Louisiana  ? 

Mr.  Babst.  And  any  other  members  of  the  Food  Administration, 
whose  names  I  do  not  know. 

The  Chairman.  Were  there  any  there  that  you  know  of? 

Mr.  Babst.  There  were,  but  I  do  not  recall,  except  that  they  were 
not  negotiating. 

The  Chairman.  Let  us  have  the  next  step  in  the  chronology.  You 
went  into  the  next  room  at  that  time? 

Mr.  Babst.  No  ;  I  did  not.  I  left  the  building  and  returned  to  the 
hotel  with  my  associates. 

The  Chairman.  What  hotel? 

Mr,  Babst.  The  Willard  Hotel  in  Washington.  I  went  there  with 
myassociates  and  was  called  upon  in  the  early  afternoon. 

The  Chairman.  Of  the  same  day? 

Mr.  Babst.  Of  the  same  day.  I  was  called  upon  by  the  entire  com- 
mittees from  Louisiana. 
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The  Chatbman.  About  how  long  was  it  after  you  left  the  room 
until  the  Louisiana  people  arrived  at  your  hotel ! 

Mr.  BAB9r.  Four  or  nve  hours.  That  call  from  the  Louisiana  com- 
mittee at  the  hotel  resulted  in  all  of  our  party  accompanying  the 
Louisiana  committee  in  return  to  the  committee  room  of  the  Pood 
Administration. 

The  Chairman.  On  the  saine  day! 

Mr.  Babst.  On  the  same  day. 

The  Chairman.  How  much  time  did  they  spend  with  you  in  your 
room  before  you  went  back? 

Mr.  Babst.  Possibly  half  an  hour,  I  should  say,  but  I  do  not 
remember. 

The  Chairman.  They  just  came  down  and  escorted  you  back? 

Mr.  Babst.  They  came  down  and  discussed  several  matters  and 
escorted  me  back. 

The  Chairman.  What  did  they  discuss  with  you) 

Mr.  Babst.  The  exact  details  were  unimportant.  I  have  no  accu- 
rate recollection  of  it. 

The  Chairman.  What  was  the  talk  about  at  this  time,  except 
price  t 

Mr.  Babst.  The  price  at  that  time  had  not  been  determined  upon. 
They  were  still  concerned  with  other  details  of  the  transaction,  wnich 
Judge  Milling  will  have  to  explain. 

The  Chairman.  There  was  not  a  word  said  about  the  price  the 
whole  afternoon  by  any  of  these  men  who  were  about  to  sell  you 
$12,000,000  worth  of  stuff?  Although  the  representatives  of  the 
sellers  and  you,  who  were  a  prospective  bu^er,  were  together  in  the 
room  for  half  an  hour,  there  was  not  one  single  word  spoken  about 
the  nrice,  was  there  ? 

Mr.  Babst.  That  is  true.  They  had  an  idea  about  the  conferences 
of  the  morning  up  there  which  I  did  not  think  was  accurate  and  I 
desired  to  know  definitely  just  how  far  they  had  gotten. 

The  Chairman.  What  was  that  idea?  That  is  rather  vague  and 
mdefinite  and  uncertain  to  us.   TeU  us  what  that  idea  was. 

Mr.  Babst.  That  related  to  the  question  of  frei^t. 

The  Chairscan.  Of  freight? 

Mr.  Babst.  Absolutely,  it  is  inaccurate  in  my  recollection. 

The  Chairman.  How  did  you  come  to  be  talking  about  freight, 
unless  you  were  doing  it  in  connection  with  the  price  1 

Mr.  Babst.  Mr.  Stubbs^  who  was  present  at  that  conference,  has 
now  reminded  me,  in  confirmation  of  what  I  have  alreadv  said,  that 
thev  had  some  plan  that  seemed  to  me  quite  indefinite  and  uncertain, 
ana  that  I  wisned  to  know  exactly  what  it  was  before  I  even  gave 
the  matter  consideration. 

The  Chairman.  What  plan? 

Mr.  BABffr.  Mr.  Stubbs  says  the  plan  which  they  came  with  related 
somewhat  to  tollage  of  these  raw  su^rs,  as  well  as  to  territories  to 
which  they  should  go.  Judge  Milhng  is  here,  and  a  question  to 
him  would  clear  that  up  if  you  desire  to  put  it 

The  Chairman.  Tollage  had  something  to  do  with  the  price  of 
suffars,  did  it  not? 

Mr.  Babst.  Not  at  all.  If  it  was  tollage,  that  would  be  the  very 
thing  which  would  have  no  relation  to  price. 
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The  Chaxbman.  That  is,  they  were  talking  to  you  about  r^ning 
sugars  on  toll  ? 

Mr.  Babst.  Yes;  that  is  my  best  recollection. 

The  Chairman.  And  you  declined  to  do  that? 

Mr.  Babst.  I  always  have  declined  to  do  it,  and  if  that  was  the 
proposition  I  most  certainly  did. 

The  Chairman.  You  do  not  remember  about  it? 

Mr.  Babst.  Not  those  20  minutes,  because  the  statement  wis  so 
ha^  that  I  insisted  on  goin^  back  and  getting  it  dear. 

The  Chairman.  Where  did  you  go  wnen  you  went  back? 

Mr.  Babst.  To  the  food  administration,  and  very  shortly  there- 
after Senator  Broussard,  of  Louisiana,  and  a  member  of  tnis  com- 
mittee,  joined  the  Louisiana  committee  and  possibly  was  present  in 
the  room  when  we  arrived  there. 

The  Chairman.  What  took  place  when  you  cot  there? 

Mr.  Babst.  In  any  event  the  proposal  whicn  they  had  made  was 
brought  out,  and  Mr.  Bolph 

The  Chairman.  What  proposal? 

Mr.  Babst.  In  regard  to  toll;  that  was  the  proposal.  In  an? 
event,  Mr.  Bolph  said  that  was  not  the  matter  at  all.  whereupon  Mr. 
John  M.  Parker  put  his  fist  down  on  the  table,  ana  he  said  to  Mr. 
Bolph,  "Now,  then,  let  us,  you  and  I^  go  up  and  see  Mr.  Hoover 
and  definitely  decide  just  what  this  thms  is  goin^  to  be.''  Where- 
upon they  left  the  room  and  were  gone  tor  a  considerable  time  and 
returned,  and  I  remember  I  stood  chatting  with  the  Louisiana  men 
in  the  hall,  including  Senator  Broussard,  when  Mr.  Parker  returned, 
and  he  said,  "  Well^he  whole  thing  is  settled ;  it  is  6.35." 

The  Chairman.  That  was  settled  between  Mr.  Hoover 

Mr.  Babst.  And  John  M.  Parker. 

The  Chairman.  And  Mr.  Bolph? 

Mr.  Babst.  Exactly ;  and  my  recollection  is  that  no  other  member 
of  the  Louisiana  committee  went  but  those  two^  men,  Mr.  Parker 

Soing  as  the  representative  of  the  Louisiana  committee.  Am  I  right, 
udge  Milling  t 

Mr.  Milling.  I  suppose  so,  Mr.  Babst.  He  went  at  least  for  the 
purpose  of  seeing  if  we  agreed  to  the  6.35. 

The  Chairman.  Very  well.  They  came  back  and  said  it  was  6.85. 
About  what  time  in  the  day  was  that  when  they  got  back? 

Mr.  Babst.  I  ^ould  imagine  that  was  half  past  4-4)etwe6n  4 
and  5. 

The  Chairman.  Then  what  took  place? 

Mr.  Babst.  Then  a  long  discussion  took  place  about  the  mat- 
ter of  arranging  freight,  and  a  great  many  different  proi>ositions 
were  presented. 

The  Chairman.  What  do  you  mean  by  arranging  freight — about 
who  was  to  pay  the  freight  or  about  how  the  transportation  was  to 
be  obtained? 

Mr.  Babst.  Who  was  to  pay  the  freight  on  the  sugar  whidi  was 
to  be  moved  from  Louisiana  to  the  north  Atlantic  ports. 

The  Chairman.  Who  took  part  in  that  discussion  ? 

Mr.  Babst.  Everybody  in  the  room. 

The  Chairman.  Including  yourself? 

Mr.  Babst.  Including  myself. 
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The  Chairman.  So  that  you  did  discuss  with  these  ^ntlemen  the 
question  of  who  was  to  pay  the  freight  to  north  Atlantic  seaports  t 

Mr.  Babst.  Certainly. 

The  Chairman.  And  that  had  something  to  do  with  the  net  price 
to  you,  did  it  not? 

Mr.  Babst.  Not  at  all,  because  the  matter  of  freight 

The  Chairman.  Why  were  you  discussing  it  if  it  did  not  make 
any  difference? 

Mr.  Babst.  Because  somebody  had  to  pay  the  freight  on  the 
sugar  moyed.  Ordinarily  the  seller  pays  the  freight  on  his  own  com- 
modities to  market.  In  this  case  the  Louisiana  planters  wanted  us 
to  pay  the  freight,  and  we  finally  agreed  to  pay  all  oyer  25  cents  a 
hundred  on  it. 

The  Chairman.  If  it  did  not  make  any  difference  to  you,  why 
were  you  not  just  generous  that  day  to  tJiese  old  customers  of  yours 
and  say  that  you  would  pay  it  ? 

Mr.  Babst.  We  were  generous  at  a  later  date. 

The  Chairman.  After  Mr.  Spreckels  got  into  the  game? 

Mr.  Babst.  No,  sir.  Mr.  Spreckels  had  nothing  whateyer  to  do 
with  our  increasing  our  price  to  the  Louisiana  planter  from  6.22^ 
to  6.35,  because  at  the  time  we  increased  that  price  the  indiyidual 
contracts  with  the  planters  had  already  been  made. 

The  Chairman.  All  of  them? 

Mr.  Babst.  All  of  them,  and  entered  into,  and  that  increase  did 
not  take  place  until  Noyember  14,  1917. 

The  Chairman.  We  are  getting  a  little  away  from  the  chronolo^, 
and  I  want  to  stick  to  it,  because  I  want  to  get  this  in  order.  You 
had  some  discussion  about  the  matter  of  freights  on  that  same  day. 
TTien  what  took  place? 

Mr.  Babst.  The  committee,  after  the  discussions  which  were  had 
at  the  Food  Administration,  came  to  my  rooms  at  the  New  Willard 
Hotel  that  night. 

The  Chairman.  How  long  was  that  after  you  had  separated  at 
the  Hotel  Grordon? 

Mr.  Babst.  About  two  hours,  I  should  judge. 

The  Chairman.  So  the  Louisiana  comnuttee  came  to  your  rooms 
at  the  Willard  Hotel  that  same  night? 

Mr.  Babst.  They  did. 

The  Chairman.  What  took  place  there?. 

Mr.  Babst.  The  details  of  the  negotiations  were  yery  generally 
considered  and  attempts  were  started  to  settle  yarious  points  which 
would  enter  into  such  a  large  transaction.  How  fully  do  you  wish 
me  to  go  into  that? 

The  Chairman.  How  did  you  come  to  be  settling  details?  Had 
you  agreed,  then,  to  take  the  sugar,  which  they  agreed  to  sell  to  you? 

Mr.  Babst.  I  neyer  considered  there  was  any  enforceable  agreement 
or  any  contract  as  such  made  with  the  Louisiana  planters  in  the  city 
of  Waslungton. 

The  Chairman.  What  did  happen?  They  did  come  to  your 
rooms  and  you  had  these  discussions.  Was  tliere  an  understanding 
that  you  were  to  take  this  crop  at  this  time? 

Mr.  Babst.  There  was  no  understanding  about  the  crop. 


288  SHOBTAOE  OF  8U0AB. 

* 

The  Chairman.  What  had  been  said  about  how  much  sugar  you 
would  take — 100,000  tons,  I  think  you  said  ? 

Mr.  Babst.  What  was  said  was  in  the  statement  that  I  have 
already  read. 

The  Chaibman.  That  was  in  the  statement.  These  gentlemen 
came  down  to  see  you.  There  was  something  said  in  some  way  or 
other  about  whether  they  were  going  to  give  you  this  sugar! 

Mr.  Babst.  The  transaction  was  discussed  all  that  night  and  all 
of  the  next  day  and  until  10  o'clock  of  that  night.  There  was  not 
five  minutes  of  those  hours  when  there  was  not  discussion,  but  all  of 
the  discussions  were  reduced  into  the  form  of  the  two  papers,  and  a 
third  paper,  which  I  shall  obtain  in  a  moment,  which  I  have  already 
handed  to  you  and  which  I  hand  to  you  again. 

The  Chairman.  Which  is  the  first  of  these  statements? 

Mr.  Babst.  The  third  statement  is  here  now. 

The  Chairman.  What  arrangement  was  made  with  reference  U' 
the  amount  of  these  sugars  that  it  was  proposed  to  ^ve  yout 

Mr.  Babst.  The  whole  arrangement  is  contained  in  those  three 
papers,  and  there  would  be  no  shorter  way  to  get  at  it  than  to  read 
the  three  papers. 

The  Chairman.  Which  would  come  in  order  first  ? 

Mr.  Babst.  Shall  I  read  them  to  you ! 

The  Chairman.  I  would  like  to  have  you  tell  me  which  comes  first. 

Mr.  Babst.  Then  I  should  read  the  letter  of  tiie  Louisiana  cane 
growers  and  raw-sugar  producers  of  October  26,  which  went  to  all 
of  the  planters  of  Louisiana. 

Hie  Chairman.  The  one  of  October  26,  which  is  signed  by  Mr. 
Pharr,  Mr.  Milling,  and  others? 

Mr.  Babst.  Yes. 

The  Chairman.  Let  me  read  it,  because  in  that  wa^  I  will  get  its 
contents  better.  I  see  that  it  is  addressed  to  ^  Dear  sir.''  Who  was 
the  dear  sir  ? 

Mr.  Babst.  Everyplanter  in  the  State. 

The  Chairman.  Was  it  intended  to  be  addressed  to  all  the  planters 
of  Louisiana  ? 

Mr.  Babst.  We  stipulated  that  it  should  be  so  addressed. 
.  The  Chairman.  Tnat  letter  is  as  follows  [reading]  : 

Exhibit  No.  51. 

OOMMITTEE   REPBESBNTXNO   LOUISIANA   GaNS   GBOWERS 

AND  Raw  Suoab  Pboduckhs, 
New  Orleans,  October  $6,  1917. 

Deab  Sib:  The  undersigned  committee,  representing  the  cane  growers  and 
raw-sngar  producers  of  Louisiana,  on  October  22  and  23  appeared  before  Mr. 
Herbert  Hoover,  United  States  food  administrator,  and  Mr.  George  M,  Rolph. 
head  of  the  sugar  division  of  the  United  States  Food  Administration,  and  Hod. 
John  M.  Parker,  food  administrator  of  the  State  of  Louisiana.  Throufch  the 
active  cooperation  of  Mr.  Parker  with  the  United  States  food  administrator, 
the  latter  has  named  6.35  as  a  price  for  96  per  cent  test  raw  sugar  at  New 
Orleans  and  seaboard  reftLlng  points  for  the  purpose  of  adjusting  the  prevail- 
ing price  for  raw  sugar  with  that  which  will  be  in  force  by  the  arrival  of  the 
new  Cuban  crop.  While  acceptance  of  the  price  named  involves  some  conces- 
sion on  our  part,  we  deem  that  in  view  of  other  sugar  prices  which  have  been 
established  we  should  patriotically  meet  the  views  of  the  food  administrator. 

As  you  know,  all  United  States  refiners  are  under  voluntary  contract  with 
the  food  administrator  to  sell  their  refined  product  at  not  to  exceed  a  maxtmum 
margin  agreed  upon,  and  rules  and  regulations  have  been  promulgated  by  the 
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United  States  Food  Administration  placing  the  entire  sugar  industry  under  the 
control  of  the  GoYemment 

We  deemed  It,  therefore,  advisable  to  request  the  president  of  the  American 
Sugar  Refining  Go.  to  meet  us  In  Washington  at  that  time,  so  that  If  a  satisfac- 
tory price  were  named  by  the  food  administrator  a  contract  of  purchase  and 
sale  might  be  arranged  without  further  delay.  In  response  to  this  request  Mr. 
Babst  appeared  and  stated  to  the  United  States  Food  Administration  that  he 
would  purchase  Louisiana  raw  sugars  at  any  price  named  by  it,  or  at  which  he 
would  be  permitted  to  buy,  which  statement  we  believe  made  possible  the  final 
adjustment. 

As  a  result  of  the  negotiations  we  have  secured  from  the  American  Sugar 
Refining  Go.  an  offer  to  purchase  at  a  price  named  100,000  tons  of  Louisiana 
96  per  cent  test  raw  sugar,  60,000  tons  to  be  delivered  in  New  Orleans  and 
50,000  tons  to  be  delivered  at  northern  refineries  of  the  American  Sugar  Refining 
Ck).,  on  which  amount  sellers  will  pay  25  cents  per  100  pounds  toward  the 
freight  north.  The  opportunity  to  sell  Is  to  be  available  to  all  producers  of 
Louisiana  raw  sugar,  and  all  purchases  are  to  be  under  the  supervision  of  an 
allotment  conunittee.  This  will  yield  a  net  price  of  6.22}  cents  on  every  pound 
of  sugar  delivered  under  this  contract. 

The  committee  urge  the  Importance  of  early  delivery  as  absolutely  necessary 
in  order  to  fit  in  with  the  ships  secured  through  the  assistance  of  the  Federal 
Government. 

If  you  desire  to  avail  yourself  of  the  opportunity  of  disposing  of  raw  sugar 
produced  by  you  for  the  season  of  1917-18,  you  will  please  make  your  tender  on 
the  form  inclosed,  either  direct  to  the  American  Sugar  Refining  Go.,  132  North 
Peters  Street,  New  Orleans,  or  to  Mr.  J.  0.  Le  Bourgeois,  chairman  of  the  allot- 
ment committee,  Hlbernla  Bank  Building,  New  Orleans,  La. 

We  strongly  recommend  its  acceptance  by  you,  notwithstanding  any  views 
you  may  have  as  to  the  conditions  likely  to  prevail  were  the  sugar  market  free 
from  Government  control  and  not  under  war  conditions.  We  believe  that  the 
Ixrolslana  sugar  industry  in  this  national  crisis  should  meet  the  views  of  the 
United  States  Food  Administration. 
Yours,  very  truly, 

R.  B.  MnuNO,  Chairman, 
B.  A.  Phabb, 
John  Mabks, 
J.  G.  Le  Boubgsois, 
Ultsses  Landbt, 
OommUtee  represetiiing  LouiHana  Cane 

Orotoers  and  Raw  Sugar  ProduoerM. 

J.  B.  Ohavte,  Secretary, 

Mr.  Babst.  In  the  same  envelope  went  a  letter  from  the  American 
Sugar  Refining  Co.,  mider  the  same  date,  October  26, 1917.  Shall  I 
read  that! 

The  Chairman.  Yon  may  read  it. 

Mr.  Babst  (reading) : 

BxHiBiT  No.  52. 

The  AiCEBicAN  Sugab  Refiniito  Go., 

182  NoBTH  Petebs  Stbeet, 
New  Orleans,  La.,  October  26, 1917. 

Dbab  Sib:  We  Inclose  herewith  a  letter  from  a  committee  representing  the 
cane  growers  and  raw-sugar  producers  of  Louisiana,  stating  the  terms  of  pur^ 
chase  of  100,000  tons  of  96  per  cent  test  sugar  from  Louisiana  planters. 

The  price  stated  Is  one  named  at  a  conference  between  Mr.  Herbert  Hoover, 
the  United  States  food  administrator;  Mr.  George  M.  Rolph,  the  head  of  the 
sugar  division  of  the  United  States  Food  Administration;  and  Hon.  John  M. 
Parker,  State  food  administrator  of  Louisiana. 

As  a  Louisiana  planter  you  have,  by  the  conditions  of  our  offer,  the  privilege 
of  participating  ratably. 

A  copy  of  a  contract  is  herewith  inclosed,  showing  the  terms  and  conditions 
of  sale  which  embody  the  trade  regulations  previously  agreed  upon  between 
this  company  and  the  Austrian  Cane  Growers'  Association. 

If  you  desire  to  tender  any  sugar,  please  advise  us  upon  the  inclosed  form 
on  or  before  November  3,  1917,  of  the  amount  which  you  wish  to  sell.    If  the 
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tenders  shall  exceed  100,000  tons,  the  American  Sugar  Refining  Go.  to  to  bave 
the  option  of  purchasing  on  the  same  terms  any  surplus,  such  option  to  be  exer- 
cised at  once ;  otherwise  offerings  will  be  reduced  pro  rata,  baaed  upon  tenders 
made,  but  no  tender  will  be  accepted  for  an  amount  in  excess  of  the  ailotment 
committee's  estimate  of  production. 

The  allotments  will  be  made  after  November  S,  1917,  by  majority  vote  of  as 
allotment  committee,  composed  of  Messrs.  J.  G.  Le  Bourgeois,  Charles  God> 
chaux,  E.  A.  Rainold,  E.  A.  Burguieres,  and  J.  0.  Pierson,  and  their  allotments 
are  to  be  final  and  binding  upon  all  parties. 

In  designating  the  amount  which  you  wtoh  to  tender  please  also  state  the 
number  of  tons  of  cane  which  you  reasonably  expect  to  grind  and  the  total 
amount  of  expected  production,  in  order  to  aid  the  allotment  oommittee  in 
making  such  allotments. 

The  privilege  of  participating  in  the  offering  is  personal  and  not  aasignabie 
and  will  terminate  If  not  exercised  on  or  before  November  3,  1917,  at  12  o'clock 
noon. 

Should  you  make  a  tender  by  the  time  named,  a  contract  for  the  amount 
allotted  to  you,  similar  in  form  to  the  one  inclosed,  will  be  sent  you  for  prompt 
execution. 

If  you  desire  to  participate  in  this  offering  and  have  shipments  in  transit 
or  shipments  which  are  made  prior  to  apportionment  of  the  tonnage  by  the 
allotment  committee,  such  shipments  will  be  accepted  by  the  allotment  coxd- 
mittee  as  part  of  your  tender. 
Yours,  respectfully. 

The  American   Sugab  Rsfuvinq  Ck>., 
John  McFetbidge,  Superintendent, 

Mr.  Babst.  Accompany  this  letter  which  I  have  just  read  was  the 
following  tender.  Following  the  tender  is  the  contract,  which  is 
printed  on  the  back  of  the  tender : 

Exhibit  No.  58. 
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The  AifEBicAN  Sugab  Refining  Go., 

New  (Means,  La,: 

We  hereby  tender  and  offer  for  sale  to  you tons  of  2,000  pounds  each 

of  96  per  cent  test  sugar,  to  be  made  on  plantation,  Louisiana,  crop 

season  of  1917-18,  at  a  price  and  on  the  terms  and  conditions  set  forth  In  the 
annexed  form  of  contract 

This  tender  shall  be  binding  for  any  part  of  said  amount  of  tone 

which  shall  be  allotted  to  us  by  Messrs.  J.  C.  Le  Bourgeois,  Charles  Godchaux 
E.  A.  Rainold,  E.  A.  Burguieres,  and  J.  0.  Pierson,  in  accordance  with  year 
letter  to  us  dated  October  26,  1917. 

We  agree  to  execute  a  contract  with  you  for  the  sale  of  said  amount  of  sugar 
or  such  part  thereof  as  may  be  allotted  to  us  for  the  price  and  on  the  tenur 
and  conditions  set  forth  in  said  annexed  form  of  contract. 

We  reasonably  expect  to  grind tons  of  cane  In  said  crop  season  ai 

1917-18,  and  estimate  our  probable  total  production  of  sugar  at  ton? 

of  2,000  pounds  each. 

Louisiana  raw-sugar  contract. 

Parties:  This  agreement,   made   1917,   between   

party  of  the  first  part,  hereinafter  called  the  seller,  and  the  American  Sugar 
Refining  Co..  a  New  Jersey  corporation,  party  of  the  second  part,  hereinafter 
called  the  buyer,  witnesseth: 

First  Agreement  for  sale:  The  seller  bargains  and  sells  and  agrees  to 
deliver  to  the  buyer,  and  the  buyer  agrees  to  purchase  and  receive  for  the  price 

and  upon  the  conditions  hereinafter  named, tons  of  saw  sugar,  to  be 

made  In  the  season  1917-18  at factory,  Louisiana. 

Second.  Delivery:  The  buyer  agrees  to  accept  the  amount  of  sugar  herein 
consigned  to  it  at  Chalmette,  La.,  unless  it  otherwise  directs,  either  by  water 
or  by   rail,   at   seller's   option,   for   delivery    to  the  buyer   at   New   Orleans, 
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Cbalmette»  Beflnery,  or  on  docks  at  Algiers  or  Gretna,  La.,  as  elected  by  the 

l^nyer. 

ThinL  Routing:  The  buyer  shall  have  the  right  to  direct  the  routing  of  the 
fogar  hereby  purchased  from  plantation  to  any  one  of  buyer's  northern  re- 
fineries, or  other  destination,  all  rail,  or  by  rail  and  water,  in  which  event 
\myer  shall  be  allowed  the  freight  equivalent  from  plantation  to  New  Orleans, 
In  Addition  to  the  payment  for  freight  stated  in  paragraph  7. 

Fourth.  Shipments:  Shipments  are  to  be  made  promptly  and  as  fast  as  the 
nigar  is  made,  in  the  following  periods  and  proportions : 

To  Novemb^  15,  25  per  cent  or,  at  seller's  option,  more. 

No?ember  16  to  30  80  per  cent  or,  at  seller's  option,  more. 

December  1  to  December  15  80  per  cent  or,  at  seller's  option,  more. 

December  16  to  January  1  any  balance  due  under  this  contract 

Fifth.  Sampling  and  testing:  All  sugars  shall  be  sampled  in  the  usual  man- 
oer  by  the  buyer  and  seller ;  six  sealed  bottles  shall  be  put  up  Jointly ;  the 
Binples  shall  be  tested  by  diemists  representing  buyer  and  seller,  and  the 
iTerage  test  taken  for  settlement  unless  the  said  tests  differ  over  three-tenths 
3f  a  degree,  in  which  event  a  retest  shall  be  made  by  both  chemists.  Should 
the  diiference  of  over  three-tenths  reappear,  a  sample  shall  be  tested  by  a 
Qiird  chemist,  to  be  agreed  upon  by  the  parties  hereto,  and  the  average  of  the 
two  nearest  of  these  three  tests  shall  govern.  (Testing  to  be  made  in  a  tem- 
perature as  near  as  possible  68i*  F.) 

In  the  event  that  the  buyer  exercises  its  option  to  ship  from  plantation  to  a 
lorthem  refinery,  unless  oUierwise  agreed,  the  weighing  shall  be  done  at  planta- 
tion by  a  public  weigher,  and  the  sampling  and  testing,  at  the  option  of  the 
lRt.ver  shall  be  done  at  its  expense,  either  at  plantation  or  at  New  Orleans. 

Sixth.  Delivery  date :  Delivery  for  sugar  in  cars  shall  be  the  day  of  arrival, 
tt  shown  by  the  railroad  records,  within  the  New  Orleans  switching  district 
rhis  district  is  defined  as  follows: 

Shipments  via  Southern  Pacific  Lines,  Illinois  Central  Railroad,  Yazoo  & 
Ml<sis5sippi  Valley  Railroad,  New  Orleans,  Texas  &  Mexico  Railway — ^Har- 
rlman.  La. 

Shipments  via  Louisiana  Railway  &  Navigation  Co. — Shrewsbury,  La. 

Shipments  via  Texas  &  Pacific  Railway  Co. — Qouldsboro,  La. 

Shipments  via  New  Orleans,  Southern  &  Grand  Isle  Railway — ^Algiers,  La. 

Shipments  via  Southern  Pacific  Lines  diverted  to  Algiers  docks  prior  to 
UTlTal  at  Harrahan — ^Algiers,  La. 

Delivery  for  sugar  delivered  by  barge  or  boat  shall  be  the  arrival  alongside 
Qtt  buyer's  wharf  at  Chalmette,  or  at  docks  at  Algiers,  as  buyer  directs. 

Delivery  for  shipments  made  direct  to  a  northern  refinery  shall  be  considered 
tt  five  days  from  the  date  of  shipment  as  shown  by  the  bill  of  lading. 

Seventh.  The  buyer  agrees  to  pay  to  the  seller  $6.85  per  100  pounds,  basis 
K*  test  The  seller  agrees  that  on  a  tonnage  equal  to  one-half  the  sugar 
I9ld  he  will  pay  to  the  buyer  25  cents  per  100  pounds,  said  latter  payment 
to  cover  the  cost  of  transportation  by  the  buyer  of  a  like  amount  of  sugar 
^pped  to  northern  r^nerles. 

Eighth.  Deductions  and  additions:  Settlement  on  each  shipment  to  be  made 
on  the  final  test  with  the  allowance  of  0.05  cents  per  pound  for  each  degree 
itnre  the  selling  basis  up  to  96°  and  0.09  per  pound  down  for  each  degree 
beiow  the  selling  basis  down  to  94*,  fractions  in  proportion.  Any  marlcs  below 
M*  test,  0.11  cents  per  pound  per  degree  down. 

Ninth.  Tare:  It  is  agreed  that  the  tare  for  a  regular  29  by  48  inch  bag  shall 
be  2.70  pounds  per  bag,  unless  found  otherwise  in  accordance  with  the  rules 
Bf  the  Louisiana  Sugar  Exchange. 

Tenth.  Date  of  payment:  The  buyer  agrees  to  pay  the  seller  on  pro  forma 
bvoice  for  90  per  cent  of  the  value  of  the  sugar  five  days  after  the  delivery 
Bite.    Balance  to  be  paid  after  final  determination  of  weights  and  tests. 

Sieventh.  Quality  of  bags:  The  seller  agrees  that  all  sugars  delivered  shall 
^  shipped  In  good,  sound  bags  of  standard  quality ;  that  under  no  circumstances 
mil  any  sugar  subject  to  thUi  agreement  be  purposely  delayed  in  shipment 

Twelfth.  Ton :  The  word  *'  ton  "  as  used  in  this  agreement  means  the  short 
too  of  2,000  pounds. 

Thirteenth.  Arbitration:  It  is  further  understood  that  all  matters  of  dis- 
tsreement  arising  under  this  contract  which  can  not  be  adjusted  by  the  parties 
bereto  to  their  mutual  satisfaction  shall  be  left  to  arbitration.  Each  party  shall 
J^ect  one  impartial  arbitrator,  and  the  two  so  selected  shall  select  a  third, 

88484—18 ^16 


^ 


242  SH0BTA6E  OF  STJGAB. 

and  the  decision  of  any  two  of  said  arbitrators  shall  be  final  and  condnslTc 
upon  the  parties  hereto.  Any  expense  attached  to  such  arbitration  shall  be 
divided  equally  between  the  parties. 

In  witness  whereof  the  party  of  the  first  part  has  hereto  affixed  his  slgnatuR 
and  the  party  of  the  second  part  has  caused  its  corporate  name  to  be  signed  b? 
its  proper  officer  thereunto  duly  authorized  the  day  and  year  first  above  written 

Sater. 
The  Amebicar  Sttoab  Rxmrnro  Co.. 

By . 

Executed  In  duplicate. 

The  Chairman.  And  the  form  of  contract  is  printed  with  that! 

Mr.  Babst.  It  is.  It  was  a  form  to  be  executed  later  on,  if  they 
desired  to  tender  anything. 

The  Chairman.  Those  papers  constitute  what  you  claim — ^what- 
ever there  was  in  the  nature  of  a  contract? 

Mr.  Babst.  We  have  spoken  of  it  exactly  in  that  form,  except  in 
a  very  loose  sense.  It  was  not  a  contract,  it  was  an  offer  to  buy  in  the 
event  they  made  a  tender  of  their  sugar  at  some  later  date. 

The  CHAiRiiAN.  This  arrangement  was  made  with  the  representa- 
tives of  the  Louisiana  planters,  who  were  here,  and  under  this  yoQ 
expected  to  get  100,000  tons  of  that  sugar? 

Mr.  Babst.  Under  which  we  hoped  to  get  all  they  would  tender 
to  us,  in  exactly  the  same  manner  and  the  same  method  we  had  used 
in  previous  years,  and  especially  last  year. 

The  Chairman.  I  did  not  ads  you  that— ^^  in  exactly  the  same  man- 
ner and  the  same  method." 

Mr.  Babst.  I  am  trying  to  help  you,  Mr.  Chairman. 

The  Chairman.  No;  you  do  not  help  me  at  all.  You  hinder  wheo 
you  go  into  side  issues  which  I  do  not  want  to  discuss. 

Mr.  Babst.  We  are  getting  along  so  well  to-day,  Senator  Reed, 
that  I  hope  nothing  unpleasant  may  occur. 

The  Chairman.  You  spoke  of  having  arranged  for  tonnage.  Had 
you  arranged  for  tonnage  to  get  this  raw  sus^ar  up  to  your  refineries? 

Mr.  Babst.  Our  company  had  arranged  some  weeks  previously 
for  tonnage  to  move  as  much  Louisiana  sugar  as  we  ordinarily  ex- 
pect to  receive  at  this  period  of  the  year,  and  as  we  ordinarily  moT« 
to  our  northern  refineric^  especialfy  to  the  Boston  refinery.  The 
arrangement  of  this  tonnage  was  purely  an  undertaking  of  a  private 
nature.  The  Government  knew  nothing  about,  and  had  no  relation 
to  it  or  connection  with  it.  After  it  was  arranged,  and  they  knew 
of  it  in  the  public  announcements  which  were  made,  some  one  in  the 
Food  Administration  merely  put  a  feather  in  his  own  cap  by  speak- 
inff  of  it  as  if  it  had  been  their  arrangement.* 

The  Chairman.  I  am  reading  now  from  the  American  Sugar  Re- 
finery Co.'s  pamphlet  which  you  have  just  handed  to  us: 

We,  as  a  company,  have  had  for  weeks  a  tonnage  under  option  to  move  thii 
Louisiana  sugar,  and  we  are  prepared  with  the  cargo  vessels  to  move  tbe  sugar 
North,  providing,  of  course,  we  have  the  support  of  the  Government,  as  we  look 
forward  to  having  it,  in  the  event  that  a  price  can  be  agreed  upon  between 
Louisiana  and  the  Government,  which  would  keep  those  particular  veaaeit 
which  we  have  under  charter  in  the  coastwise  trade. 

That  is  what  you  said. 

Mr.  Babst.  Because  all  those  vessels  were  under  notice  of  requisi* 
tion  from  the  Government. 

The  Chairman.  But  you  were  able  to  keep  them  open  for  this 
business. 
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Mr.  Babst.  We  could  not  move  the  sagars  unless  we  had  the  ton- 
nage. 

The  Chatrman.  You  were  able  to  do  it,  were  you  not  ? 

Mr.  Babst.  We  did  move 

The  Chairman.  You  were  able  to  do  it,  were  you  not?  You  did 
keep  the  vessels  open,  or  the  Government  did  ?  Can  you  not  answer 
that  ?    Did  thejr  keep  the  vessels  open  ? 

Mr.  Babst.  I  am  going  to  tell  you  what  happened.  We  did  move 
and  have  moved  four  cargoes  of  Louisiana  sugar,  amounting  to 
18,719  tons,  £rom  New  Orleans  to  Philadelphia  and  Boston,  three  of 
these  cargoes  going  to  Boston  and  one  to  Philadelphia. 

The  Chatrman,  You  did  make  the  statement  wnich  I  read  to  you 
about  having  arranged  for  the  tonnage,  that  you  hoped  or  expected 
the  Government  would  keep  these  p^icular  vessels,  or  whicn  you 
had  under  charter  in  the  coastwise  trade,  so  that  you  could  move  the 
su£ar.   That  was  done,  was  it  not! 

Mr.  Babst.  The  Government  has  not  requisitioned  anv  of  the  ves- 
sels which  we  had  under  charter  option.  Whether  they  nave  requisi- 
tioned other  vessels  I  do  not  know. 

The  Chatrman.  I  did  not  ask  you  about  other  vessels.  What  talks 
did  you  have  with  the  Government  officials  about  these  vessels? 

Mr.  Babst.  I  want  to  look  at  my  other  answer.  I  will  ask  the  re- 
porter to  read  my  answer. 

(The  stenographer  thereupon  read  the  answer  of  the  witness,  as 
follows:) 

The  Government  has  not  reqnlsitionecl  any  of  the  vessels  which  we  had 
QDder  charter  option  Whether  they  have  requisitioned  other  vessels  I  do  not 
know. 

The  Chatrman.  What  talk  did  you  have  with  Oovernment  offi- 
cials or  any  of  them  with  regard  to  those  vessels  which  were  trans- 
porting your  sugars? 

Mr.  %ABST.  Personally  I  had  no  talks. 

The  Chairman.  Did  your  company  or  any  representative  of  it! 

Mr.  Babst.  They  may  or  may  not. 

The  Chairman.  You  do  not  Know  t 

Mr.  Babst.  I  do  not  know,  but  I  shall  learn,  if  you  desire. 

The  Chairman.  You  did  not  take  any  steps  at  all  to  see  the  ves- 
sels would  be  there  which  you  had  pronused  these  planters  would  be 
there? 

Mr.  Babst.  I  personally  did  not,  so  far  as  the  Government  waij 
concerned 

The  Chairman.  You  did  not  send  anybody  from  your  company 
to  do  it,  and  you  do  not  know  that  your  company  ever  did  do  it? 

Mr.  Babst.  I  did  not.  I  did  not  even  know  we  had  the  vessels 
ander  charter  until  we  were  invited  to  Washington,  and  then  I 
found,  as  ought  always  to  be^  the  case,  that  our  organization  had 
done  tiie  proper  thing  and  anticipated  the  want,  knowing  that  there 
was  the  oemand. 

The  Chairman.  You  afterwards  secured  how  much  of  these 
Louisiana  sugars?    About  26,000  tons? 

Mr.  Babst.  I  have  given  several  fibres  on  the  Louisiana,  and  I 
now  would  like  to  give  an  accurate  ngure,  so  that  always  may  be 
Bsed.    Up  to  date 
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The  Chairman.  Give  it  up  to  a  certain  date;  it  is  not  very  ma- 
terial. 

Mr.  Babst.  Under  the  tender  of 

The  Chairman.  I  ask  you  how  much  you  have  received  of  sugan 
from  Louisiana? 

Mr.  Babst.  There  was  contracted  for  on  November  6,  under  the 
tender,  25,999^  tons,  which  I  have  spoken  of  as  26,000  tons. 

The  Chairman.  Have  you  received  anjr  sugar  since  then? 

Mr.  Babst.  We  have  bought  other  Louisiana  sugars  in  the  market 
of  Louisiana  to  the  amount  of  5,000  tons. 

The  Chairman.  How  much  did  you  actually  pay  for  these  Louisi- 
ana sugars? 

Mr.  Babst.  We  actually  paid  6.86  for  all  purchased. 

The  Chairman.  How  did  you  come  to  raise  the  price  above  the 
amount  stipulated? 

Mr.  Babst.  I  would  like  to  hand  the  chairman  a  printed  folder, 
which  contains  a  record  of  the  entire  negotiation  on  these  sugars  sub- 
seouent  to  the  Washington  conference. 

The  Chairman.  Can  you  not  answer  how  vou  came  to  do  it — to 
raise  the  price?    Can  you  not  tell  us  that  in  a  few  words? 

Mr.  Babst.  We  voluntarily,  on  the  14th  of  November,  raised  the 
price  of  all  sugars  which  we  had  taken  under  contract  previously  on 
the  6th  of  November,  from  the  6.225  to  6.35,  b^  reason  of  a  ruling 
made  by  the  Food  Administration,  or  other  action  of  the  Food  Ad- 
ministration, permitting  the  freight  on  the  part  shipped  from  Ne^ 
Orleans  to  the  northern  ports  to  1^  added  to  tiie  price  of  6.85,  arrived 
at  before  the  Washington  conference. 

The  Chairman.  Did  not  the  fact  that  Mr.  Spreckels  had  made  ar. 
offer  at  a  higher  nrice  for  that  sugar  have  anytning  to  do  with  it? 

Mr.  Babst.  It  aid  not. 

The  Chairman.  Nothing  whatever?    It  was  purely  voluntary? 

Mr.  Babst.  It  did  not.  Other  refiners  in  Louisiana — ^namely,  the 
Colonial  Refinery  and  the  Henderson  Befinerv —  had  bought  or  were 
reported  to  have  bought,  on  October  30  and  prior  to  the  contracts 
we  entered  into  on  November  6,  as  much  as  25,000  tons  of  raw  sugar, 
pa^ng  for  it  6.85. 

The  Chaibman.  So  that  prior  to  the  time  that  you  had  made  these 
contracts  with  these  gentlemen  who  came  here  tc>  Washington  they 
had  actually  been  able  to  sell  their  sugar  at  a  higher  price  in  the  open 
market? 

Mr.  Babst.  They  had,  in  large  quantities.  I  do  not  mean  the  open 
market.    Will  the  stenographer  read  the  question  ? 

The  Chairman.  Well,  on  such  market  as  existed  ? 

Mr.  Babst.  On  the  terms  which  had  been  arrived  at  between  the 
Louisiana  planters  and  the  food  administration  for  Louisiana  rav 
sugar. 

The  Chairman.  When  you  jjot  them  up  here,  or  when  they  camf 
up  here,  and  you  modestly  retired  from  the  room,  a  lower  pnce  was 
fixed  than  they  had  been  receiving  before  that  date? 

Mr.  Babst.  The  date  I  mentioned  was  October  80  of  the  reported 
sales,  25,000  tons,  to  the  Colonial  Refinery  and  the  Henderson  Be- 
finery,  and  the  time  of  the  Washington  conference  when  the  price 
was  determined  between  Louisiana  and  the  Government  was  Oc- 
tober 23,  or  a  week  previous. 
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The  Chairman.  Then,  notwithstanding  the  option  which  you  had, 
the  cane  sugar  men  down  there  did  not  stand  lor  it,  but  they  went 
out  and  sold  to  others  at  a  higher  price! 

Mr.  Babst.  They  were  at  perfect  liberty  to  do  so.  The  price  which 
had  been  determined  upon  in  Washington  between  the  Louisiana 
planters  and  the  Government  was  6.35  f .  o.  b.  refining  points. 

The  Chairkan.  Yes. 

Mr.  Babst.  So  that  the  Gulf  refiners  were  able  to  buy  and  take 
the  sugar  at  6.35,  New  Orleans,  which  they  did. 

The  Chairman.  Now,  Mr.  Babst,  as  a  matter  of  fact,  the  Louisiana 
people,  the  Louisiana  producers,  to  a  very  large  extent  declined  to 
turn  their  su^rs  in  at  these  prices  and  began  to  evolve  a  plan  of 
marketing  their  own  sugars;  is  not  that  true? 

Mr.  Babst.  They  did  not  offer  more  than  the  26,000  tons,  and  they 
did  take  many  steps  in  the  matter ;  yes. 

The  Chairman.  As  a  matter  of  fact,  in  ordinary  years  when  there 
has  been  no  interference  with  the  law  of  supply  and  demand,  how 
does  the  sugar  crop  of  Louisiana  reach  the  market?  How  has  it 
reached  it  in  years  past  ?  Has  it  come  in  promptly  after  the  harvest 
and  has  it  gone  to  the  refineries,  or  how  has  it  been  distributed  ? 

Mr.  Babst.  I  have  knowledge  of  three  Louisiana  crops  and  the 
three  negotiations  with  the  !Q)uisiana  producers  for  tneir  crops. 
The  crop  of  1915  was  a  very  short  crop. 

Senator  Kenton.  Can  you  not  tell  us  how  this  reached  the  market, 
without  going^  into  all  these  minutice?  We  will  never  be  through 
with  tins  hearing  at  this  rate. 

li/iT.  Babst.  I  realize  that.  Senator  Kenvon. 

The  Chairman.  Mr.  Babst.  you  certainly  could  say  if  it  is  a  fact 
that  ordinarily  the  sugar  reacnes  the  market  shortly  after  the  harvest 
and  is  generally  taken  by  the  refiners  promptly  and  refined.  Now, 
is  not  that  about  the  size  of  the  situation? 

Mr.  Babst.  Not  entirely ;  no. 

The  Chairman.  Is  there  a  qualification  you  want  to  make  ? 

Mr.  Babst.  There  are  a  great  many.  That  is  the  reason  I  an- 
swered as  I  did.  •     , 

The  Chairman.  Does  not  the  bulk  of  the  sugar,  after  it  has  been 
harvested    and   handled    on   the    plantation,    reach   the    markets 

promptly! 

Mr.  BABSTk  The  raw  sugar? 

The  Chairman.  Yes. 

Mr.  Babst.  After  it  is  produced  the  raw  sugar  is  ordinarihr,  in 
the  absence  of  special  contracts  such  as  the  one  referred  to,  offered 
on  the  New  Orfeans  market  and  is  purchased  in  open  market  by 

the  various  refiners. 

The  Chairman.  And  does  it  not  ordinarily,  regardless  of  con- 
tracts, reach  the  refiners  and  there  be  refined  pretty  promptly  after 

the  harvest  ?  . 

Mr.  Babst.  Fairlv  promptly.    There  is  a  special  effort  to  do  so. 

The  Chairman.  The  greater  part  of  it  will  reach  the  refiners 
how  many  days  after  the  cutting  is  completed — ^the  bulk  of  the 

crop? 

Mr.  Babst.  Shortly  after  the  middle  of  January  the  bulk  of  the 
crop  is  gone.    Shortly  after  the  1st  of  January  the  bulk  of  the  raw 
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sugar  is  off  of  the  plantations,  and  when  those  sugars  reach 
refineries  they  are  either  refined  and  kept  in  that  form  or  they  an 
stored  in  the  warehouses  ready  for  refining.  So  far  as  we  are  con- 
cerned, we  refine  them  promptly,  taking  a  large  part  of  them  always 
to  our  Atlantic  coast  refineries  in  order  to  facilitate  the  prompt 
marketing  of  the  product. 

The  Chairman.  What  you  do  the  other  refiners  do ;  that  is,  I 
mean 

Mr.  Babst.  Generally ;  yes,  sir. 

The  Chairman.  So  that  the  sugars  under  ordinary  conditioib 
are  in  the  market  shortly  after  the  1st  of  January  j  the  bulk  of  the 
whole  Louisiana  sugar  crop  under  ordinary  conditions  has  reached 
the  refiners  and  has  been  refined  and  part  of  it  is  ready  for  dis- 
tribution by  the  refiners  to  the  trade? 

Mr.  Babst.  Well,  that  is  an  inaccurate  description;  but  it  mar 
pass,  in  a  general  sense. 

The  Chairman.  What  I  am  trying  to  get  is  a  general  statement 
of  it.  This  year,  for  some  reason,  either  t)ecause  of  dissatisfactioD 
with  the  price  or  for  some  other  reason,  the  Liouisiana  sugar  plant- 
ers, with  a  crop  of  226,000  tons — ^am  I  accurate  in  226,000  tons? 

Mr.  Babst.  Fairly  accurate;  yes. 

The  Chairman.  Louisiana  has  only  marketed  through  your  cop 
pany  approximately  26,000  tons,  and  through  some  other  companies 
approximately  25,000  tons? 

Mr.  Babst.  That  is  true,  so  far  as  the  marketing  of  raw  sugars 
is  concerned. 

The  Chairman.  Now,  you  speak  about  the  marketing  of  rav 
sugars.    What  else  is  there-Hsirups? 

Mr.  Babst.  There  are  sirups  and  there  are  various  grades  of 
plantation  sugars,  knows  as  yellow  clarified,  grocery  grades,  planta- 
tion grades,  and  so  forth. 

The  Chairman.  Are  those  sold  to  you,  or  are  those  in  ordinarr 
times,  I  mean,  sold  to  tJie  refiners  or  are  they 

Mr.  Babst.  They  are  very  seldom  sold  to  the  refiners,  but  they  are 
generally  sold  by  the  planters  and  Louisiana  merchants  and  brokers 
to  the  trade  throughout  the  country. 

The  Chairman.  How  much  do  those  sugars  and  the  part  that  i^ 
consumed  in  sirups  amount  to?  How  much  does  it  leave,  net,  when 
you  take  those  two  items  out,  of  sugars  that  ordinarily  used  to 
reach  the  trade  and  get  to  the  consumers  in  the  way  we  speak  oft 

Mr.  Babst.  There  are  many  factors  surrounding  tiiat  situation — 

The  Chairman.  Oh,  no. 

Mr.  Babst  (continuing).  But  some  years  it  is  36  per  cent  and  soaie 
years  it  is  50  per  cent,  and  so  on.  This  year  there  has  been  tlu 
smallest  quantity  of  raw  sugars  produced  in  many  years. 

The  Chairman.  I  asked  you,  in  ordinary  years  what  proportioc 
of  the  sugars  was  sent  to  the  refineries  and  what  proportion  of  it 
was  consumed  in  sirups  and  in  these  washed  sugars?  Is  it  aboin 
fifty-fifty? 

Mr.  Babst.  Bead  my  last  answer.  I  think  I  have  made  as  good  an 
answer  as  I  can. 

Senator  KIbnyon.  Can  you  not  answer  quicker  than  the  stenog 
rapher  can  read  it? 
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Mr*  Babst.  The  percentages  vary  from  crop  to  crop.  The  per- 
centage varies  from  75  to  60  and  60  per  cent.  I  have  not  accurate 
information. 

The  Chaibman.  This  year  the  Louisiana  crop  was  about  an  average 
crop,  was  it  not! 

Mr.  Babst.  No  ;  it  was  below. 

The  Chaibmak.  How  much  below ! 

Mr.  Chbistiai^.  It  was  67  ^er  cent  of  the  average  crop. 

•The  Chatbman.  I  am  told  it  was  about  67  per  cent 

Mr.  Chbistian.  That  is  the  Department  of  Agriculture  report 

Mr.  Babst.  I  do  not  know  about  that.  Last  year  the  crop  was 
257,000  tons  and  this  year  it  is  226,000  tona  It  is  under  the  ordinary 
average. 

Senator  Jones.  That  226,000  tons  is  estimated } 

Mr.  Babst.  Yes ;  whatever  is  now  made  is  estimated. 

The  Chaibman.  If  56  per  cent  of  this  sugar  had  come  into  the 
market  in  the  ordinary  way,  there  should  have  come  to  the  cane 
mills  by  this  time  approximately  118,000  tons? 

Mr.  Babst.  Exactly ;  but  that  all  depends  upon  conditions  varying 
from  year  to  year.  The  Louisiana  planter  sells  his  su^r,  makes 
one  grade  or  another,  depending  upon  the  market  conditions,  and 
that  for  which  he  can  get  the  better  price. 

The  Chaibican.  I  know.  I  am  not  criticizing  you  or  anybody  else. 
I  am  tiying  to  jget  at  the  facts. 

Mr.  Babst.  There  are  other  men  here  in  the  room  who  know  a 
great  deal  more  about  those  facts  than  I  do. 

The  Chaibman.  Fifty  to  75  per  cent  of  this  226,000-ton  crop  would 
ordinarily  have  been  in  the  sugar  refineries  b^  this  time,  and  some 
part  of  it  would  have  reached  the  market ;  tiiat  is  true,  is  it  not,  under 
ordinary  conditions? 

Mr.  Babst.  Do  you  mean  raw,  or  the  grocery  grades  and  sirups? 

The  Chatbman.  I  mean  the  sugar  which  would  come  to  you  to  be 
refined. 

Mr.  Babst.  Ordinarilv  the  raw  sugar  to  the  extent  of  at  least  50 
per  cent  or  more  would  be  in  our  refineries  by  this  time. 

The  Chatbman.  Tes. 

Mr.  Bab8t.  In  fact,  we  have  received  of  this  year's  crop  the  la»er 
part  of  it  already.  I  think  the  larger  part  of  our  contract  of  26,000 
tons  has  been  received. 

The  Chaibman.  Oh,  yes ;  I  am  not  speaking  of  that.  I  am  speak- 
ing about  the  general  conditions.  So  that  this  year,  under  food  ref- 
lations and  under  these  contracts  and  deals  that  have  b^n  made,  in- 
stead of  there  being  approximately  113,000  tons  of  sugar  in  the  re- 
fineries partly  refined^  and  ready  for  distribution  in  part,  there  is  only 
about  50,000  tons  which  has  found  its  way  to  that  particular  kind  of 
market— -that  is,  to  the  refiners  ? 

Mr.  Babst.  The  refiners  have  had  the  smallest  share  of  the  Louisi- 
ana crop  for  years. 

The  Chaibman.  And  either  the  planter  is  holding  back  his  sugar, 
or  the  planter  is  resorting  to  some  process  of  production  of  brown 
mmr  or  washed  sugar  which  he  is  himself  putting  on  the  market? 

Mr.  Babst.  The  planter  has  made  the  largest  part  of  his  crop  into 
sugars  for  direct  consumption? 
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The  Chairmak.  Yes;  that  naturally  would  produce,  or  have  some- 
thing to  do  with,  an  interference  with  the  sugar  supply  that  ordi- 
narily reaches  the  Atlantic  States,  would  it  not?  Let  me  put  it 
another  way.  Mr.  Babst,  so  that  you  will  catch  my  point. 

I  take  it  tnat  these  sugar  refineries  being  very  large  concerns  and 
highly  organized,  they  know  exactly  where  the  sugar  is  needed  in 
the  country  and  they  have  their  means  of  distribution,  their  organiza- 
tion, and  their  customers,  and  consequentlv,  through  that  means, 
when  sugar  is  demanded,  they  get  it  to  the  ultimate  consumer  pretty 
quickly,  do  they  not! 

Mr.  Babst.  We  are  the  best  distributors  for  consumption  sugars. 

The  Chairman.  Now,  if  the  individual  planter  undertakes  to 
market  his  own  sugars  they  would  be  likely  to  be  some  considerable 
time  finding  their  way  to  these  remote  markets,  would  they  not? 

Mr.  Badst.  That,  of  course,  depends  ui)on  freight  conditions  and 
car  conditions  and  systems  of  transportation  j  but  I  should  say  that 
the  sugars  which  we  would  take  out  of  Louisiana  and  ship  and  take 
to  New  England,  under  the  present  freight  conditions  of  this  coun- 
try would  mid  their  natural  distributive  market  far  quicker  than  by 
any  other  method  that  you  could  employ. 

The  Chairman.  That  would  be  true  in  the  ordinary  year,  would 
it  not? 

Mr.  Babst.  That  is  the  course  we  have  always  followed  so  far  as 
our  handling  of  Louisiana  susars  is  concerned. 

The  Chairman.  Well,  I  will  not  press  for  an  answer  further. 

To  what  extent  has  your  company-— and  I  mean  by  that  your  com- 
pany and  all  its  subsidiaries  ana  allies  and  controlled  companies 

Mr.  Babst.  Mr.  Chairman,  will  you  not  change  your  question  in 
order  to  avoid  the  characterization  you  give? 

The  Chairman.  When  I  speak  of  the  American  Sugar  Befining  Co. 
and  of  your  company,  I  mean  those  companies  which  you  have  stated 

Mr.  Babst.  Which  are  the  American  Sugar  Kefining  Co.  and  its 
subsidiary  combinations,  all  operated  as  one  company. 

The  Chairman.  Yes;  and  those  companies  m  which  you  hold 
stocks. 

Mr.  Babst.  That  I  can  not  accept 

The  Chairman.  To  what  extent  do  they  manufacture — ^I  think 

Eerhaps  you  can  answer  this — ^to  what  extent  do  they  manufacture— 
ave  they  manufactured  and  sold — since  October  1,  Domino  sugars? 
Mr.  Babst.  I  can  answer  that  (juestion  with  a  very  long  delay,  but 
I  can  give  you  what  you  want  in  another  way  which  wiQ  be  even 
more  satisfactory  to  you. 
Senator  Kenton.  Never  mind  delay. 

The  Chairman.  Have  you  not  got  those  data  so  that  you  cao 
answer? 
Mr.  Babst.  Our  Crystal   Domino   tablet  sugars   are   what  you 

refer  to? 

The  Chairman.  Yes. 

Mr.  Babst.  They  amount  to  one  two-hundredth  part  of  our  total 
business,  or  one  six-hundredth  part  of  the  total  business  of  the 
United  States  sugars. 

The  Chairman.  I  did  not  ask  you  what  percentage  it  waa  Will 
you  not  tell  us  how  much  it  was  in  point  of  tons? 


8H0BTAGB  OP  SUQAB.  249 

Mr.  Babst.  That  means  details  and  investigation.  I  have  not  any 
such  facts  here  at  all. 

Senator  Vabdaman.  Can  you  give  the  amount  in  dollars  and  cents, 
Mr.  Babst? 

Mr.  Babst.  No,  sir. 

The  Chatbman.  That  simply  involves  going  back  and  figuring  out 
how  much  one  six-hundredth  part  is. 

Mr.  Babst.  I  have  accurate  figures  for  the  quarter  ending  Sep- 
tember 29,  1917. 

The  Chatrman.  I  am  not  asking  you  about  the  quarter  ending 
September  29.    I  am  asking  what  vou  sold  since  October  1. 

Mr.  Babst.  I  would  have  to  look  that  up. 

Senator  Kenton.  Have  you  any  idea  about  it  at  all  ? 

Mr.  Babst.  I  am  giving  you  an  idea,  comparing  our  Crystal 
Domino  tablets  with  our  volume  as  it  comes  along,  irom  month  to 
month,  and  it  amounts  to  one  two-himdredth  part  of  our  volume. 

The  Chajbman.  That  does  not  get  us  anywhere,  if  we  do  not  know 
what  the  volume  is. 

^fr.  Babst.  I  can  tell  you  what  the  volume  is. 

The  Chairman.  If  you  know  what  the  volume  is,  you  can  figure 
it  out. 

Mr.  Babst.  Yes^  I  will,  Mr.  Chairman. 

The  suggestion  is  that  we  take  our  total  volume  of  this  year  and 
tell  you  how  much,  approximately,  we  have  put  into  Crystal  Domino 
tablets. 

The  Chairman.  No. 

Senator  Lodge.  That  will  give  us  the  amount. 

The  Chairman.  That  will  give  us  the  amount  for  the  year,  but  it 
will  not  give  us  the  amount  that  he  sold  since  October  1. 

Mr.  Babst.  But  we  would  have  to  so  to  New  York  for  the  amount 
sold  since  October  1.  That  we  would  have  to  go  to  New  York  for. 
I  know  what  representative  part  of  our  business  Crystal  Domino 
tablets  i&    It  is  one  two-hunoredth  part. 

The  Chairman.  Yes;  but  that  does  not  help  this  committee  a  bit, 
because  we  do  not  know  what  one  two-hundredth  part  is  a  two- 
hundredth  part  of. 

Mr.  Babst.  I  can  give  you  that  figure. 

The  Chairman.  Can  you  give  us  your  sales  from  October  1 1 

S^iator  Kenton.  Is  it  25  per  cent  of  your  business  ? 

Mr.  Babst.  Oh,  no.  Our  total  business  in  refined  sugar  from 
October  1  to  December  15^  1917,  is  51,812  tons  manufactured  into 
all  grades  of  suffar,  of  which  I  estimate,  applying  the  usual  factor 
of  proportion  of  Crystal  Domino  tablets  to  the  whole,  that  we  have 
put  into  Crystal  Domino  tablet  sugar  259  tons,  or  one  two-hundredth 
part  of  our  business. 

The  Chairman.  At  what  price  have  you  marketed  that  sugar  t 

Mr.  Babst.  At  the  present  time  our  list  price  for  fine  granulated 
sugar  in  barrels 

The  Chairman.  Oh,  no;  no. 

Mr.  Babst.  I  am  trying  to  answer  your  question.^ 

The  Chairman.  I  asked  you  the  prices  at  which  you  had  sold 
this  Crystal  Domino  sugar,  this  259  tons. 
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Mr.  Babst.  That  means  investigating  all  price  changes.  I  can 
answer  your  question  in  this  wav:  Your  question  will  necessitate 
investigatine;  price  changes  as  well. 

Senator  V abdamak.  'Die  average  price. 

The  Chairman.  How  could  I  get  at  it 

Mr.  Babst.  I  can  helpyou,  if  you  will  permit  me. 

Senator  Vardaman.  Wnat  is  the  average  price  at  which  you  have 
sold? 

The  Chairman.  All  that  I  want  to  know  is  the  ultimate  fact- 
what  you  sold  that  sugar  for.  Now,  if  you  have  got  some  proces 
by  which  you  can  get  it,  you  work  out  the  process  and  give  it  to  m& 

Mr.  Babst.  At  the  present  time  our  basing  price  for  SU.  our  sugars 
is  8.15,  which  is  20  points  below  all  otlier  refiners  at  the  present 
moment. 

The  Chairman.  I  did  not  ask  you  that.  I  asked  you  at  what 
prices  you  had  sold  this  259  tons  of  sugar  between  the  1st  day  of 
October  and  December  15. 

Mr.  Babst.  On  this  basing  price  of  8.15  for  Crystal  Domino  tab- 
lets, both  full  size  and  half  size,  in  2-pound  and  4-pound  cartons,  we 
add  what  is  known  as  a  differential  oi  3  cents  a  pound 

The  Chairman.  That  still  is  not  an  answer.  What  did  you  sell 
this  sugar  for? 

Mr.  %AB8T  (continuing).  Bringing  the  price  at  the  present  time 
to  11.15  cents  a  pound. 

The  Chairman.  I  did  not  ask  you  the  price  at  the  present  time. 
I  did  not  ask  you  what  your  differential  was.  I  do  not  care  any* 
thing  about  it.  I  want  to  know  what  you  actually  did  sell  this  259 
tons  of  Crystal  Domino  sugar  for  t 

Senator  Lodge.  He  has  just  stated  that — 11.15  cents  apound. 

The  Chairman.  Oh,  no;  he  said  the  present  price.  His  answer  is 
very  technical,  and  is  limited  to  a  point 

Mr.  Babst.  It  is  not  technical  enough,  because  there  should  be 
taken  from  that  a  2  per  cent  cash  discount  in  order  to  arrive 

The  Chairman.  Do  you  say  now  that  you  have  not  gone  above 
that  3  cents  a  pound  additional  during  the  period  referred  to,  from 
October  1  to  December  15  ? 

Mr.  Babst.  We  have  not  in  Crystal  Domino  tablets  in  2-poiind 
and  4-pound  cartons.  We  have  put  out — ^this  is  what  you  are  ^tting 
to — another  tablet  sugar  of  a  special  and  different  size,  which  we 
wrap  and  sell  by  the  thousand  services  on  a  different  basis. 

The  Chairman.  Now,  let  us  get  to  this:  Then,  you  say  that  the 
highest  price  you  have  charged  tor  the  Crystal  Domino  sugar  sinw 
October  1  and  up  to  December  15  has  been  11.15  cents  per  pound  f 

Mr.  Babst.  I  did  not  state  that. 

The  Chairman.  I  am  asking  you  to  state  what  is  the  highest  price 
you  have  charged. 

Mr.  Babst.  That  involves  an  investigation  of  our  price  lists,  but 
it  can  be  done  and  will  be  done.  All  our  price  lists  are  on  file  with 
the  Food  Administration,  but  I  can  bring  them  here  or  send  for  them 
to  New  York. 

Senator  Vardaman.  Mr.  Babst,  you  spoke  of  that  special  brand 
of  sugar  which  you  wrap. 

Mr.  Babst.  This  wrapped  tablet  sprrice? 
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Senator  Yardama:n.  What  is  the  highest  price  that  you  have 
charged  for  that? 

Mr.  Babst.  We  put  out  this  special  size  Crystal  Domino  tablet 
sugar,  which  is  ^own  as  our  wrapped  Domino  tablet  sugar,  selling 
them  at  die  present  time  at  $2  per  thousand  services  in  100,000  lots. 

Senator  Vabdaman.  What  do  you  mean  by  "  services  "  ? 

Senator  Kenton.  How  much  is  that  in  pounds  ? 

Mr.  Babst.  I  should  like  to  give  you  quite  a  full  statement  on  this 
subject,  if  you  wiU  permit  me. 

The  Chaibman.  All  right ;  go  ahead. 

Mr.  Babst.  Will  you  permit  me  to  make  a  full  statement? 

The  Chairman.  Go  anead. 

Mr.  Babst.  This  Domino  tablet  sugar  is  individually  wrapped, 
and  is  put  out  bearing  the  monogram  of  some  hotel  or  club  or  rail- 
road or  other  special  service  at  ^  per  thousand  services,  or  $2  for 
1,000  of  these  wrapped  tablets^  a  salesman's  sample  of  which  I  have 
here  in  my  hand,  containing  eight  of  these  tablets. 

Senator  Vabdaman.  How  much  do  they  weigh? 

Mr.  Babst.  The  $2  per  thousand  can  be  better  expressed  by  saving 
they  are  sold  at  the  rate  of  five  for  a  penny.  If  these  wrapped  tablets 
had  their  wrappings  taken  off  and  were  put  into  a  scale  and  weighed 
and  sold  at  the  same  price,  it  would  be  at  an  approximate  gross  price 
of  16  cents  a  pound. 

Senator  Vabdaman.  Let  me  see  it. 

(The  sample  referred  to  was  handed  to  Senator  Vardaman.) 

Mr.  Babst.  Our  price  unwrapped  would  be  11  cents  a  pound,  and 
our  cost  of  wrapping  as  a  manuf  acturiniir  operation,  including  the 
cost  of  paper  and  printing,  is  8  cents  a  pound,  bringing  the  total  cost 
of  these  tablets  when  put  on  a  pound  basis  to  14  cents  a  pound  gross 
manufacturing  cost,  to  which  should  be  added  the  cost  of  distribu- 
tion and  selling.   Our  sales  of  these  Domino  wrapped  tablets 

The  Chaibman.  Oh,  wait,  wait,  wait. 

Senator  Lodge.  I  should  like  to  have  him  finish. 

The  Chaibman.  Do  you  want  him  to  finish  that?  Very  well; 
proceed. 

Mr.  Babst.  Our  sales  of  these  Domino  wrapped  tablets  for  the 
year  1917,  up  to  December  1,  1917,  were  1,966  barrels  out  of  total 
sales  of  6,183,000  barrels,  or  three  ten-thousandths  part  of  the  total 
volume  of  the  American  Suffar  Befinin^  Co.'s  output,  or  one  ten- 
thousandth  part  of  the  total  volume  of  the  entire  United  States 
sugar  business. 

The  Chaibman.  You  were  asked  a  very  simple  Question. 

Mr.  Babst.  And  you  said  I  might  go  on  and  tell  you  all  of  it,  as  I 
understood. 

The  Chaibman.  Oo  on.    I  am  not  going  to  argue  it. 

Seoiator  Jones.  Mt.  Chairman,  quite  a  strong  imputation  was 
brought  out  against  Mr.  Babst's  company  on  account  oi  those  special 
sugars  by  Mr.  opreckels,  and  I  want  to  know  what  it  amounts  to.  Mr. 
Spreckets  tried  to  make  it  appear  here  that  there  was  an  enormous 
profit,  that  they  were  evading  this  whole  price-fixing  scheme  by  issu- 
mg  these  special  sugars.  I  have  made  some  figures  here,  and  I 
should  like  to  know  if  they  are  correct,  on  that  259  tons  of  granulated 
sugar. 
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Mr.  Babst.  Crystal  Domino  tablet  sugar. 

Senator  Jones.  Crystal  Domino  tablet  sugar.  That  would  be 
518,000  pounds,  and  at  8  cents— you  say  that  was  your  differen- 
tial  

Mr.  Babst.  Yes. 

Senator  Jones  (continuing).  It  would  make  a  difference  in  the 
price  of  $15,540  on  your  sales  of  that  quantity  of  that  sugar. 

The  Chairman.  Is  that  all  ? 

Senator  Jones.  That  is  all  it  amounts  to. 

Mr.  Babst.  I  should  think  that  was  a  high  figure,  because  I  have 
the  accurate  figures  of  the  company  for  the  quarter  ending  September 
29,  1917,  which  I  should  like  very  much  to  give  you  accurately,  on 
every  grade  of  package  sugar,  if  you  are  interestea. 

Senator  Jones.  On  that  one  ten-thousandth  part  of  your  volume  of 
business  there,  how  much  of  an  increase  in  price  is  there,  roughly 
speaking,  above  the  granulated  price?  Woula  it  be  8  cents  or  5  c^ts 
or  what  per  pound  ? 

Mr.  Babst.  To  answer  your  Question  very  literally — although  1 
see  your  question  is  not  accurately  framed— our  selling  price  is  ap- 
proximately 5  cents  above  our  selling  price  of  the  same  sugar  un- 
wrapped. We  figure  that  it  costs  us  approximately  over  8  cents  & 
pound  to  wrap  these  individual  tablets. 

Senator  Jones.  I  understand.  That  makes  about  5  cents  a  pound 
extra  for  the  sugar,  which  you  use  up  in  sales  and  advertising,  addi- 
tional expenses,  and  so  on.  But  even  counting  the  whole  6  cents  as 
profit,  what  will  it  amount  to  on  the  amount  of  your  sales  there  ^ 
Counting  the  whole  thing  as  profit,  what  does  it  amount  tof 

Mr.  Babst.  Of  course  it  is  a  loss.  This  sugar  costs  us  more  to  put 
out  than  we  get  back  for  it.  We  merely  put  it  out  as  a  piece  of  hi^- 
class  advertising  in  order  to  get  our  brands  into  clubs,  hotels,  dining 
cars,  and  other  places  of  that  kind.  That  is  the  sole  purpose  and 
object  of  our  goinginto  it. 

Senator  Jones.  ]Well,  then,  there  is  no  need  to  go  further.  Instead 
of  making  an  additional  pront  on  that  kind  of  sugar,  then,  you  make 
a  loss,  do  you  ? 

Mr.  Babst.  Exactly. 

The  Chairman.  Just  a  moment  there,  if  Senator  Jones  is  through. 
How  much  would  it  figure  at  the  5  cents  extra  ? 

Mr.  Babst.  I  should  like  also  to  make  a  statement  about  old-fash- 
ioned brown  when  we  get  to  that. 

The  Chairman.  I  am  not  ready  to  brush  this  aside  as  inconsequen- 
tial just  at  that  point.  There  is  practically  2,000  barrels  of  it  here. 
How  much  does  that  weigh? 

Mr.  Babst.  I  will  figure  it  out,  Senator  Keed.  I  find  I  have  made 
a  mistake.  I  have  made  this  too  large,  Mr.  Chairman.  [To  the 
reporter :]  Will  you  read  my  answer  where  I  spoke  of  the  number  of 
barrels  which  we  have  put  m? 

The  Chairman.  You  said  1,966  barrels. 

Mr.  Babst.  But  I  want  to  know  what  period  I  gave  it  for. 

(The  stenographer  thereupon  read  the  answer  of  the  witness,  as 
follows:) 

Our  sales  of  these  Domino  wrapped  tablets  for  the  year  1917,  up  to  December 
1.  1917,  were  1,966  barrels  out  of  total  sales  of  6.183,000  barrels. 
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Mr.  Babst.  That  is  right.    I  stated  it  properly. 

The  Chaibman.  That  is  for  the  whole  year,  then  ? 

Mr.  Babst.  That  is  for  the  whole  year ;  yes. 

The  Chaibkak.  Well,  if  you  have  only  got  it  for  the  whole  year,  it 
is  immaterial  if  that  is  all  you  sold  during  the  year,  because  it  would 
be  so  smaU  an  amount  during  the  part  of  the  year  covered  by  this 
agreement  that  it  would  not  amount  to  much. 

Mr.  Babst.  From  the  1st  of  January,  1917,  to  December  1, 1917,  it 
amounts  to  1,966  barrels  out  of  6,183,000  barrels. 

The  Chaibman.  What  did  that  weigh  ? 

Mr.  Babst.  I  will  figure  the  pounds.  I  am  just  making  the  calcu- 
lation now.    It  amounts  to  688,100  pounds. 

The  Ghaibkak.  At  4  cents  a  pound,  you  would  realize  a  profit  out 
of  that  of 

Mr.  Babst.  We  realized  no  profit  out  of  it 

The  Chaibman.  Well,  you  would  get  an  additional  price  over  the 
other  price  of  how  much  ? 

Mr.  Babst.  YHiich  we  spend  in  manufacturing  it 

The  Chaibman.  And  get  back  in  advertising,  as  you  said  a  minute 
aga 

Mr.  Babst.  And  we  hope  to  get  our  loss  back. 

The  Chaibman.  What  would  be  the  difference  in  cents  betweoi  that 
and  the  basic  price  of  granulated  sugar  at  8.15  ? 

Mr.  Babst.  Tou  asked  me  to  figure  it  out  at  the  4  cents.  I  have 
done  that    Do  you  wish  that  answer? 

The  Chaibman.  I  want  the  difference.  Tou  have  stated  that  you 
sold  this  sugar  for  about  16  cente  a  pound,  and  the  basic  price  of  sugar 
was  8.15  cents. 

Mr.  Babst.  For  the  whole  year  1917  on  this  Domino  wrapped  tablet 
sugar  we  would  receive  $56,000  more  than  if  we  had  put  out  that  same 
sugar  in  pounds  as  granulated,  and  would  pay  out  $42,000  in  order 
to  put  it  m  its  wrapped  tablet  form,  leaving  us  $14,000  out  of  which 
to  pay  selling  expenses,  delivery,  and  other  overhead  and  adminis- 
trative  expenses. 

The  Chaibman.  You  pay  selling  expenses  on  your  8.15  sugar, 
do  you  not,  and  delivery  expenses  on  your  8.15  sugar? 

Mr.  Babst.  Naturally. 

The  Chairman.  Ana  on  all  the  sugars  you  have;  so  why  figure 
it  out  of  this? 

Mr.  Babst.  Because  we  lose  money  on  every  tablet  of  this  wrapped 
sugar  we  put  out 

The  Chaibman.  And  you  do  it  just  as  a  matter  of  favor  to  the 
public,  or  as  a  matter  of  advertising? 

Mr.  Babst.  That  is  advertising.  It  is  one  of  the  little  frills  and 
niceties  that  every  large  manufacturing  company  feels  that  it  can 
indulge  itself  in  if  it  leads  to  increased  volume  of  its  business. 

The  Chaibman.  Exactly ;  so  that  you  do  not  do  it  as  an  eleemosy- 
nary institution  at  aU ;  you  do  it  as  a  business  concern  ? 

Mr.  Babst.  And  we  do  not  do  it  as  a  thing  out  of  which  to  make 
money. 

Senator  Vabdaman.  You  do  not  do  it  as  a  thing  out  of  which  to 
make  money  except  the  incidental  profits  that  come  from  the  adver- 
tising?   Is  that  what  you  mean  ? 
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Mr.  Babst.  Exactly. 

The  Chairman.  What  other  kinds  of  Domino  sugar  have  yoa  pm 
out — sugar  under  the  brand  of  Domino  ? 

Mr.  Babst.  We  put  out  a  Domino  old-fashioned  brown  sugar  of 
which  the  commitee  already  has  an  exhibit. 

The  Chairman.  In  what  form!    In  the  form  of  a  packaget 

Mr.  Babst.  We  put  it  out  in  the  form  of  a  package,  in  a  1-pound 
paraflSne-paper-lined  carton. 

The  Chairman.  How  much  of  that  kind  of  sugar  have  you  sold 
since  October  1 1 

Mr.  Babst.  I  am  in  the  same  difficulty  as  before,  but  I  can  giye 
you  another  figure  which  is  for  even  a  longer  period  than  you  are 
asking  for,  namely,  the  period  for  the  mon&  of  July,  August,  and 
September. 

The  Chairman.  No  ;  I  want  the  period  since  this  agreement  was 
made.   I  do  not  care  what  you  did  before  then. 

Mr.  Babst.  But  we  haye  not  brought  our  complete  manufacturing 
records  here.  I  have  my  ordinary  meets  for  that  quarter,  which  is 
the  ordinary  way  that  I  follow  those  matters. 

Senator  Jones.  Generally  speaking,  have  your  sales  of  that  grade 
of  sugar  increased  or  been  especially  pressed  since  that  agreement 
was  entered  into? 

Mr.  Babst.  Not  at  all.  The  whole  matter  is  very  inedgnificant 
The  volume  of  old-fashioned  brown  sugar  as  compared  with  our 
total  volume 

The  Chairman.  Oh,  I  do  not  care  for  the  total  volume.  Please 
give  me  the  amount  of  Domino  old-fashioned  brown  sugars  that 
you  have  sold  since  October  1. 

Mr.  Babst.  That  I  can  not  give,  because  that  is  a  manuf  actunnfi 
record  not  here;  but  I  can  give  you  the  sales  for  a  longer  period. 

The  Chairman.  I  do  not  care  about  the  sale  at  some  other  tmie. 

Mr.  Babst.  And  it  is  so  insignificant 

Senator  Lodge.  I  should  like  to  hear  the  volume  for  that  quarter, 
just  for  my  own  information. 

Mr.  Babst.  The  quarter  includes  the  months  of  July,  August,  and 
September.  In  those  three  months  we  sold  145,286  pounds  of  Domino 
old-fashioned  brown  sugar,  or  thirty-five-thousanaths  of  1  per  cent 
of  our  total  output  for  that  same  period,  on  which  we  made  a  gross 
manufacturing  profit,  from  which  should  be  deducted  our  selling 
expenses,  delivery  expenses,  and  administrative  expenses  in  the  ordi- 
nary way,  but  a  gross  manufacturing  profit  of  $490.76.  I  have  all  the 
remaining  figures  relating  to  all  of  our  other  packages  with  me  for 
the  same  quarter^  and  they  will  show,  generally  speaking,  what  every 
refiner  in  America  knows,  that  the  man  who  puts  his  sugar  into 
packages  is  getting  less  for  it  in  profits  than  if  he  put  it  into  barrels 

Senator  Ix)dge.  What  is  the  price,  as  compared  with  the  8.15  at 
which  you  sell  it  ? 

Mr.  Babst.  I  am  very  glad  to  have  this  matter  cleared  up,  as  it 
has  been  the  subject  of  much  small  talk.  At  the  present  time  our 
basing  price  of  granulated  is  8.15,  and  we  are  selling  Domino  old- 
fashioned  brown  sugar  in  1-pound  cartons  and  containers  at  8.65. 
The  reason  for  this  price  being  higher  than  granulated  is  tiie  fact 
that  it  is  put  up  in  a  1-pound  carton  lined  with  paraffined  paper;  and. 
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being  a  soft  sugar  containing  a  great  deal  of  molasses,  each  one  of 
these  packages  must  be  filled  by  hand,  and  in  the  process  of  weigh- 
ing  accurately  it  makes  it  an  expensive  manufacturing  operation. 

senator  Lodoe.  It  is  a  low-grade  test  ? 

Mr.  Babot.  It  is  a  No.  11  soft  sugar. 

Senator  Lodge.  I  mean,  what  is  the  polariscope  test? 

Mr.  Babst.  It  is  probaoly  less  than  a  90^  test  sugar;  about  a  90"" 
test  sugar,  I  should  say. 

Senator  Lodge.  I  heard  it  stated  that  it  was  about  83  or  84. 

Mr.  Babst.  I  would  not  wish  to  contradict  any  refiner  on  this  im- 
portant Domino  old-fashioned  brown  sugar,  and  I  will  give  you  an 
accurate  polariscopic  test  if  you  desire. 

Senator  Lodge.  Do  you  make  it  yourself? 

Mr.  Babst.  We  do.    It  is  one  of  our  regular  grades  of  soft  sugar. 

The  Chairman.  Now,  you  continue  to  give  us  the  figures  for  the 
three  months  preceding  the  time  the  contract  was  made — a  time  in 
which  I  am  not  interested.  Can  you  give  us  and  will  you  give  us  the 
figures  from  October  1  down  to  the  present  date,  or  approximately  t 

Mr.  Babst.  I  will  send  them  to  the  committee  to  be  nled  with  my 
testimony. 

The  Chatbmak.  And  will  you  give  us  also  the  prices  that  you 
charged  from  day  to  day  ? 

Mr.  Babst.  I  will  give  you  full  data  on  the  whole  subject. 

The  Chaibkan.  And  is  it  not  a  fact  that  you  have  pushed  these 
brown  sugars,  advertised  them  extensively,  and  these  Domino  sugars, 
since  October  1,  and  had  you  not  prior  to  that  time  had  an  extensive 
advertising  campaign  on  these  sugars ! 

Mr.  Babst.  We  have  advertised  for  years,  but  at  no  larger  expense 
recfflitly  than  formerly,  all  of  our  Domino  trade-mark  orands,  in- 
cluding recently  Domino  old-fashioned  brown  sugar,  and  expect  to 
do  so,  except  to  a  much  lareer  extent,  in  the  future. 

The  Chairmak.  What  otner  special  brands  of  sugar  do  you  make 
now? 

Mr.  Babst.  We  make  generallv  about  60  different  grades  of  sugar, 
and  put  out  our  sugar  in  several  hundred  different  forms  and  pack- 
mcs,  prepared  both  for  the  wholesale  trade  and  going  into  the  house- 
hold and  for  manufacturing  trade. 

The  CHAniMAN.  What  brands  do  you  make  that  are  not  made  by 
other  refiners? 

Mr.  Babst.  If  you  will  give  me  that  exhibit  you  had  the  other  day 
I  can  read  off  part  of  them  to  you.  It  is  a  long  sheet,  produced  here 
bv  Turner  Bros.  We  make  more  grades  than  any  other  refiner  in 
the  United  States. 

The  Chairican.  Could  you  get  that  list  and  tell  us  the  grades 
from  it? 

Mr.  Babst.  The  clerk  has  it.  It  was  an  exhibit.  We  undoubtedly 
make  the  largest  variety  of  any  su^r  refiner  in  the  world. 

(The  chairman  asked  for  the  exhibit  referred  to  (Exhibit  No.  36), 
and  the  statement  was  made  that  it  was  not  in  the  room.) 

Senator  Lodge.  It  has  gone  into  the  record.  That  Turner  exhibit 
has  gone  into  the  record. 

Mr.  Babst.  That  has  ^ne  into  the  record.  We  have  nothing 
which  shows  the  comparison  of  our  grades  with  the  grades  of  all 
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other  refiners,  which  is  the  chairman's  question ;  but  there  is  no  doubt 
at  all  that  we  make  a  larger  variety  than  any  other  refiner.  It  if 
one  of  the  things  which  contributes  to  the  life  of  our  business. 

The  Chairman.  How  much  do  you  make  of  these  special  varieties 
that  are  ^ot  made  by  other  refiners!  What  is  the  amount  of  your 
output  of  these  varieties  that  are  not  made  by  other  refiners  t 

Mr.  Babst.  Of  course,  I  could  not  answer  that  until  we  could  com- 
pare  the  grades ;  but  we  make  more  grades  and  put  out  more  sugar 
m  more  different  ways  than  any  other  refiner. 

The  Chaibhak.  £fow  long  would  it  take  you  to  give  those  figures  I 

Mr.  Babst.  That  would  to  a  very  elaborate  and  extensive  investi- 

Sition.    It  means  taking  the  trades  made  by  every  refiner  in  the 
nited  States  and  comparing  tnem  with  the  grades  which  we  make, 
and  then 

The  Chaibhan.  Do  you  not  know,  without  any  comparison,  when 
you  have  got  grades  of  sugar,  whether  other  refiners  are  making 
those  gnides  or  not! 

Mr.  jBabst.  All  other  refiners  make  granulated  sugars  and  tablet 
sugars,  and  most  other  refiners  make  soft  sugars.  Mr.  Spreckels 
does  not  make  any  soft  sugars  in  his  r^Bnery.  He  is  not  equipped 
to  make  soft  sugars. 

Senator  Lodge.  Do  they  almost  all  make  powdered  sugar! 

Mr.  Babst.  All  make  powdered  sugar;  all  make  confectioners* 
sugar.  There  are  probably  about  15  to  20  grades  that  are  common  to 
all  refiners.  Some  refiners  make  a  larger  number  still,  but  no  re- 
finer makes  as  many  grades  as  the  American  Sugar  Befining  Co. 
^  The  Chaibman.  I  am  asking  you  now  if  you  can  not,  by  taking  a 
list  of  sugars,  very  easily  check  off  and  determine  what  grades  there 
are  that  you  make  exclusively.  You  know  that  as  the  president  of 
this  company,  do  you  not? 

Mr.  Babst.  As  to  grades,  yes;  that  can  be  done,  and  I  shall  be  very 
glad  to  do  it. 

The  Chaibman.  Now,  can  you  not  tell  me  the  amounts  you  hare 
sold  of  each  of  those  special  grades  from  October  1,  we  will  say,  to 
December  15,  and  the  prices  for  which  you  have  sold  them  ? 

Mr.  Babst.  It  can  be  done.  I  should  like  to  give  here  and  nov 
the  number  of  pounds  and  our  gross  profit  and  the  per  cent  of  each 
grade  to  the  total  business  of  all  of  these  special  grades  for  which 
you  are  asking  for  the  quarter  ending  September  29,  and  referring 
to  the  months  of  July,  August,  and  September. 

Senator  Lodoe.  Miiny  of  these  different  grades  come  within  the 
granulated  suffar  price  list? 

Mr.  Babst.  They  do ;  but  the  whole  matter  has  been  very  much  ex- 
aggerated, and  is  really  small  talk,  for  the  reason  that  I  have  previ- 
ously given,  that  every  refiner  in  the  United  States  knows,  including 
Mr.  Spreckels,  that  the  refiner  that  puts  his  sugar  in  a  barrel  is  to- 
day making  a  larger  net  profit  out  of  it  than  if  he  puts  it  in  a 
package. 

The  Chaibman.  Will  you  give  us  the  figures  I  have  called  for! 

Mr.  Babst.  I  will  give  you  anything  and  everything  you  desire  to 
have  which  we  have. 

The  Chairman.  I  have  called  for  these  figures  embraced  in  mj 
question  and  I  desire  them.    I  want  to  ask  you  if  it  is  not  true  that 
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since  October  1  your  company  has  persistently  insisted  thnt  custom- 
ers desiring  sugar,  granulated  sugar,  shall  take  a  part  of  their  order 
in  these  other  varieties  of  sugar  that  we  have'  been  discussing? 

Mr.  Babst.  The  other  varieties  being  package  sugar! 

The  Chairman.  Package  sugar. 

Mr.  Babst.  Especially  in  2-pound  and  8}-pound  cartons! 

The  Chairman.  Yes. 

Mr.  Babst.  Is  that  exactly  what  you  want! 

The  Ciiair3ian.  That  is  the  question. 

Mr.  Babst.  I  wish  to  say  that  all  refiners 

The  Chairbian.  I  did  not  ask  you  that. 

Mr.  Babst.  All  refiners  put  out  sugar  in  package  form,  corre- 
sponding tp  different  sizes  of  packages  to  the  American  Sugar  Be- 
fining  Co. 

The  Chairman.  I  did  not  ask  you  that. 

Mr.  Babst.  I  will  give  you  the  whole  story.  I  am  anxious  to 
do  so. 

The  Chairman.  I  know  you  are  anxious  to  tell  the  whole  story,  but 
I  am  anxious  to  drive  to  a  certain  point.  We  want  to  get  through 
with  you.  We  like  you,  but  we  want  to  get  through  with  you  some 
time  and  go  to  somebody  else. 

Mr.  Babst.  There  are  many  matters  here  which  you  must  hear 
from  me  about,  which  you  have  been  questioning  mo  about; 

The  CiiAiR3f AN.  We  will  hear  from  you  very  much  more  pleasantly 
if  you  will  answer  the  questions.  I  ask  you — and  I  must  insist  tliat 
vou  answer  the  question — whether  you  have  insisted  upon  customers 
buying  these  package  sugars,  taking  part  of  their  orders  in  these 
package  or  special  brands  of  sugar! 

Mr.  Babst.  We  have. 

The  Chairman.  General  instructions  of  that  kind  have  been  given 
to  your  agents?    Is  not  that  true? 

Mr.  Babst.  We  have  done  everything  possible  to  put  our  sugars, 
especially  granulated  sugar,  in  2  and  3^  pound  cartons  and  cotton 
baofs  into  the  hands  of  the  wholesale  and  retail  trade. 

The  Chairman.  In  other  words,  if  a  wholesaler  came  to  you  want- 
ing a  certain  quantity  of  granulated  sugar  in  barrels  or  in  100- 
pound  sacks,  you  would  try  to  arrange  it  so  that  he  would  have  to 
take  a  part  of  his  order  in  these  small  packages? 

ilr.  Babst.  Wc  did  so  arrange  it  on  every  possible  occasion,  and 
the  only  regret  I  have  is  that  I  have  not  insisted  it  should  be  done  in 
a  larger  percentage  of  cases  than  it  was  actually  done. 

The  Chairman.  When  you  sold  granulated  sugar  in  pound  pack- 
ages, at  what  price  did  you  sell  it  since  October  if 

Mr.  Babst.  We  have  not  such  a  thing  as  a  pound  package  of 
Domino  granulated  sugar,  although  several  other  refiners  have.  Wo 
have  at  Philadelphia  one  refinery  which  has  put  out  a  1-pound  carton 
of  granulated  sugar. 

Tlie  Chairman.  Very  well.  What  have  you  been  selling  that  at 
since  October  1 ! 

Mr.  Babst.  This  is  the  only  1-pound  carton  that  we  have,  and  that 
is  at  Philadelphia,  and  we  have  been  selling  that  at  a  gross  differen- 
tial of  50  cents  a  hundred  pounds,  or  half  a  cent  a  package  more  than 
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if  the  same  sugar  were  put  in  a  barrel,  and  our  gross  profit  on  all 
of  our  sales  of  this  particular  package  before  we  deduct  delivcir. 
selling,  and  administrative  expenses  for  the  months  of  July,  Augn^ 
and  ^ptember  was  $123.69. 

The  Chairman.  Then  you  made  a  good  deal  of  effort  without  mudi 
result  on  that? 

Mr.  Babst.  We  made  no  effort  to  speak  of  on  the  1-pound  carton, 
but  we  have  made  a  great  deal  of  effort  on  the  2-pound  and  3|-pound 
cartons. 

The  Chairmak.  Give  us  the  same  facts  in  regard  to  the  2  and  the 
3|  pound  cartons  and  all  of  the  other  varieties  of  this  package  sugar. 

Mr.  Babst.  I  am  not  speaking  entirely  of  the  manufiicturing  profit 
per  hundred  pounds  on  carton  and  bag  sugar. 

The  Chairman.  I  am  not  asking  you  for  manufacturer's  profit.  1 
am  not  going  into  the  question  of  the  manufacturer's  profit.  I  want 
to  know  how  much  of  these  sugars  in  these  packages  you  put  on  the 
market  and  what  the  price  was  you  charged  for  them.  That  is  a 
very  simple  problem,  and  you  can  either  answer  it  or  you  can  not 

Mr.  Babst.  I  can  answer  as  to  a  great  many  of  the  details  that  you 
have  asked,  but  not  as  to  all.  I  can  answer  as  to  the  three  months 
of  July,  August,  and  September. 

The  Chairman.  I  do  not  want  July,  August,  and  September.  I 
want  October,  November,  and  December. 

Mr.  Babst.  I  can  not  produce  it,  for  the  reason  that  I  have  already 
stated  a  number  of  times.    I  have  not  that  information  here. 

The  Chairman.  That  is  the  period  of  time  when  this  sugar  short- 
age was  on,  or  approximately  so,  and  that  is  what  I  am  concerned  in. 

Senator  Jones.  Why  did  you  press  these  package  sugars? 

Mr.  Babst.  We  have  pressed  these  package  sugars  for  the  simple 
reason  tha^t  when  we  were  under  conditions  quite  similar  to  what 
occurred  in  the  fall  months,  namely  in  the  last  half  of  Febniary. 
and  in  the  months  of  April  of  last  year,  which  conditions  in  the 
sugar  market  are  fully  described  in  this  report  to  our  stockholder^, 
we  found  we  could  succesfuUv  prevent  sugar  hoarding  by  consumers, 
and  gain  a  very  wide  distribution  for  our  sugars  in  the  wholesal? 
and  especially  in  the  retail  stores,  by  putting  our  sugars  out  in 
small  cartons  and  bags  of  2  and  3^  pounds. 

The  Chairman.  How  much  did  the  price  advance  in  these  carton 
sugars  from  the  basic  price? 

Mr.  Babst.  We  have  a  fixed  differential  from  the  base  price,  just 
as  we  are  permitted  to  have  under  the  terms  of  the  contract  with  the 
Food  Administration.  It  amounted  in  various  packages  and  ba^fs, 
depending  on  their  size,  as  follows 

The  Chairman.  Speaking  now  of  prices  since  October  1. 

Mr.  Babst.  Of  course,  I  can  not  do  anything  since  October  1.  I 
can  give  you  the  differential  since  then. 

Senator  Vardaman.  Can  you  tell  the  price  now  of  these  sugars? 

Mr.  Babst.  I  can  exactly.  Our  basic  nrice  was  8.15  at  New  York. 
Boston,  Philadelphia,  to  wholesalers.  We  have  a  differential  of  4'^ 
cents  a  hundred  pounds  on  2,  3J,  and  5  pound  bags  and  cartons. 
We  have  a  differential  of  30  cents  a  hundred  pounds  on  10-poiind 
cartons  and  bags,  and  a  differential  of  20  cents  a  hundred  pounds  on 
25  and  50  pound  cotton  bags. 
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The  Chairman.  Can  you  tell  us  the  amount  of  those  sugars  which 
you  sold,  the  amount  of  each  varietjr,  since  October  1,  and  if  you  can 
not  tell  it  now,  will  you  get  us  the  ngures,  and  send  them  here  ? 

Mr.  Babst.  I  can  not  tell  you  now,  but  I  can  get  them  and  send 
them  here. 

The  Chairman.  And  will  you  do  so? 

Mr.  Babst.  And  I  wish  to  state  that  this  size  packages  are  the 
regular  size  packages  and  bags  which  have  been  in  the  industry  for 
many  years.    There  has  been  no  change. 

Senator  Lodge.  Generally  used. by  all  refiners? 

Mr.  Babst.  Exactly,  and  on  the  same  differentials  that  I  have  men- 
tioned.  It  is  perfectly  true,  Senator  Lodge,  that  we  have  made  a 
special  effort  to  send  these  small  2  and  3^  pound  cartons  out  into 
tne  trade  at  this  time  in  order  to  gain  a  wide  distribution  of  those 
sugars.  Bather  than  send  a  barrel  of  350  pounds  into  a  grocery 
store,  we  have  been  able  to  send  a  case  of  120  pounds,  so  that  we 
could  get  three  cases  of  sugar,  the  equivalent  of  one  barrel,  to  three 
grocery  stores,  whereas  if  you  put  it  in  barrels,  it  would  go  into  one 
grocery  store;  and  during  these  periods  of  great  demand,  when 
everybody  wanted  a  little  sugar,  we  have  made  every  possible  effort 
to  put  out  our  sugars  in  the  smallest  possible  form  of  packages,  so 
as  to  gain  wide  distribution.  These  sugars  are  sold  by  the  retailers  in 
large  part  at  the  same  price  as  if  they  came  out  of  a  barrel  and  were 
put  into  a  paper  bag.  I  have  here  a  tabulation  of  6,125  retail  stores 
m  25  States  of  this  country  for  the  week  ending  October  27,  1917, 
from  which  it  appears  that  out  of  the  6,125  stores  selling  the  domino 
p-anulated  sugar  4,979  of  them  were  selling  their  package  sugar  at 
the  same  price  or  lower  than  they  were  selling  bulk  sugar.  In  the 
State  of  Massachusetts  there  is  a  tabulation  of  466  such  stores,  of 
which  356  were  selling  to  the  consumers  at  the  same  price  or  lower 
than  they  were  selling  the  bulk,  loose  sugar  out  of  the  barrel. 

Senator  Vardaman.  Why  would  they  sell  it  at  a  lower  price? 

Mr.  Babst.  Because  the  retail  grocer  can  afford  to  pay  this  differ- 
ential which  we  put  on  these  small-sized  packages  and  sell  the  pack- 
ago,  handle  it,  at  the  same  price>)r  at  less  than  he  can  by  the  barrel, 
where  he  has  to  scoop  it  out  of  the  barrel  350  times,  if  he  is  selling 
in  1-pound  bags,  where  he  has  to  weigh  his  sugar  in  the  scoop  on  the 
scale,  and  where  he  has  to  take  the  sugar  then  and  put  it  into  a  paper 
bag  and  tie  it  up  with  a  string  and  pile  it  up.  When  he  counts  his 
time,  his  cost  of  paper  bags,  his  string,  and  the  loss  which  he  has 
in  the  weighing;  when  he  counts  the  loss  of  sugar  in  scooping  it  out, 
the  dripping  and  the  spillage,  and  sells  his  empty  barrel,  he  finds 
more  dollars  in  his  pocket  after  he  has  sold  175  2-pound  cartons, 
paying  the  differential  of  40  cents  a  hundred,  than  when  he  buys  a 
barrel  of  850  pounds  and  makes  the  packages  up  in  his  own  way  by 
hand. 

The  Chairman.  Is  it  not  a  little  astonishing  that  with  all  these 
advantages  and  with  all  these  grocery  stores  preferring  that  kind 
that  you  have  to  try  to  force  this  particular  kind  of  sugar  on  the 
trade  and  make  them  take  it  during^  the  sugar  famine? 

Mr.  Babst.  We  have  had  at  all  times  a  very  large  business  in  this 
particular  kind  and  character  of  package  sugar.  y7e  did,  however, 
make  especial  efforts  at  this  time  for  the  reasons  given,  and  I  know 
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of  no  more  effective  single  step  which  we  have  taken  to  gain  wid 
distribution  for  our  sugars  during  the  sugar  shortage  than  the  dk 
tribution  of  sugars  in  small  pacltagcs. 

The  CuAiBMAN.  AVhen  was  your  company  licensed  to  do  a  jobber 
business 'if 

Mr.  Badst.  We  need  no  license  to  do  such  a  business,  as  far  as  w 
know,  and  we  have  no  such  license. 

The  Chairman.  Did  you  not  have  a  jobber's  license  from  the  Foo 
Administration,  No.  F2041? 

Mr.  Babst.  We  did  not.  The  license  number  which  you  have  gire 
is  the  regular  and  only  license  which  we  have  as  a  sugar  refiner 
although  I  know  there  has  been  small  talk  of  the  character  of  whic 
you  speak  which  has  been  spread  out  over  this  country. 

The  CiiAiKMAX.  Have  you  not  a  license  as  a  jobber! 

Mr.  Babst.  AVe  have  not,  and  we  do  not  need  any,  so  far  as 
know. 

The  CHAinMAN.  Have  you  not  been  en^ged  in  selling  directly  \ 
the  retail  trade  in  New  York  City  and  domg  it  extensively  ? 

Mr.  Babst.  We  have  always  been  engaged  more  or  less  in  doin 
business  with  the  retail  trade  in  New  York  City  and  are  becomid 
more  and  more  extensively  engaged  in  that  business  and  expect ! 
extend  it  as  far  as  we  possibly  can  in  the  metropolitan  district  ( 
New  York  City. 

The  Chairman.  You  say  this  is  small  talk.  I  can  not  at  th 
moment  lay  my  hand  upon  the  information,  but  in  some  one  of  the- 
official  publications  of  the  su^ar  business  the  statement  is  made  th 
you  had  a  jobber's  license.     You  say  that  you  have  not. 

Mr.  Babst.  We  have  not;  and  the  publication  to  which  you  refi 
I  know  very  well,  and  it  is  unofficial,  and  it  is  unreliable. 

The  Chairman.  You  say  you  have  not  such  a  license? 

Mr.  Babst.  We  have  not,  and  we  have  not  asked  for  any  and 
do  not  need  any. 

The  CiiAiR^kiAN.  There  is  just  one  other  matter  that  I  desire 
refer  to.    Has  the  cost  of  sugar  advanced  greatly  since  the  year  1 
or  has  the  increased  cost  of  wagQ§  and  expense  been  offset  by  i 
provements  in  machinery  and  organization  ? 

Mr.  Babst.  Can  you  not  bring  it  down  within  a  period  since 
have  been  connected  with  this  industry? 

The  Chairman.  If  you  can  not  answer  that  question,  I  shall  wi 
draw  it. 

Mr.  Babst.  I  would  like  to  say  that  the  cost  of  refining  has  great 
increased  since  I  have  been  related  to  this  industry,  and  especial 
during  the  last  two  years,  and  markedly  in  the  last  year.  I  have 
table  nere  which  shows  the  increases  in  the  various  supplies  whi 
are  indispensable  to  the  refining,  packing,  and  distributing  of  s\\§ 
This  table  we  published  in  our  bulletin,  known  as  the  Americ 
Sugar  Bulletin,  on  July  20, 1917,  and  it  is  entitled  "A  table  showi 
rehitive  increases  of  current  market  prices  on  June  15,  1917,  ovi 
those  of  January  1, 1916,  and  materials  used  by  sugar  refiners." 

The  Chairman.  That  was  back  only  one  year. 

Mr.  Babst.  Yes. 

The  Chairman.  That  would  not  serve  my  purpose. 

Mr.  Babst.  It  would,  however,  be  very  illustrative  of  the  incrca 
in  the  cost  to  refiners  in  all  of  their  operations. 
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The  Chairman.  You  may  file  it  with  the  committee.  I  have  one 
[hing  further  to  ask  you.  Did  you  issue  a  bulletin  to  the  American 
people  asking  them  to  observe  candy  day  on  October  7  or  perhaps 
Dctober  6? 

Mr.  Babst.  Here  is  the  circular.   I  have  it  here  in  the  file. 

The  Chairman.  You  put  the  circular  in  the  packages  of  sugar  you 
sent  out  and  used  it  somewhat  extensively,  did  jou  not? 

Mr.  Babst.  That  particular  advertisement — it  is  not  a  bulletin — ^to 
which  you  refer  was  put  out  in  no  way  and  at  no  place  and  was  con- 
nected with  no  other  thing,  whether  package  or  otherwiscj  than  as 
fou  see  it  upon  the  back  of  that  single  number  of  that  bulletm,  which 
goes  to  about  6,000  wholesale  grocers  and  manufacturers. 

Senator  Varoaman.  What  is  it? 

The  Chairman.  I  shall  put  it  in  evidence.  It  is  under  date  of 
September  21,  1917.  There  are  the  words  "  American  Sugar  Eefin- 
ing  Co.**  Below  that  there  is  a  picture  of  a  child  holding  a  sphere  in 
her  hand,  emblazoned  with  the  words  "  Nation-wide  Canay  Day^ 
Saturday,  October  6.  Bemember  to  take  home  box  of  candy."  Then 
below  that  there  is  the  following  [reading]  : 

Tbe  manufacturing  confectioners  of  the  United  States  are  cooperating  in 
Informing  tbe  public  as  to  the  value  of  good  candy  in  the  diet.  To  aid  this 
campaign,  Saturday.  October  6,  is  set  apart  as  a  national  candy  day,  to  draw 
psrticular  attention  to  this  excellent  energy  food. 

Amebican  Suoab  Refining  Go. 

Tbe  most  complete  line  of  sugar  in  America. 

Senator  Vardaman.  That  was  issued  for  the  purpose  of  sweeten- 
ing this  embittered  world,  was  itt 

Mr.  Babst.  That  is  a  task  on  which  we  have  been  enga^d  for 
many  years.  I  would  like  to  say  that  this  particular  advertisement 
was  put  on  the  back  of  our  bulletin,  going  to  the  wholesale  grocery 
trade. 

The  Chairman.  I  do  not  think  we  need  spend  any  more  time  with 
that. 

Mr.  Babst.  It  is  quite  important,  because  it  led  to  a  very  important 
outcome.  The  establishment  of  a  candy  day  by  the  National  Con- 
fectioners had  occurred  in  1916,  and  this  was  a  proposed  second  cele- 
hration  of  such  day  by  them.  In  our  cooperation  with  our  confec- 
tionery customers  this  advertisement  was  printed  on  our  bulletin  of 
September  21  by  our  advertising  department.  As  soon  as  this  bulle- 
tin came  to  my  notice,  after  it  was  printed,  which  was  the  first 
knowledge  I  had  either  of  the  advertisement  or  of  the  fact  that  the 
wnfectioners  of  the  country  were  going  to  celebrate  a  candy  day, 
nearly  a  month  from  the  time  of  this  publication,  I  immediately 
took  steps  personally  to  get  in  touch  with  some  of  these  confection- 
ers, in  order  to  call  their  attention  to  the  fact  that  the  celebration 
of  candv  day  this  year  was  extremely  inappropriate  and  inadvisable. 
Mr.  Bolph,  the  head  of  the  sugar  division  of  the  food  administra- 
tion, also  saw  this  advertisement,  and  he  spoke  to  me  about  it  at 
once  with  considerable  surprise,  as  he  knew  nothing  of  such  a  pur- 
I'ose.  As  a  result  of  this  aavertisement  coming  out  so  far  in  advance 
of  the  date  to  be  celebrated 

The  Chairman.  How  much  in  advance,  now,  is  it?  What  is  the 
date  of  the  advertisement  ? 
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Mr.  Babst.  September  21 ;  and  the  day  was  to  be  October  6. 

The  Chairman.  That  is  a  great  while,  is  it  not — ^two  weeks? 

Mr.  Babst.  Two  weeks.  As  a  result  of  this  advertisement  coming 
out  so  far  in  advance  of  the  date  to  be  celebrated,  the  confectioners 
of  the  country — and,  it  is  my  recollection,  under  instruction  or  ad- 
vice of  the  food  administration  itself — ^immediately  advised  all  of 
their  merfibers  to  abandon  the  proposed  celebration.  We  received  the 
following  teleOTam  from  the  chairman  of  the  National  Confectioners' 
Association  of  the  United  States  [reading] : 

EiXHiBiT  No.  54. 

St.  liOuis,  Mo.,  October  5,  1917. 
The  Amebtcan  Sugab  Refinfnq  CJo., 

117  Wall  Street,  New  York  City: 

In  response  to  wishes  of  Mr.  Hoover,  nnd  to  sbow  proper  spirit  of  coopera- 
tion with  his  efforts  in  conserving  sugar  shortage,  the  confectioners  throoghoot 
the  United  States  were  requesteii  by  wire  to  discontinue  further  activities 
and  publicity  relative  to  nation-wide  candy  day;  also  press  notices  In  local 
papers  were  published  calling  attention  to  Mr.  Hoover's  wishes  and  diseontlDQ- 
ance  of  candy  festivities.  An  exceUent  spirit  of  cooperation  has  been  shown 
from  all  sources. 

National  Confectionebs*  Association  of  the  United  States, 
V.  L.  Pbice,  Chairman. 

The  Chairman.  Now  let  us  close  the  incident.  I  do  not  want  to 
take  up  more  time  with  it.  I  just  wanted  to  know  if  you  published 
the  advertisement.  It  appears  that  Mr.  Price  is  the  man  who  coun- 
termanded it.  Let  me  ask  you  one  other  question.  How  many  French 
contracts  for  sugar  did  you  cancel  in  the  year  1917? 

Mr.  Babst.  llone. 

The  Chairman.  Are  we  in  dispute  now  about  the  term  "cancel''! 

Mr.  Babst.  No;  we  are  in  dispute  about  the  fact.  I  did  say  to 
Mr.  Spreckels,  exactly  as  he  testified — and  I  think  that  is  the  only 
point  on  which  I  could  give  any  testimony  which  would  be  in  agree- 
ment with  Mr.  Spreckels's  testimony — that  we  had  looked  over  the 
contract  which  we  held  with  the  British  Royal  Commission  for  sugar 
still  unlisted  for  France,  and  that  in  view  of  the  great  need  for  sugar 
in  this  country  and  of  the  fact  that  the  sugar  under  the  contracts 
taken  during  the  months  of  June  and  July  were  still  on  hand  in  oar 
warehouses  on  November  15,  for  which  no  ships  had  been  declared, 
that  we  proposed  to  cancel  these  contracts  and  distribute  these  sugars, 
amounting  to  6,000  tons  held  at  Philadelphia  and  2,000  tons  held  at 
New  York. 

The  Chairman.  Did  you  cancel  the  contract? 

Mr.  Babst.  We  did  not  cancel  the  contracts;  as  a  matter  of  fact 
we  still  owe  this  sugar  to  the  British  Royal  Commission,  merely 
having  postponed  the  date  of  delivery,  so  tnat  we  will  fill  our  con- 
tract from  the  new  crop  Cuban  to  arrive  after  January  31. 

The  Chairman.  What  did  you  do  with  this  sugar  that  you  had  on 
hand  for  France?    Did  you  dispose  of  it? 

Mr.  Babst.  We  gave  a  large  part  of  the  6,000  tons  held  at  Pbik* 
delphia  to  the  United  States  Army  and  Navy  and  2,000  to  the  Bel- 
gian Belief  and  the  Red  Cross,  from  New  York.  Whatever  balance 
was  left  we  distributed  from  day  to  day  in  small  quantities  to  our 
trade  out  of  Philadelphia  and  New  York. 
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The  Chaducak.  As  a  matter  of  fact,  you  were  selliDg  sugars  right 
along  to  the  Armj  and  Navy,  were  you  not  ?  And  right  along  to  the 
Bed  Cross,  and  right  along  to  the  Belgian  Belief  Committee  T 

Mr.  Babst.  Yes. 

The  Chaibman.  And  right  along  to  the  seneral  public  ? 

Mr.  Babst.  Yes;  bv  reason  of  the  fact  that 

The  Chairman.  Well,  you  were  selling  them  ? 

Mr.  Babst.  You  have  asked  a  very  special  question,  and  I  would 
like  to  ffive  you  a  complete  answer. 

The  Chaibman.  I  do  not  care  for  any  detail  about  it.  You  were 
selling;  them,  and  these  particular  sugars  that  had  been  contracted 
for  France  you  did  not  deliver  to  France,  and  you  have  consumed 
them,  and  I  do  not  say  in  any  improper  way  and  have  not  so  inti- 
mated  

Mr.  Babst.  But  it  has  been  intimated  in  a  very  improper  way  by  a 
witness  who  testified  to  this  incident. 

The  Chaibman.  Not  at  all;  nobody  intimated  it — and  you  exjpect 
to  supply  the  sugars  to  fill  those  contracts  out  of  the  new  crop.  That 
is  the  size  of  the  whole  thin^,  is  it  not? 

Mr.  Babst.  That  is  a  perfectly  proper  statement,  but  the  incident 
has  been  spread  on  this  record  in  an  entirely  improper  manner,  lead- 
ing to  an  entirely  wrong  and  improper  innuendo  and  reflection  upon 
the  American  Sugar  Refining  Co. 

The  Chairman.  You  are  supersensitive.  The  question  is  whether 
these  things  have  been 

Mr.  Babst.  There  is  a  letter  in  this  record  which  I  think  most  men 
would  feel  some  degree  of  supersensitiveness  about,  relating  to  this 
very  matter. 

The  Chaibman.  Now,  will  you  tell  me  to  what  extent  your  com- 
pany handles  sirups? 

Jlr.  Babst.  We  have  the  refiner's  sirups,  as  do  all  refiners  of  the 
United  States. 

The  Chaibman.  I  do  not  doubt  that.  To  what  extent  do  you 
handle  them? 

Mr.  Babst.  To  the  extent  of  between  9,000,000  and  10,000,000 
gallons  a  year. 

The  Chaibman.  Did  you  make  any  sugars  into  sirups  after  Oc- 
tober 1  ? 

Mr.  Babst.  Certainly  we  did,  because  we  operated  some  refineries 
after  October  1.     You  can«not  make  sugar  without  making  sirup. 

The  Chaibman.  Did  you,  in  addition  to  the  sirups  which  are  the 
by-product  of  sugar  refining— I  will  treat  it  that  way — ^melt  sugar 
to  make  sirups  direct,  after  October  1  ? 

Senator  Jones.  You  mean  granulated  sugars? 

The  Chaibman.  Any  kind  of  sugars. 

Mr.  Babst.  We  have  melted,  as  I  have  already  testified,  51,812 
Ions  of  sugar  from  October  1  to  December  15,  and  of  course  as  a 
manufacturing  result  we  have  made  a  considerable — ^we  have  made 
the  ordinary  refiner's  sirup,  to  what  exact  amount  I  do  not  know. 

The  Chaibman.  Is  that  the  only  way  you  have  made  sirup,  in 
that  way,  as  a  by-product  of  your  refineries,  since  October  1  ? 

Mr.  Babst.  We  continually  are  making  sirups  as  a  part  of  onr 
manufacturing  process,  and  make  various  grades  of  sirup,  differ- 
ent kinds,  and  sell  it  in  different  ways. 
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The  Chairhan.  There  is  not  any  use  of  you  and  I  fencing  ic 
this  manner. 

Mr.  Babst.  If  you  will  tell  me  what  you  want  I  will  answer. 

The  Chairman.  I  have  told  you  in  very  plain  language.  I  asked 
you  if  you  made  sirups  and  you  said  you  always  made  sirups  when 
you  made  sugars.  I  asked  you  then  if  you  had  made  any  sirups 
except  those  that  were  by-products  of  the  sugar  manufacture  since 
OctoDer  1.    You  can  answer  that 

Mr.  Babst.  So  far  as  I  know,  we  have  made  nothing  unusual 
since  the  1st  of  October. 

The  Chairman.  That  is  not  it  If  you  have  made  any  sirups 
since  October  1,  except  those  sirups  which  you  necessarily  made  or 
produced  as  a  by-product  when  you  were  melting  sugar — refining 
sugar — is  the  question. 

Mr.  Babst.  We  make  another  product  which  is  known  as  invert 
sugar,  as  a  regular  part  of  our  business,  which  might  be  covered  by 
your  question  and  described  as  a  sirup.  Is  that  what  your  question 
means! 

The  Chairman.  Very  well;  invert  sirup.  Is  it  something  like 
sirup? 

Mr.  Babst.  Oh,  yes;  very  much  like  sirup. 

The  Chairman.  An  ordinary  farmer  like  myself  would  take  it  for 
ordinary  sirup  f 

Mr.  Babst.  You  would  take  it  for  something  better  than  sirup. 

The  Chairman.  You  make  it  out  of  what! 

Mr.  Babst.  Out  of  sugar. 

The  Chairman.  And  to  what  extent  have  you  made  that  since 
October  1, 1917? 

Mr.  Babst.  Our  capacity  for  invert  sugar  is  about  10  barreb  a 
day. 

The  Chairman.  Your  capacity? 

Mr.  Babst.  And  in  any  event  it  can  not  have  exceeded  that  amount 
mnd  undoubtedly  the  accurate  figures  will  show  that  it  was  very 
much  less. 

The  Chairman.  So  that  you  have  not  made  any  unusual  amoimt 
anyway,  of  sirup? 

Mr.  Babst.  We  could  not,  Senator  Heed.  It  is  a  manufacturing 
impossibility. 

Senator  Vardaman.  How  is  that  made^  Mr.  Babst? 

Mr.  Babst.  I  do  not  believe  I  am  enough  of  a  technical  sugar 
refiner  to  give  you  a  character  or  definition  of  an  invert  sugar  which 
would  not  cause  some  of  my  more  experienced  competitors  who  are 
now  in  the  room  to  be  somewhat  amused.  It  is,  however,  generally 
speaking,  a  sugar  which  by  an  acid  process  has  been  inverted  into 
liquid  form,  and  when  it  is  inverted  its  power  of  crystallization  has 
been  taken  away  from  it.  It  is  very  valuable  in  certain  grades  of 
confectionery  work,  such  as  fillers  and  creams  and  nut  work,  and  it 
is  extremely  useful  in  the  mixing  of  table  sirups,  such  as  maple 
simps  and  sugar  sirups  and  corn  sirups,  and  in  giving  to  them  the 
liquid  and  flexible  character  which  will  prevent  all  of  the  product 
with  which  it  is  mixed  from  recrystallizing.  It  is  quite  like  glycer- 
ine in  color  and  consistence,  and  very  often  is  substituted  for 
glycerine. 


8H0BTAGE  OF  6T7GAB.  265 

The  Chairman.  You  have  now  described  very  accurately  the 
process  of  using  instead  of  making  it,  but  I  think  it  is  utterly  im- 
material. 

Senator  Vardaman.  I  asked  the  question  about  that  purely  for  my 
own  information. 

The  Chairman.  I  do  not  mean  to  criticize  you,  Senator,  in  any 
way. 

Senator  Vardaman.  I  Icnow. 

Mr.  Babst.  I  think  I  said  it  was  a  granulated  sugar  which  we 
inverted  by  an  acid  process,  to  which  heat  was  applied  and  after- 
wards it  was  clarified. 

The  Chairman.  Yes.  Can  you  tell  me  how  many  tons  of  sugar 
you  have  turned  over  to  tlie  Koyal  Sugar  Commission  since  June  ? 

Mr.  Babst.  We  already  have  given  it  to  you  since  the  1st  day  of 
January.  1917. 

The  Chairman.  That  is  enough,  sir;  continue.  I  did  not  under- 
stand that  was  given. 

There  was  a  memorandum  handed  me  here,  but  I  have  no  further 
questions. 

Mr.  Babst.  In  that  connection  I  wish  to  state  that  it  has  been 
the  policy  of  the  American  Sugar  Refining  Co.  to  sell  no  sugar  to  any- 
one in  the  world  except  the  allies  of  the  United  States,  and  during 
the  year  1917,  out  of  our  total  exports,  amounting  from  January  1 
to  October  31,  1917,  to  121,000  tons,  we  actually  did  send  102,000 
tons  to  the  royal  commission  on  the  sugar  supply.  What  little  sugar 
went  to  neutral  countries,  including  especially  the  sugar  which  went 
to  Norway,  amounting  to  2,900,000  tons,  was  taken  at  the  end  of  the 
year  1916  through  the  firm  of  A.  H.  Lambom  &  Co.,  and  more  than 
four  months  before  this  country  declared  war  on  Oermany. 

Senator  Vardaman.  Mr.  Chairman,  if  you  are  through,  I  think  we 
misrht  adjourn. 

The  Chairman.  We  have  one  gentleman  here  who  wants  to  be 
heard  so  that  he  can  return  to  New  York  this  evening.  We  will  hear 
you,  Mr.  Lemkau. 

TESTIMOinr  OF  HE.  J.  H.  WALTEB  lEMEATJ,  96  WALL  STBEEI, 

HEW  YOEK  CITY. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  You  have  handed  me  here  two  letters  which  con- 
tain a  statement  that  you  have  made  with  reference  to  some  of  the 
matters  in  controversy.  I  want  to  ask  you  if  the  statements  in  those 
letters  are  true  to  the  best  of  your  knowledge  and  belief? 

Mr.  Lemkau.  They  are. 

The  Chairman.  Thejr  simply  have  to  do  with  the  sugar  situation. 
I  did  not  want  to  put  in  testimony  that  was  entirely  unsupported. 

Mr.  Babst.  Do  they  in  any  way  contradict  the  testimony  I  have 
given  here? 

The  Chairman.  I  do  not  know,  sir. 

Mr.  Babst.  May  I  see  them? 

The  Chairman.  We  are  not  trying  you.  They  are  not  a  part  of 
a  case.  There  is  no  reflection  on  you.  You  are  not  mentioned,  that 
I  know  of.  If  you  are,  the  letters  will  be  here  in  the  record  and  you 
can  see  tii^m  to-morrow  or  next  day. 
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Mr.  Lemkau.  May  I  say  a  word  on  that,  Senator! 

The  Chaibman.  Ye& 

Mr.  Lemkau.  There  is  no  reflection  in  that  letter  on  Mr.  Babst 
There  is  no  reflection  on  anyone.  It  is  a  condition  that  is  mentioned 
I  think  the  importers  should  have  some  representation  on  the  com- 
mission. If  we  importers  do  not  have  representation,  we  can  not 
give  the  public  sugars  as  cheaply  as  I  think  they  ought  to  get  them. 
and  it  is  only  right  that  we  should  have  representation. 

Mr.  Babst.  Is  there  any  reflection  on  the  American  Sugar  Befining 
Co.  there? 

Mr.  Lemkau.  No,  sir. 

(The  letters  presented  by  Mr.  Lemkau  are  here  printed  in  full,  as 
follows:) 

Exhibit  No.  55. 

[J.  H.  Walter  Lemkau,  Molasses,  Bice,  Sugars,  and  Slrop,  96  Wall  Street  United  Sutps 
Food  Administration  License  No.  P  0011.  Cable  address:  Syrupman.  Member  N€« 
York  Coffee  &  Sugar  Exchange  (Inc.),  New  York.    Telephone  1881  John.] 

New  York,  December  17,  1911. 
Hon.  James  A.  Reed, 

United  States  Senate,  Washinpton,  D,  O. 

Deab  Sib:  I  sent  you  a  wire  this  morning,  of  which  I  Inclose  yon  a  copy, 
which  speaks  for  Itself.  I  hestiated  in  sending  this  to  you  on  account  of  newi^' 
paper  articles  that  I  saw  given  out  by  Mr.  Hoover  on  Saturday  for  the  reason 
it  may  be  construed  I  am  sore  at  the  administration  and  have  an  ax  to  grind 
and  therefore  wish  to  go  on  record  and  state  here  in  this  letter  that  I  am  in 
hearty  accord  with  the  Food  Administration.  I  believe  that  Mr.  Hoover  has 
done  a  great  work  and  that  every  citizen  should  support  the  movem^it  but  I 
also  believe  that  where  errors  have  been  made  and  where  inefficiency  has  been 
shown  the  public  should  be  at  liberty  to  expose  the  errors  so  they  can  be 
corrected. 

There  is  no  one  who  is  willing  to  do  more  for  the  administration  toid  wbo 
is  working  any  harder  to  support  it  than  I  am.  In  fact,  I  am  willing  to  forego 
all  my  profit  in  the  business  if  I  can  only  help  the  public  to  get  goods  in  my  line 
at  a  low  price,  but  believe  we  should  run  our  business  on  a  profitable  basis  so 
that  all  the  importers  can  make  a  small  profit  and  enable  them  to  support  tlie 
Government  and  help  win  the  war  by  having  a  sufficient  revenue  at  the  end  of 
the  year  which  they  can  give  back  to  the  Government  in  the  way  of  taxes. 

I  also  wish  to  state  that  Mr.  Rolph,  who  Is  chairman  of  the  sugar  committee 
here,  has  always  been  very  agreeable  toward  me  and  no  doubt  has  a  very 
heavy  burden  on  his  shoulders,  and  I  have  no  ax  to  grind  in  this  respect  ex- 
cept when  I  make  application  for  sugar  for  the  domestic  trade  I  get  no  response 
to  my  Inquiry,  and  it  has  been  difficult  for  me  to  get  hold  of  Mr.  Bolph,  and 
I  do  not  care  to  bother  him  a  great  deal  on  account  of  his  time  being  so 
taken  up. 

At  the  last  interview  I  had  with  Mr.  Rolph,  a  week  ago  Thursday,  I  told  him 
then  that  I  thought  the  importers  should  be  given  a  proper  line  to  operate  on.  as 
we  buy  our  sugars  from  the  same  source  as  the  refiners  do  and  practically  sell 
to  the  same  trade,  except,  being  raw  sugar,  we  sell  for  less  money,  and  the  trade 
we  sell  to  can  use  it  to  better  advantage  than  they  can  refined  sugars.  I  stated 
I  did  not  care  for  myself  personally,  but  had  people  who  needed  the  goods,  and 
If  the  business  can  only  be  put  on  a  profitable  basis  I  am  wUllng  to  set  aside 
capital  enough  to  do  the  business,  allow  the  Government  to  run  my  books,  and 
only  ask  for  the  actual  expenses  that  are  necessary  to  carry  on  the  business, 
and  the  balance  of  the  profit  I  would  give  to  the  Government  so  they  can  con- 
tinue the  war,  as  the  Government  can  not  fight  unless  it  gets  a  sufilcient 
revenue,  and  if  they  throttle  the  principal  business  they  certainly  can  not  ^^ 
any  revenue  from  these  firms.  Besides  that  the  importers  of  my  class  are  & 
help  to  the  community  in  getting  commodities  at  low  prices  so  the  cost  of 
living  can  be  reduced. 

I  only  mention  the  above  fact  to  you  and  make  the  same  tender  to  you,  as  a 
representatlye  of  the  United  States,  as  to  my  willingness  to  give  my  services 
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that  way  to  the  country.  I  do  this  so  that  you  and  all  the  people  can  under- 
stand I  did  not  wire  you  on  account  of  any  grievance  I  have  against  any  of 
those  connected  with  the  commission,  and  I  would  not  want  Mr.  Hoover  to  state 
in  a  letter  to  the  public  about  my  wiring,  the  same  as  he  did  about  Mr.^preckels*8 
testimony,  as  there  is  no  ulterior  motive  on  my  part  in  doing  so  excttt  for  the 
welfare  of  the  public  W 

There  is  absolutely  no  representation  of  the  importers  on  the  cbnmiisslon. 
The  United  States  members  are  all  refiners,  and  as  we  sell  to  the  same  public 
as  the  refiners  do,  except  at  lower  prices  than  they,  you  can  see  naturally  that 
the  more  we  sell  to  the  public  in  this  lyay  the  less  the  refiners  can  sell  and 
profit  ther^y.  If  the  refiners  are  so  well  represented  on  the  board  that  the 
public  have  no  voice  the  only  results  we  will  get,  naturally,  are  those  which  are 
in  the  interest  of  the  refiners.  ESvery  citizen  of  the  United  States  is  supposed 
to  be,  or,  if  not,  should  be,  a  member  of  the  National  Food  Administration,  and 
they  are  the  ones  who  are  vitally  interested  and  should  have  some  representa- 
tion. 

I  therefore  trust,  in  the  investigation  you  are  now  making,  you  will  bring 
forth  this  fact  so  you  can  help  not  my  firm  alone  but  also  the  entire  public  to 
cooperate  and  work  earnestly  with  the  United  States  Government  to  win  this 
war,  and  they  certainly  will  work  with  every  energy  if  they  know  that  the 
board  is  constituted  for  their  benefit  and  have  a  representative  on  it  who  is  not 
entirely  in  line  with  the  sugar-refinery  interests.  This  is  the  reason  why  I 
sent  you  my  wire  and  asked  if  you  could  not  give  us  some  assistance,  and  I 
will  be  very  glad  to  answer  any  questions  which  you  may  wish  to  put  to  me 
which  will  be  of  interest  to  the  country,  and  which  will  help  to  all^y  the  dis- 
tress in  the  minds  of  the  people  on  account  of  the  way  the  present  sugar  com- 
mittee is  constituted.  The  contents  of  my  wire  to  you  are  actual  facts  that 
occurred  to  me  which  I  have  proof  of,  and  as  I  have  been  unable  to  satisfy  a 
lot  of  my  clients  who  want  assistance  I  was  therefore  obliged  to  telegraph  you 
as  I  did,  and  wiU  gladly  testify  to  these  facts  and  others  showing  our  hardship 
to  get  results  and  our  rights. 
Yours,  very  truly, 

J.  H.  Walter  Lemkau. 


EiXHiBrr  No.  56. 

New  York,  Decemvir  17,  1917. 
Hon.  Senator  James  A.  Reed, 

United  States  Senate,  Washington,  D.  C: 

When  my  New  York  trades  were  in  distress  for  sugars  November  7  I  asked 
commission  the  privilege  of  buying  700  tons  Peru  centrifugal  offered  to  me  at 
5f  cents,  cost  and  freight,  so  I  could  relieve  their  sufferings.  Later  I  asked 
privilege  of  buying  450  tons  West  Indies  at  the  same  price,  and  was  offered 
considerable  more  sugar,  but  I  could  not  get  consent  of  commission.  Conse- 
quently did  not  buy,  sugars  eventually  selling  to  other  Country ;  but  while  my 
permission  was  before  Uiem  they  gave  another  firm  privilege  of  selling  same 
Rrade  of  s«gar  due  in  New  York  about  same  time  at  6.40  cents,  or  75  cents  a 
hundred  advance  over  my  price,  and  which  the  public  here  had  to  pay. 

We  importers  secure  our  sugars  from  the  same  source  as  refiners,  as  re- 
finers sell  to  same  trades,  only  we  sell  for  less  money.  Consequently  the  public 
benefit  through  us,  but  we  have  no  representation  on  the  commission  and  get  no 
results  in  our  application  for  sugars  or'  allowance  to  do  business  and  help  the 
public. 

Such  conditions  caused  the  famous  tea  parties  in  Boston,  which  created  the 
Oovemment  of  the  United  States,  and  I  believe  the  importers  should  be  allowed 
to  trade  at  a  limited  price  and  secure  representation  on  the  committee  so  they 
can  help  the  public.    Can  not  you  give  assistance? 

J.  H.  Walter  Lemkatt. 

The  Chair»ian.  If  that  is  all,  the  committee  will  now  adjourn. 
(Whereupon,  at  5.06  o'clock  p.  m.  the  subcommittee  adjourned  to 
meet  at  10.80  o'clock  a.  m.  to-morrow,  Thursday,  December  20, 1917.) 
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United  States  Senate, 
SuBOOMHrrrEE  of  the  Committee  on  Manufactures. 

WasJUngtony  Z>.  C. 

The  subcommittee  met,  pursuant  to  adjournment,  at  10.80  o'clock 
a.  m.,  in  the  room  of  the  Committee  on  Indian  Affairs,  Capitol,  Sen- 
ator James  A.  Eeed  presiding. 

Present:  Senators  Beed  (chairman),  Vardaman,  Jones  of  New 
Mexico,  and  Kenyon. 

teshmovt  of  ub.  eabl  d.  babst,  pbesident  of  the  AMEBI- 

,    CAN  SVGAB  BEFINDra  CO.,  NEW  TOBE  CITY— BeHtuned. 

The  Chairman.  Senator  Lodge  will  not  be  here  this  morning  and 
said  for  us  to  go  on,  so  that  we  will  proceed. 

Senator  Jones,  you  said  that  you  had  some  questions  you  wanted 
to  ask  the  witness. 

Mr.  Babst.  May  I  make  a  small  correction  ? 

The  Chairman,  Yes. 

Mr.  Babst.  I  want  to  point  out  that  I  put  my  finger  at  the  bottom 
of  the  wrong  column  in  one  place  yesterday  and  gave  on  tlie  old- 
fashioned  brown  sugars  for  the  months  of  July,  August,  and  Sep- 
tember the  wrong  figures.  Instead  of  being  145,280  pounds,  the 
figures  should  be  257,075  pounds;  but  the  amount  of  the  gross  manu- 
facturing profit  before  the  deduction  of  selling  and  administrative 
charges  was  the  same  figure,  $490.76.  I  assume  I  will  have  the  op- 
portunity of  correcting  this? 

The  Chairman.  If  you  only  make  that  much  money  on  all  the 
lump  sugars  you  sell  it  is  a  startling  thing,  and  it  is  a  wonder  to  me 
that  you  are  not  in  the  hands  of  a  receiver. 

Mr.  Babst.  I  agree  with  you,  and  now  that  I  have  examined  it,  I 
certainly  erpect  to  increase  the  differential  on  this  particular  package. 

The  Chairman.  Now,  we  must  get  along.  We  can  not  take  very 
much  more  time  with  this  topic.  I  mean  we  can  not  take  any  un- 
necessary time.  Let  us  get  to  it,  and  Senator  Jones  has  the  witness. 
He  wants  to  ask  some  questions. 

Mr.  Babst.  Here  I  hand  the  reporter  the  remaining  figures  on  the 
raw  sugars  purchased,  by  weeks,  during  the  month  oi  June,  and  giv- 
ing the  average  price,  duty  paid,  New  York. 

The  CHAiR3f AN.  Was  that  asked  fort 

Mr.  Babst.  Yes. 

200 
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(The  matter  referred  to  is  here  printed  in  full,  as  follows:) 

Raw  sugar  purchased  June,  1917. 


Week«ndiiiK~ 


-t- 


JuneQ.. 
June  16. 
June  23. 
June  30. 


The  Chairman.  Have  you  the  figures  yet  as  to  the  amount  of 
these  special  sugars  that  you  sold  during  October  and  ^  November 
and  December? 

Mr.  Babst.  No  ;  we  have  not. 

The  Chairman.  Have  you  sent  for  them  ? 

Mr.  Babst.  We  have  not;  but  that  will  take  a  special  investiga- 
tion, which  will  require  some  time. 

The  Chairman.  Not  a  very  heavy  investigation,  is  it,  to  find  out 
how  many  you  sold  of  those  sugars? 

Mr.  Babst.  Yes ;  it  requires  ngures  from  New  York,  Boston,  and 
Philadelphia,  as  well  as  from  New  York. 

The  Chairman.  Proceed,  Senator  Jones. 

Senator  Jones.  Mr.  Babst,  I  would  like  to  have  you  make  a  gen- 
eral, brief  statement  of  the  condition  of  the  sugar  business,  as  to 
prices  of  both  the  raw  and  refined,  during  the  spring  of  this  year. 

Mr.  Babst.  I  will  call  your  attention  to  the  chart  in  colored  ink 
opposite  page  16  of  our  report  to  stockholders,  and  will  use  that  chart 
largely  in  making  this  brief  explanation. 

At  the  beginning  of  this  year,  especially  through  the  months  of 
January  and  early  February,  the  visible  supply  of  the  country  in 
the  hands  of  the  trade  was  unusually  low,  so  low,  in  fact,  that  on 
the  29th  of  December  we  did  the  very  unusual  thing  of  calling  the 
attention  of  the  trade  generally  to  the  fact  that  they  were  permit- 
ting the  supplies  of  the  country  to  run  down  to  a  dangerous  point 

Senator  Jones.  December  of  what  year  ? 

Mr.  Babst.  1916.  The  net  cash  price  of  refined  sugar  at  that  time 
was  6.75. 

Senator  VARDA^rAK.  That  was  at  the  refinery? 

Mr.  Babst.  At  the  refinery;  and  that  price  prevailed  as  to  all 
refiners  practically  throughout  the  country  from  the  1st  of  Jan- 
uary until  about  the  middle  of  February,  when  there  broke  out  in 
the  refineries  of  the  eastern  seaboard  a  very  serious  labor  agitation, 
which  did  not  arise  at  all  from  the  refinery  employees  but  was  the 
I.  W.  W.  movement  and  agitation,  and  resulted  m  the  closing  down 
of  seven  or  eight  of  the  largest  refineries  in  the  coimtry. 

The  Chairman.  Let  me  understand  that  as  you  go  along.  You 
say  that  there  was  a  strike  in  your  factory  and  that  your  own  em- 
ployees did  not  strike  ?    Is  that  what  you  say  f 

Mr.  Babst.  I  will  ask  the  stenographer  to  read  my  answer. 
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(The  stenographer  read  the  preceding  answer  of  the  witness,  as 
follows:) 

The  net  cash  price  of  refined  sugar  at  that  time  was  6.75. 

Senator  Yabdaman.  That  was  at  the  refinery? 

Mr.  Babst.  At  the  refinery ;  and  that  price  prevailed  as  to  all  refiners  prac- 
tically throughout  tlie  country,  from  the  Ist  of  January  until  about  the  middle 
of  February,  when  there  broke  out  in  the  refineries  of  the  eastern  seaboard 
a  very  serious  labor  agitation,  which  did  not  arise  at  all  from  the  refinery 
employees  but  was  the  I.  W.  W.  movement  and  agitation,  and  resulted  in  the 
closing  down  of  seven  or  eight  of  the  largest  refineries  in  the  country. 

Mr.  Babst.  Many  of  the  agitators  who  brought  about  that  agita- 
tion are  now  under  indictment  from  the  recent  troubles. 

The  Chairman.  Who  struck?    Did  your  employees  strike? 

Mr.  Babst.  Our  employees  left  their  work. 

The  Chairman.  They  struck,  did  they  not? 

Mr.  Babst.  They  did. 

The  Chairman.  Yes. 

Mr.  Babst.  But  not  from  anything  arising  among  themselves. 

The  Chairman.  Were  your  employees  members  of  the  I.  W.  W. 
and  ordered  out  by  somebody  ? 

Mr.  Babst.  They  became  members  of  the  I.  W.  W.,  many  of  them, 
after  this  agitation  started.  I  speak  of  it  as  an  outside  agitation, 
because  we  knew  of  the  coming  of  this  agitation  and  of  its  organiza- 
tion, with  headquarters  in  Philadelphia,  in  advance  of  its  actual 
happening. 

The  Chairman.  But  what  I  am  trying  to  get  at  is  this  one  thing. 
I  do  not  want  to  spend  any  time  on  it.  As  1  underetand  you  now, 
the  I.  W.  W.S  influenced  your  employees? 

Mr.  Babst.  Exactly. 

The  Chairman.  And  your  employees  did  strike? 

Mr.  Babst.  Our  employees  did  leave  their  work,  and  never  re- 
turned to  their  work,  because  we  never  took  them  back. 

The  Chairman.  You  call  that  a  strike,  do  you  not? 

Mr.  Babst,  We  do. 

The  Chairman.  And  you  supplied  their  places  with  what? 

Mr.  Babst.  With  men  who  had  never  been  in  our  employ  before. 

The  Chairman.  Colored  labor? 

Mr.  Babst.  We  have  used  a  great  deal  of  colored  labor  in  this  year, 
especially  in  New  York  and  Philadelphia. 

The  (JHAIRMAN.  That  is  all;  I  just  wanted  to  get  it  clear  as  we 
went  along. 

Mr.  Babst.  The  result  of  these  very  serious  strikes,  affecting  the 
entire  cane-sugar  industry,  was  accompanied  by  very  sensational 
reports  and  stories,  which  have  been  presented  and  are  presented  in 
this  report  I  have  referred  to,  with  the  result  that  the  consumers 
of  the  country  became  very  much  alarmed  and  disturbed,  and  a  very 
heavy  buying  demand  arose  in  the  trade.  The  price  of  sugar  in  the 
retail  stores,  especially  in  New  England  towns,  near  Boston,  went  as 
high  as  25  cents  a  pound  at  a  time  when  there  were  large  stocks  of 
refined  sugar  on  hand  and  very  ample  stocks  of  raw  sugar. 

The  Chairman.  Are  you  speaking  about  retail  prices! 

Mr.  Babst.  In  that  instance  I  was. 

The  Chairman.  What  about  the  wholesale  price? 
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Mr.  Babst.  The  wholesale  price  of  the  refiners  was  also  af- 
fected bv  changes  in  the  raw-sugar  market,  at  the  same  time.  The 
prices  oi  other  refiners  that  carried  on  their  business  under  the  usuil 
operation  of  supply  and  demand  were  raised  almost  immediately, 
and  for  a  period 

The  Chaibbian.  To  what  point  were  they  raised  t 

Mr.  Babst.  They  were  raised  from  the  point  of  6.75,  net  cash, 
to  about  7.80,  on  the  part  of  some  refiners;  and  during  a  period  cov- 
ering more  than  80  days  almost  all  of  the  refiners  of  the  United 
States  were  from  a  quarter  to  a  half  end  a  full  cent  above  the  price 
of  the  American  Sugar  Refining  Co.  The  Federal  Sugar  Refining 
Co.  for  a  long  period,  of  more  than  SO  days,  maintained  a  price  a 
full  cent  over  the  price  of  the  American  Sugar  Refining  Co. 

The  Chaibman.  Did  you  not  withdraw  from  the  market  at  that 
time? 

Mr.  Babst.  No. 

The  Chaibman.  Practically! 

Mr.  Babst.  We  did  not. 

The  Chairman.  And  did  you  continue  to  furnish  supplies?  Did 
you  continue  to  fill  all  orders  at  that  time? 

Mr.  Babst.  We  continued  to  sell  our  meltings,  from  day  to  day. 
and  sold  all  the  sugar  that  we  could  produce,  as  well  as  making  un- 
usually large  deliveries  out  of  refined  stock,  which  we  had  accumu- 
lated during  this  dull  period  I  have  described,  during  January  and 
early  February. 

Tifie  Chairman.  Will  you  give  us  the  figures  as  to  what  you  did 
actually  deliver  during  those  months? 

Mr.  IJabst.  I  can  produce  a  table  showing  all  our  deliveries,  day 
by  day,  week  by  week,  month  by  month,  or  in  any  way  the  chairman 
desires  to  have  it  produced. 

The  Chairman.  I  should  like  to  have  it.  Just  give  us  your  ddily 
deliveries  during  that  time  and  your  prices  each  day. 

Mr.  Babst.  The  American  Sugar  Refining  Co.  took  a  very  unusual 
step  when  this  strike  grew  so  serious  and  when  these  sensationul 
stories  went  to  the  public.  Instead  of  raising  its  price  under  the 
operation  of  the  law  of  supply  and  demand  for  psychological  reas^ms 
and  the  effect  on  the  public  mind  for  the  purpose  of  allaying  their 
fears  we  dropped  the  price  of  our  refined  sugar  a  auarter  of  a  cent 
on  the  23d  day  of  February,  and  notwithstanding  all  the  excitement 
among  the  consumers  of  the  country,  we  held  to  that  price  until  near 
the  end  of  March,  when  there  occurred  an  advance,  based  upon  jid- 
vances  in  the  raw-sugar  market.  During  all  of  this  period,  from  the 
end  of  March  until  the  middle  of  April,  the  same  conditions  whicli  I 
have  described  continued  with  an  extremely  heavy  demand  on  the 
part  of  the  consuming  public.  This  demand  was  so  large  and  so 
heavy  as  to  be  extremely  disquieting  and  arose  very  naturally  out  of 
the  fact  that  the  invisible  supplies  of  the  country  had  been  permitted 
to  run  very  low. 

Senator  Vardaman.  You  mean  by  "invisible  supplies''  the  sugar 
in  the  hands  of  the  trade? 

Mr.  Babst.  Of  the  trade,  in  the  hands  of  manufacturers 

Senator  Jones.  And  retailers! 

Mr.  Babst.  And  retailers. 
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The  Chairman.  The  public  knew  this  fact,  did  they? 

Mr.  Babst.  The  public  were  thrown  into  a  paniclcy  state  of  mind 
by  the  sensational  stories  and  a  great  deal  of  consumer  hoarding  de- 
veloped, and  at  no  place  was  it  more  pronounced  than  in  the  city  of 
Washington.  The  city  of  Washington  is  not  a  jobbing  center,  de- 
pending entirely  upon  retail  stores,  and  the  supplies  of  the  city  of 
Washington  were  so  quickly  exhausted  that  I  was  in  receipt  of  daily 
telegrams  from  United  States  Senators  and  others  asking  what  might 
be  done  to  replenish  stocks  here. 

The  Chairman.  What  time  are  you  talking  about  now  ? 

Mr.  Babst.  I  can  give  you  the  exact  dates,  but  it  was  in  the  month 
of  March. 

Senator  Vardaman.  1917? 

Mr.  Babst.  The  conditions  in  Washington  were  so  disturbing  that 
we  finally  published  in  the  papers  of  Washington  the  series  of  adver- 
tisements to  which  the  chairman  has  referred  in  order  to  allay  public 
alarm  here. 

The  Chairman.  Is  that  in  this  same  publication?  I  have  for- 
gotten. 

Mr.  Babbt.  These  telegrams  in  Washington  appeared  in  the  Post, 
Star,  and  Times  of  February  23,  1917,  the  day  following  a  very 
serious  labor  riot  at  Philadelphia,  and  the  same  day  that  we  dropped 
our  price  a  quarter  of  a  cent  as  an  indication  to  the  public  oi  our 
confidence  in  our  ability  to  deal  with  the  situation,  provided  we 
conld  allay  their  fears  and  secure  their  support. 

These  conditions  continued  more  or  less  disturbing  all  through  the 
months  of  March  and  April.  We  continued  our  policy  of  selling 
practically  our  daily  melt  and  holding  down  our  ousiness  until  a 
date  which  I  should  say  was  substantially  the  10th  or  12th  day  of 
April,  when  the  |)rice^  of  granulated  net  cash  f.  o.  b.  refinery  was 
raised  to  7.40.  The  price  of  other  refiners  at  this  time,  acting  under 
the  law  of  supply  and  demand  in  the  ordinary  course,  went  to  un- 
usually high  figures,  the  Federal  refinery  being  practically  all  the 
time  a  cent  a  pound  above  our  price. 

The  Chairman.  We  are  not  interested  in  your  price  and  other 
prices  compared  so  much  as  we  are  with  what  the  price  was. 

Senator  Jones.  Mr.  Chairman,  I  think  it  is  important  to  show  the 
wide  fluctuations  in  the  market,  the  instability  of  the  market. 

The  Chairman.  That  is  all  right^  but  the  witness's  testimony  ap- 
pears to  be  largely  devoted  to  trying^  to  demonstrate  that  he  was 
a  little  lower  than  somebody  else.  I  simply  suggest.  Senator  Jones, 
that  the  fluctuations  in  the  sugar  market  are  important,  and  that  is 
why  we  want  to  get  this. 

Senator  Jones.  The  fact  that  the  different  companies  had  different 
prices  to  my  mind  is  an  important  factor  to  be  brought  out. 

The  Chairman.  Very  well;  if  you  think  so,  I  am  not  going  to 
interfere  with  you,  of  course. 

Mr.  Babst*  I  assumed  the  question  called  for  that. 

The  Chairman.  But  instead  of  the  unusually  high  prices  and  un- 
usually low  prices,  suppose  you  just  give  us  the  prices. 

Mr.  Babst.  All  of  the  prices  are  on  this  chart  as  to  the  principal 
refineries  and  the  principal  producers  of  consumption  sugar  in  the 
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United  States  during  this  entire  period  from  January  1  to  October  of 
the  present  year. 

Tne  Chairman.  Then  why  not  put  in  the  chart  and  let  us  have 
them? 

Mr.  Babst.  I  should  like,  then,  to  put  in  the  entire  report,  make  it 
a  part  of  the  record,  as  many  questions  have  been  asked  from  it,  and 
a  great  many  excerpts  have  been  read  from  it. 

The  Chairman.  Oh,  no;  we  are  not  going  to  copy  this  whole  book 
into  the  record. 

Mr.  Babst.  I  renew  my  request  to  the  committee. 

The  Chairman.  The  committee  will  rule  on  it  when  the  whole  com- 
mittee is  here.    I  will  not  assume  to  rule  on  it. 

Mr.  Babst.  The  book  has  been  used  a  great  deal  during  the  last 
two  days. 

The  Chairman.  Well,  proceed. 

Mr.  Babst.  These  conaitions,  so  far  as  price  was  concerned,  and 
the  maintaining  of  a  level  price  of  7.40  by  the  American  Sugar  Be- 
fining  Co.  under  its  policy  of  selling  its  output  substantially  from 
day  to  day,  continued  up  to  the  1st  of  June  and  through  until  after 
the  middle  of  July,  the  price  of  all  other  refiners  meanwhile  bein? 
substantially  higher  than  the  price  of  the  American  Sugar  Refining 
Co.  The  condition  prevailing  in  the  domestic  market  up  to  the  l«t 
of  June  resulted  in  such  a  heavy  buying  on  the  part  of  the  trade 
that  we  now  know  that  during  that  period  there  was  approximately 
200,000  tons  more  sugar  consumed  than  during  the  corresponding 
period  of  the  preceding  year. 

The  Chairman.  When  you  speak  of  the  sugar  being  consumed,  do 
you  mean  it  had  been  bought  and  taken  out  of  your  hands,  or  actually 
consumed,  eaten  up,  used  up  ?    - 

Mr.  Babst.  Of  course,  we  can  not  know  whether  it  was  eaten  up 
or  not ;  but  when  we  speak  of  consumption  buying  we  mean  it  passed 
out  of  our  hands  into  the  channels  of  trade. 

The  Chairman.  Proceed. 

Mr.  Babst.  This,  in  a  very  brief  and  general  way,  was  the  condi- 
tion of  the  refined  sugar  market  during  the  first  six  months  of  this 
year. 

As  to  the  raw-sugar  market 

The  Chairman.  Let  me  ask  you  a  question  there  for  the  sake  of 
clearing  up  this  plat.  You  have  a  chart  here,  printed  in  connection 
with  your  book,  which  shows  the  fluctuations  of  sugar,  as  I  under- 
stand. This  chart  which  you  have  referred  to  shows  the  fluctuations 
of  sugar,  and  by  different  colored  ink  it  shows  what  prices  were 
charged  by  certain  companies. 

Mr.  Babst.  Enumerated. 

The  Chairman.  Enumerated.  Can  you  state  the  amounts  which 
these  companies  handled  and  sold  at  these  high  prices  that  you  have 
indicated  here? 

Mr.  Babst.  I  could  not.  It  would  only  be  possible  to  obtain  that 
information  by  asking  the  individual  refiners  for  such  information, 
although  I  believe  a  large  part  of  it  is  already  on  file  with  the  Federal 
Trade  Commission.  I  would  state,  however,  that  a  difference  of  ft 
cent  a  pound  in  the  price  of  fine  granulated  is  $3.50  a  barrel,  and  that 
a  refinery  which  was  selling  and  delivering  10,000  barrels  a  day  would 
be  receiving  $35,000  more  by  reason  of  that  1-cent  increase  in  price 
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over  the  refinery  that  was  1  cent  under  it  in  price,  as  was  the  case 
frequently  during  this  period  between  the  American  Sugar  Eefining 
Co.  and  the  Federal  Sugar  Kefining  Co. 

The  Chairmak.  The  committee  is  not  interested  in  these  arguments 
AS  to  the  merits  of  these  two  corporations.  What  I  asked  you  was  if 
you  could  tell  the  amount  of  sugars  that  were  sold  at  these  various 
prices,  and  I  understand  you  to  say  you  can  not  do  it. 

Mr.  Babst.  I  gave  an  illustration.    I  wanted  to  show  the 

The  Chairman.  I  understand  your  purpose  in  giving  it.  Now  an- 
swer the  question.   Please  answer  the  question. 

Mr.  Babst  (continuing).  The  difference  in  operating  under  the 
law  of  supply  and  demand  and  by  selling  its  output 

The  Chairman.  But  in  the  meantime,  while  the  law  of  supply  and 
demand  was  in  full  operation,  the  American  Sugar  Refining  Co.  stood 
steadfastly  on  guard  and  kept  the  price  of  sugar  down,  so  that  the 
Ajnerican  people  did  not  suffer  much  ? 

Mr.  Babst.  That,  is  a  statement  which  I  am  glad  to  have  the  chair- 
man make.   It  is  absolutely  true. 

The  Chairman.  Well,  that  is  your  position  ? 

Mr.  Babst.  That  is  our  position  precisely. 

The  Chairman.  I  think  we  can  concede,  then 

Mr.  Babst.  I  appreciate  that. 

The  Chairman  (continuing).  For  the  sake  of  the  argument,  that 
the  law  of  supply  and  demand  being  in  operation,  and  the  American 
Sugar  Kefining  Co.  being  in  charge  of  it,  the  American  people  were  in 
no  resp>ect  jeopardized ;  they  were  looked  after. 

Mr.  Babst.  And  it  was  a  fulfillment  of  the  responsibility  to  which 
you  called  my  attention  day  before  yesterday  that  .we  were  underj 
of  safeguarding  the  sugar  supply  of  Ajnerica,  made  especially  difficult 
during  this  present  time. 

The  Chairman.  Let  this  map  be  marked. 

(The  map  referred  to  was  marked  by  the  reporter,  and  is  printed 
as  Babst  No.  1,  Exhibit  No.  57.) 

Mr.  Babst.  Then  the  committee  will  rule  on  the  request  that  the 
whole  report  go  in  ? 

The  Chairman.  Yes;  but  I  will  say  to  you  now  that  the  committee 
will  not  print  your  whole  report. 

Mr.  Babst.  I  should  like,  then,  to  have  it  offered  as  an  exhibit. 

The  Chairman.  Well,  go  on. 

Mr.  Babst.  I  have  not  finished  my  answer  to  your  question.  You 
asked  for  the  whole  year,  did  you  not,  Senator  Jones? 

Senator  Jones.  I  want  to  bring  out  some  other  matters  in  this  con- 
nection. You  speak  of  the  public  being  alarmed  during  the  first  six 
months  of  the  year.  I  will  ask  you  whether  or  not  there  were  com- 
ments in  the  trade  journals,  and  so  on,  about  the  situation,  which 
might  cause  such  alarm? 

Mr.  Babst.  There  were  a  great  many  comments  at  this  time  in  all 
publications  which  had  to  do  with  sugar;  and  these  comments,  in 
calling  attention  to  the  facts,  contributed  to  the  difficulty,  especially 
the  stories  in  the  daily  papers.  There  also  was  another  very  impor- 
tant matter  in  the  early  part  of  this  year  that  added  to  the  public 
mirest,  and  that  was  the  reports  coming  on  the  15th  of  February 
of  a  serious  uprising  in  Cuba,  which  is  spoken  of  ordinarily  as  the 
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attempted  Cuban  insurrection.  These  reports  were  extremely  alarm- 
ing, and  dealt  with  the  destruction  of  cane  fields,  and  sugar  milk 
and  otherwise  tended  to  create  a  great  deal  of  unrest  in  this  country. 

Senator  Jones.  Does  this  report  of  yours  refer  to  those  publica- 
tions or  statements  in  the  press? 

Mr.  Babst.  This  report  contains  a  chronological  statement  of  i 
number  of  these  reports  and  the  newspapers  m  which  they  wer* 
printed,  contained  on  nagcs  35  to  38.  The  first  report  appeared  in 
the  Philadelphia  PubUc  Ledger  of  February  8,  and  continued  ail 
during  February  and  into  early  March.  A  list  of  the  papers  for  a 
number  of  the  Eastern  and  New  England  States  is  given.  It  wi> 
during  this  particular  time  that  we  made  use  of  the  distribution  cf 
package  goods  as  a  means  of  gaining  wide  distribution  and  preveni-  j 
mg  hoarding.  The  raw  sugar  market  was  equally  disturbed  by  ali ; 
of  these  facts  and  reports,  and  reached  a  very  liigh  point  in  the . 
middle  of  April. 

The  Chairman.  Tell  us  what  the  point  was. 

Mr.  Babst.  The  point  was  substantially  6.€B,  duty  paid,  Xe«  i 
York. 

The  CiiAiBMAN.  Is  that  raw  sugar  shown  in  the  lower  line  of  Ei- 
hibitNo.  57,  BabstNo.  1?  ! 

Mr.  Babst.  Yes;  the  lower  line. 

The  Chairman.  The  lower  dotted  line  shows  the  raw  sugar 
market? 

Mr.  Babst.  Exactly.  The  two  lines  run  together  day  by  dtx. 
throughout  the  year,  flow  lines  showing  both. 

The  Chairman.  And  they  olso  indicate  the  prices,  do  they  not? 

Mr.  Babst.  They  do. 

The  Chairman.  Then  there  is  no  use 

Senator  Jones.  I  think  that  will  cover  it. 

The  Chairman.  That  covers  it.  Did  you  want  to  put  in  at  this 
time  this  list  of  papers  that  the  witness  says  made  these  publica- 
tions—pages 35,  36,  37,  and  38  ? 

Senator  Jones.  I  believe  that  had  better  go  in. 

The  Chairman.  Very  well. 

Mr.  Babst.  The  report  contains  a  complete  history,  in  answer  to 
the  question  which  has  been  asked,  covering  all  of  the  sugar  condi- 
tions in  this  country  from  the  1st  of  January  down  to  the  end  of 
October,  1917. 

Senator  Jones.  I  do  not  know  that  we  need  put  this  list  in.  Just  a 
general  statement  that  it  was  broadcast  throughout  the  country  may 
go  in,  I  think. 

The  Chairman.  The  whole  book,  with  such  information  as  it  con  | 
tains,  may  be  filed,  not  for  the  purpose  of  printing  but  for  the  infer  i 
mation  of  the  committee.  Would  that  be  agreeable?  Then  the 
committee  will  take  from  it  any  statements  they  want  to  use. 

Senaor  Jones.  I  think  that  would  be  satisfactory,  so  far  as  I  ais 
concerned. 

The  Chairman.  Very  well ;  but  the  particular  list  that  we  are  rei 
ferring  to  of  these  alarming  publications — I  will  describe  them  tliaj 
way  for  the  want  of  a  better  term — appears  on  pages  36  and  36  o^ 
this  book,  entitled  "  The  American  Sugar  Refining  Co.  Conditiouj 
in  the  Sugar  Market,  January  to  October,  1917,"  All  right,  Mr 
Babst. 
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Hr.  Babst.  Starting  with  the  1st  of  June,  there  was  entirely  an- 

ler  set  of  conditions  and  facts  which  had  a  very  important  bearing 

the  sugar  market,  both  raw  and  refined,  and  which  are  also  illus- 

ted  in  this  same  chart  referred  to  in  this  same  report.    In  May 

ire  were  several  proposals  made  in  Congress,  one  oi  a  10  per  cent 

valorem  duty  on  sugar,  and  on  June  1  a  proposal  to  repeal  the 

iTvback  on  sugar  for  export. 

rhe  Chaihman.  Senator  Jones,  do  you  want  that  again?    It  has 

been  gone  into. 

Senator  Jones.  I  do  not  think  I  do. 

Mr.  Babst.  I  can  make  that  short. 

Senator  Jones.  Make  it  just  as  short  as  you  can. 

Mr.  Babst  (continuing).  As  well  as  a  proposal  of  a  half  cent 

nse  tax;  all  of  these  proposals  tendings  to  increase  the  price,  all 

idin^  to  increase  the  demand  both  on  the  part  of  the  public  for 

inulated  sugar  and  on  the  part  of  the  trade  for  raw  sugar.    The 

ect  of  these  two  factors  in  connection  with  the  very  heavy  demand 

)m  the  public  for  preserving  is  also  shown  on  this  chart. 

rhe  Chairman.  Your  chart  shows  the  fluctuation  in  prices,  but 

? statement  that  you  make  about  this  legislation  is  your  opinion? 

Mr.  Babstt.  That  is  my  opinion,  which  is  concurred  in  by  the  sugar 

The  Chairman.  I  did  not  ask  you  by  whom  it  was  concurred  in. 

Mr.  Babst.  By  the  sugar  trade. 

Fhe  Chairman.  The  sugar  trade  is  not  here  to  testify,  except  as 

^v  appear.     That  is  just  your  opinion? 

Mr.  Babst.  That  is  my  opinion,  my  business  judgment  of  the  facts  v 

m  day  to  day. 

Fhe  Chairman.  The  opinion  and  business  judgment  of  a,  good 

iny  other  men  are  just  the  other  way.    You  are  entitled  to  put 

nr  opinion  in  the  record.  ^ 

Mr.  Babst.  The  great  midsummer  canning  and  preserving  cam- 

i?n,  which  was  urged  by  our  Government 

The  Chairman.  What  part  of  the  Government? 

Mr.  Babst.  By  the  Department  of  Agriculture. 

rhe  Chairman.  What  other  parts  ? 

Mr.  Babst.  And  the  Food  Administration. 

rhe  Chairman.  And  by  yourself? 

Mr.  Babst.  By  the  Executive  of  the  country,  and  greatly  fostered 

the  trade,  by  the  refiners,  by  the  American 

rhe  Chairman.  Who  else?    What  recommendations  were  made 
the  food  control  on  this  and  by  the  sugar  branch  of  the  food 
itrol? 

Mr.  Babst.  I  have  not  the  exact  language  of  the  Food  Administra- 
n's  words,  but  I  have  here  the  language  of  President  Wilson, 
rhe  Chairman.  I  am  asking  you  about  the  food  control. 
Mr.  Babst.  I  have  not  that  language  with  me  in  this  report, 
rhe  Chairman.  You  know  that  there  were  extensive  requests  or 

E)rtant  requests  put  forward  by  the  food  control,  do  you  not  ? 
r.  Babst.  Very,  and  by  all  tranches  of  the  Government  that 
ftlt  with  the  subject  and  by  the  trade,  by  canning  clubs,  canning 
liiw,  and  women's  magazines,  and  the  press  generally,  and  by 
advertising  campaign  of  the  American  Sugar  Refining  Co.  to 
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save  the  fruit  crop,  all  suggesting  that  during  the  preserving  season 
everybody  should  put  up  more  n*uit  and  vegetables  than  they  ever 
had  before. 

The  Chairman.  Not  that  there  is  anything  wrong  about  it,  but 
just  to  get  at  the  facts,  the  sugar  department  of  the  food  control 
participated  in  those  requests  to  the  public,  did  it  not,  and  the 
American  Refining  Co.  participated  in  it  ? 

Mr.  Babst.  The  American  Sugar  Refining  Co.  did  participate  in  it. 
and  it  was  very  ^nerally  participated  in  by  everybody  at  all  inter- 
ested. The  food  administration  and  the  Department  of  Agrici]]- 
ture,  in  conformity  with  the  advice  of  President  Wilson  to  "  secure 
the  conservation  of  surplusages  of  perishable  food  products,'^  urged 
the  necessity  for  preserving  all  fruits  and  berries  and  the  canning  of 
vegetables,  and  undertook  an  educational  campaign  for  the  conserv- 
ing of  our  surplus  stock  through  home  and  industrial  canning  and 
preserving. 

The  Chairman.  Did  you  not  hear  me  as;k  you  if  the  sugar  depart- 
ment of  the  food  control  had  taken  any  part  ? 

Mr.  Babst.  There  was  no  food  control  until  August  10,  and  it  is 
my  opinion  that  this  whole  campaign  started  long  before  Augu^. 
because  the  fruit  crops  must  be  preserved  as  they  ripened  through- 
out the  country,  starting  with  the  Southern  States  and  ending  with 
the  fall  months  in  the  Northern  States. 

The  Chadiman.  I  asked  you  if  they  had  taken  any  part.  Can 
you  answer  it?  I  did  not  ask  you  wnether  it  was  before  or  after 
August. 

Mr.  Babst.  I  do  not  know ;  I  think  they  did  not. 

The  Chairman.  You  might  have  said  that  some  time  ago.  Pn>- 
ceed.    Senator  Jones,  have  you  finished  ? 

Senator  Jones.  Not  by  a  good  deal. 

The  Chapman.  Has  the  witness  finished  that  answer  to  your  last 
question? 

Senator  Jones.  It  has  been  so  long  since  I  asked  the  question  that 
I  do  not  know  whether  he  has  finished  that  or  not. 

The  Chairman.  You  asked  for  a  general  statement  by  the  witness, 
to  which  I  made  no  objection,  but  as  the  witness  goes  along  I  sought 
to  ask  him  a  question  or  two  to  clear  matters  up,  and  instead  of  get- 
ting direct  answers  we  have  these  long — ^I  do  not  like  to  use  the 
term — ^but  somewhat  involved  and  evasive  replies. 

Mr.  Babst.  But  very  truthful. 

The  Chairman.  Very  well  illustrated  by  the  last  statement  we 
had.    Go  on  with  your  answer. 

Mr.  Babst.  The  matter  which  I  am  describing  is  very  important 
to  the  question  which  I  hope  eventually  will  be  asked  me  as  to  why 
there  is  a  sugar  pinch  in  this  country. 

Senator  Jones.  I  want  to  ask  you  first  in  this  connection  wheth 
or  not  such  conditions  as  you  have  related  regarding  the  fluctuatio 
in  the  sugar  market  of  the  United  States  obtained  in  other  countri 
of  the  world,  if  you  know,  and  to  wb^'^t  extent? 

Mr.  Babst.  The  fact  of  the  relation  the  other  countries  of  tl 
world  had  to  us  during  this  experience  in  June  was  caused  entirely^ 
in  my  opinion,  by  the  proposal  to  repeal  the  drawback  and  put  a 
excise  tax  on  exports.    This  alarmed  foreign  countries  seemin<rl] 
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because  it  was  interpreted  as  prospectively  increasing  the  price  of 
refined  sugar  from  A^nerica  and  caused  them  to  send  to  Cuba,  and 
they  made  such  large  purchases  there,  and  the  American  refiners  in 
competition  with  them  made  such  purchases,  that  the  price  of  raw 
sugar  advanced  from  early  June  to  August  10. 

The  Chaibman.  Are  we  going  back  to  that? 

Senator  Jokes.  I  want  to  set  a  bird's-eye  view  of  the  situation  if 
I  can,  and  I  do  not  think  it  nas  been  obtained  ^et. 

The  Chairman.  The  point  I  am  making  is  this :  This  witness  has 
gone  over  at  length  his  opinion  as  to  the  effect  of  these  various  bills 
mtroduced  in  Congress. 

Senator  Jones.  Yes;  I  think  he  has  done  that. 

The  Chairman.  And  he  has  approached  it  at  least  three  times 
this  morning  and  been  headed  off,  and  he  is  now  headed  in  that 
direction  again,  and  I  am  trying  to  stop  him.    He  has  been  over  that. 

Mr.  Babst.  I  would  like  to  tell  to  the  country  the  sugar  conditions 
in  the  refined  and  raw  sugar  market  of  this  country  during  this 
year  if  this  committee  will  permit  me  to  do  so. 

The  Chairman.  The  committee  has  been  very  liberal  with  you 
and  very  indulgent,  and  the  committee  will  conduct  this  examination, 
and  then  when  we  get  through,  if  there  is  anything  else  that  you 
want  to  say  to  the  country,  you  can  say  it  in  your  own  way;  but 
please  pass  on  from  this  topic  of  rebates  and  drawbacks  and  bad 
congressional  action  which  you  have  been  fully  over  and  have  fully 
exposed  and  so  on  to  something  else. 

Mr.  Babst.  The  price  advanced  from  6.89 

The  Chairman.  Is  not  that  all  on  your  plat? 

Mr.  Babst.  From  5.89  on  the  10th  of  June,  when  the  food-control 
bill  was  introduced,  to  7.52  on  the  10th  of  August,  when  the  food- 
control  bill  was  passed. 

Senator  Jones.  Mr.  Babst,  I  wish  you  would  tell  us  about  the 
available  world  supply  of  sugar  during  the  spring  and  early  summer 
of  this  year. 

Mr.  Babst.  There  was  every  indication  of  there  being  ample  sup- 
plies for  the  United  States  consumption  and  normal  needs,  and  in  my 
judgment  it  is  only  by  reason  of  the  increased  consumption  Hn 
America,  demanding  400,000  tons  more  of  sugar  to  meet  its  needs 
up  to  the  1st  of  November,  and  the  shipping  to  Europe  of  about 
200,000  tons  more  in  1917  than  in  1916  from  Cuba,  that  has  led  to 
our  lack  of  supplies  during  the  fall  months. 

The  Chairman.  Right  there,  so  that  there  will  be  no  false  im- 
pression, we  have  been  over  that  about  three  times.  Is  it  not  a  fact, 
as  you  previously  said,  that,  while  Europe  purchased  200,000  tons 
more  from  Cuba,  she  got  300,000  tons  less  from  the  United  States 
during  the  period  about  which  you  are  talking? 

Mr.  Babst.  That  is  a  fact,  but  that  is  not  an  answer  to  the  situa- 
tion, as  is  fully  explained  on  page  28  of  the  report,  which  is  now  an 
exhibit  in  this  record.  Therefore,  in  my  judgment,  the  present  pinch 
in  very  simple  language  is  best  described  by  the  old  adage  that  you 
can  not  have  your  cake  and  eat  it  too.  The  sugar,  instead  of  being 
in  the  sugar  bowl  to-day  is  in  the  fruit  jar  and  the  jam  jar  and  the 
presei'i'es  of  the  housewives  of  this  country.  That  is  one  of  the  rea- 
sons for  the  present  situation.  There  is  one  other  reason,  and  that 
is  that  there  has  been  delayed  distribution,  and  such  lateness  in  our 
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beet  crops  here  that  by  reason  of  car  shortages  and  freight  congestion 
these  sugars  have  not  been  able  to  be  distributed  as  they  normally 
would  be,  and  to  the  same  extent  they  normally  would  be. 

Senator  Jones.  What  was  the  world  supply,  available  supply,  of 
sugar  in  the  spring  and  early  summer  of  this  year,  as  compared  with 
last  year? 

Mr.  Babst.  It  was  approximately  the  same. 

The  Chairman.  Was  there  any  extraordinary  effort  being  made  on 
the  part  of  other  countries  to  secure  sugar  during  those  months! 

Mr.  Babst.  All  during  the  months  of  June,  July,  and  August  there 
was  every  indication  of  large  purchases,  and  there  were  very  large 
shipments,  extraordinarily  large  shipments,  during  the  months  of 
June,  July,  August^  and  September,  to  the  amount  of  200.000  tons 
more  than  the  previous  year,  largely  to  the  British  Royal  Commis- 
sion. 

The  Chairman.  From  American  ports  or  Cuban  ports? 

Mr.  Babst.  Cuban  ports. 

The  Chairman.  That  is  the  old  story  that  has  been  gone  over. 
Those  200,000  tons  of  sugar  are  the  same  200,000  tons  that  have  been 
put  into  the  record  about  50  times. 

Mr.  Babst.  And  if  those  200,000  tons  were  in  Cuba  for  the  fall 
months,  and  had  not  been  sent  to  Europe,  we  would  have  had  that 
much  more  sugar. 

The  Chairman.  You  would  have  had  that  much  more  to  refine  and 
to  sell  to  Europe,  and  your  sales  to  Europe  would  not  have  fallen  off. 
ns  they  did.  After  all,  it  is  a  question  of  refiners'  profit  with  you,  i« 
it  not? 

Mr.  Babst.  Not  at  all,  not  in  the  slightest.  Our  meltings  in  this 
country  have  been  as  large  the  first  10  months  of  this  year  as  they 
were  the  first  10  months  of  last  year. 

The  Chairman.  Very  well,  then  you  did  not  suffer  by  virtue  of 
that  200,000  tons  of  sugar  being  taken  up  in  that  way,  and  Europe 
got  as  much  as  ever  and  you  had  200,000  tons  left? 

Mr.  Babst.  The  consumers  of  this  country  have  had  their  sugar 
supply  taken  away  from  them. 

The  Chairman.  But  you  said  they  had  a  normal  supply  and  used 
it  up  in  making  preserves. 

Mr.  Babst.  They  consumed  approximateljr  400,000  tons  more  than 
the  previous  years,  200,000  tons  in  the  last  six  months,  and  so  far  as 
we  can  judge,  200,000  tons  more  during  the  end  of  the  summer. 

The  Chairman.  And  during  that  time  Mr.  Rolph  had  how  much 
sugar? 

Mr.  Babst.  That  I  do  not  know. 

The  Chairman.  You  know  approximately.  It  is  your  business  as 
a  member  of  this  board  to  know  where  the  sugar  was,  is  it  not? 

Mr.  Babst.  Not  at  all. 

The  Chairman.  As  a  member  of  the  Sugar  Supply  Board  of  the 
United  States? 

Mr.  Babst.  I  am  merely  a  member  of  the  international  committee. 

The  Chairman.  And  it  is  not  your  business  to  know  where  the 
sugar  is? 

Sir.  Babst.  It  is  not,  so  far  as  Hawaiian  sugar  and  domestic  sugar 
is  concerned.  I  have  enough  to  take  care  of  without  looking  after 
that. 
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The  ChairmaV.  As  president  of  the  American  Sugar  Refining  Co. 
oil  keep  no  track  of  stocks? 

Mr.  Babst.  I  do  not  on  the  Pacific  sugars. 

The  Chairman.  And  yet  before  this  committee  you  give  us  an 
pinion  that  we  ought  to  accept  in  regard  to  the  sugar  conditions  of 
he  world,  and  you  say  you  are  so  ignorant  of  the  sugar  conditions 
i  the  world  that  you  do  not  know  approximately  how  much  of 
lawaiian  sugars  there  was  in  this  country,  and  that  you  have  made 
10  effort  to  keep  track  of  these  things  ? 

Mr.  Babst.  1  can  give  j'^ou  an  absolutely  correct  statement  as  to 
Jiy  of  those  matters  as  to  any  particular  date. 

The  Chairman.  Then  a  moment  ago,  when  I  asked  you  if  there 
ras  not  at  this  time  you  were  speaking  of  a  large  amount  of  sugar  on 
land  in  the  hands  of  Mr.  Rolph,  why  did  you  say  that  you  did  not 
aiow  where  they  were,  and  why  did  you  disclaim  any  knowledge  and 
ay  that  it  was  not  your  business  to  know  ? 

Mr.  Babst.  It  was  not,  as  a  member  of  that  International  Com- 
nittee. 

The  Chairman.  Well,  all  right;  go  ahead. 

•Senator  Jones.  I  will  try  and  get  another  start.  Were  the  foreign 
^"intries  bidding  .for  these  Cuban  sugars  and  other  world  available 
supply  of  sugars  in  competition  with  the  United  States  during  those 
nonths? 

Mr.  Babst.  There  had  been  very  marked  and  sharp  competition 
letween  our  refiners  against  each  other  and  against  the  English 
foyal  Commission  on  the  sugar  supply.  This  competition  has  not 
^'^n  confined  to  this  year  but  it  has  been  going  on  for  two  or  three 
|pars.  In  an  effort  to  limit  and  confine  this  competition  between 
orei^  governments  there  has  been  centered  in  the  English  Royal 
'ommission  the  purcha.sing  of  all  sugar  for  the  Governments  of 
taly.  France,  ana  Great  Britain,  so  that  we  were  in  competition,  as 
^dividual  refiners  in  this  country,  with  a  great  foreign  commission 
•liich  had  the  advantage  of  the  nationalized  tonnage  of  all  those 
ountries- 

Senator  Jones.  What  about  other  neutral  countries;  were  they  also 
idders  in  competition  with  the  United  States? 

Mr.  Babst.  Ifes,  sir;  and  they  have  been  from  time  to  time  very 
Misiderable  buyers  in  our  markets  of  refined  sugars. 

Senator  Jones.  Yes. 

Mr.  Babst.  As  has  also  been  the  English  Royal  Commission,  act- 
^  for  these  countries. 

Senator  Vardaman.  May  I  ask,  does  the  English  Koyal  Commis- 
^>n  buy  sugar  for  the  neutral  countries  at  all  ? 
Mr.  Babst.  They  do  not.    They  buy  merely  for  the  allied  coun- 
ties. 

Senator  Vardaman.  Have  you  any  data  which  will  enable  you  to 
ate  the  amount  of  sugar  taken  by  the  neutral  countries?  Just  ap- 
roximate  it ;  I  do  not  ask  it  exactly. 

Mr.  Babst.  I  have  no  data  except  for  the  first  9  or  10  months  of 
l^p  year. 

Senator  Vardaman.  Have  they  been  permitted  to  get  any  Ameri- 
wi  or  Cuban  sugar  since  the  enactment  of  this  food  control  bill  and 
Mr  entrance  into  the  war? 
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Mr.  Babst.  They  have  not  been.  One  of  the  first  things  that  the 
Food  Administration  did  was  to  embargo  exports  of  all  sugars,  and 
they  afterwards  released,  in  part,  exports  to  the  allied  nations,  but 
continued  the  embargo  on  the  exports  of  all  refined  sugar  to  the 
neutrals,  and  even  went  so  far  as  to  requisition,  imder  the  power  of 
the  act,  approximately  16,000  tons  of  sugar  which  was  in  the  country 
and  not  shipped  to  Bussia.  and  all  of  this  was  thrown  into  the  do- 
mestic supply. 

Senator  Vardaman.  Then  they  have  not  been  in  the  market  since 
the  enactment  of  the  law  ? 

Mr.  Babst.  Not  since  the  enactment  of  the  law ;  but  they  were  in 
the  market  before  the  enactment  of  the  law  to  quite  a  considerable 
extent. 

Senator  Jones.  I  ask  you  whether  or  not  the  prices  which  those 
countries  were  paying  during  those  months,  and  we  will  say  prior 
to  the  enactment  of  the  law  that  has  been  referred  to,  fluctuated  in 
accordance  with  the  fluctuations  in  this  market,  or  whether  they 
fluctuated  as  between  themselves?  What  was  that  general  state  of 
the  world's  market? 

Mr.  Babst.  I  have  no  direct  personal  knowledge  of  this  business 
with  neutrals,  but  I  know  in  a  general  way  that  tne  price  of  refined 
sugar  for  export  to  the  neutral  countries  was  affected  by  the  ordi- 
nary supply  and  demand,  and  sales  made  for  export  to  neutrals  were 
understood  to  be  higher  than  the  domestic  price  prevailing. 

Senator  Jones.  Do  you  know  what  effect  the  placing  of  the  em- 
bargo had  upon  our  available  supplies  of  sugar? 

Mr.  Babst.  It  held  all  that  sugar  here  for  distribution  in  tliis 
country  during  these  fall  months,  and  if  the  action  had  not  been  taken 
by  the  food  administration  this  sugar  would  have  left  the  country 
in  the  ordinary  course. 

The  Chairman.  Did  the  food  administration  declare  that  embargo? 

Mr.  Babst.  The  embargo  was  declared  by  the  President. 

The  Chairman.  Under  the  general  powers  which  enabled  the 
President  to  declare  an  embargo  upon  anvthing  going  from  this 
country,  and  it  was  a  part  of  his  general  embargo  proclamation,  was 
it  not? 

Senator  Vardaman.  I  suggest,  Mr.  Chairman,  that  that  matter  is 
determined  by  the  proclamation,  and  it  is  not  material  what  the  wit- 
ness may  say  about  it  or  what  opinion  he  may  have. 

The  Chairman.  We  can  put  in  the  proclamation  if  it  is  necessary. 

Senator  Vardaman.  Yes;  we  just  want  to  find  out  what  the  wit- 
ness knows. 

Mr.  Babst.  I  will  state,  however,  that  the  food  administration  did 
take  action  on  that  matter  in  an  announcement  which  they  made,  to 
this  effect: 

The  food  administration  had  authorized  the  exportation  of  orders  taken  prior 
to  August  30  for  aUied  European  nations,  but  will  not  permit  exportations  of 
8U|2:ar  to  American  or  other  neutrals.  This  latter  includes  Newfoundlaiul 
Canada,  Argentina,  and  Mexico,  which  cases  will  be  specially  considered  upo' 
presentation.  Brokers  should  not  solicit  nor  accept  future  export  business,  a-* 
all  orders  will  be  subject  to  decision  of  export  board,  and  will  first  have  to  hs^v 
the  approval  of  International  Sugar  Committee. 

The  Chairman.  Give  me  the  first  line  of  that  again. 
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Mr.  Babst  (reading) : 

The  f(KKl  ailininistration  hna  nuthorlK«l  Uic  exporlHtlon  of  orders  taken  prior 
'  Au^at  30  for  nllled  European  Dntlumi. 

The  Chairman.  Prior  to  that  the  President  had  issued  the  procla- 
latioD? 

Mr.  Babst.  I  assume  so.    I  have  not  it  at  hand. 

Senator  Jones.  In  judging  from  your  knowledge  of  the  sugar 
tuation  at  the  time  that  embargo  was  placed,  was  it  advisable  to 
ave  placed  such  an  embargo  in  order  to  preserve  the  supply  of  the 
initcsl  States? 

Mr,  Babst,  It  was  very  advisable,  and  a  very  salutary  act,  in  my 
idgment. 

Senator  Jones,  And  it  resulted  in  what  benefit  to  the  people  of  the 
Inited  States? 

Mr.  Babst.  It  resulted  in  the  saving  of  many  thousands  of  tons  of 
igar  in  this  country  that  otherwise  would  have  gone  to  neutral  na- 
ons  and  to  the  other  countries  enumerated  in  the  food  administra- 
on  order,  which  I  have  just  read.  It  also  prevented  the  taking  of 
U  further  business  from  neutral  nations  who  had  been  in  our  market 
uring  the  summer  months. 

Senator  Jones.  What  effect  did  that  have  upon  the  price  of  sugar, 
'  anyt 

Mr.  Babst.  Well,  it  was  one  of  the  aids  to  the  food  administration 
1  stnbilizing  prices  and  taking  other  steps,  which  have  resulted  in  a 
eady  decrease  of  the  price  of  refined  sugar  since  the  food-control  act 
ns  passed,  as  well  as  a  decrease  in  the  price  of  raw  sugars  from  the 
^rresponding  date,  all  of  which  is  shown  on  this  chart. 

The  Chairman.  That  is  the  same  chart  which  has  been  offered  in 
ridence  t 

Mr.  Babst.  Yes;  it  is  the  same  chart. 

Senator  Jones.  Kegarding  the  retail  price  of  sugar  in  the  United 
tates,  of  course  that  involves  the  price  of  sugar  from  the  refiners  to 
ie  wholesalers. 

Mr.  Babst.  Yea ;  and  then  to  the  retailers. 

Senator  Jones.  And  then  to  the  retailers.  I  will  ask  you  what 
ffect  there  has  been  upon  such  prices  by  the  things  which  it  has  l>een 
tated  here  that  the  food  administration  has  done? 

Mr.  Babst.  The  ordinary  operation  of  the  law  of  supply  and  de- 
land  has  been  more  or  less,  if  not  entirely,  suspended,  and  retail 
rices,  which  under  normal  conditions  would  have  gone  to  a  vei-y 
iph  figure,  indeed 

The  Chaikman,  Ketail  prices? 

Mr.  Babst  (continuing).  Betail  prices — ^have  been  controlled  and 
tnbilized  and  have  been  Drought  down  to  what  has  been  considered  a 
easonable  margin  of  profit  lor  the  services  performed  both  by  the 
obber  and  by  the  retailer. 

The  Chairman.  Let  me  ask  you  this:  You  say  that  the  food  con- 
rol  has  never  undertaken  to  regulate  the  retail  business  of  this 
onntryt 

Mr.  Babst.  They  have  as  to  all  retailers  doing  a  business  of  more 
ban  $100,000  per  annum,  and  they,  in  cooperation  with  the  various 
niinicipal  and  State  officials,  largely  through  publicity  and  the  pub- 
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lication  of  the  prices  of  sugar  at  retail,  have  had  a  very  marked  effect 
on  the  situation. 

The  Chaikman.  What  you  mean  to  say  is  that  they  license  a  dealer 
doing  more  than  $100,000  a  year  business,  and  then  they  have  put 
out  some  publications  from  time  to  time  saying  what  they  think  is 
a  fair  price  for  sugar;  but  you  do  not  mean  to  say  that  they  have 
regulated  the  price  charged  by  the  retailer. 

Mr.  Babst.  ^ot  in  any  legal  sense,  at  all;  but  in  the  practical 
sense. 

The  Chairman.  What  they  have  done  has  been  in  putting  out  those 
figures  about  retail  prices.  Nearly  every  paper  in  the  United  States 
on  its  own  motion  has  been — well,  I  will  use  the  term — lambasting 
the  people  that  charge  unfair  prices,  and  local  food  boards  have  been 
doing  the  same  thing,  and  there  has  been  a  general  public  propa- 
ganda of  that  character :  and  do  you  mean  to  say  that  the  food  con- 
trol did  all  of  this,  or  do  you  claim  that  the  American  people  had 
something  to  with  it? 

Mr.  Babst.  I  claim  that  the  spirit  of  cooperation  of  the  American 
people  under  the  principles  and  ideals  which  lay  back  of  the  food- 
control  bill,  which  caused  Congress  to  pass  it.  We  had  a  case  last 
spring  where,  with  similar  conditions,  when  there  was  no  food- 
control  bill  and  there  was  no  opportunity  for  such  cooperation,  retail 
prices  went  to  15  and  20  and  25  cents  a  pound,  even,  in  the  neighbor- 
hood of  and  in  outlying  districts  of  Boston. 

The  Chairman.  What  was  that  on? 

Mr.  Babst.  That  was  on  sugars. 

The  Chairman.  Did  you  not  have  just  as  good  a  control  up  in 
Boston  as  you  had  in  other  parts  of  the  country? 

Mr.  Babst.  I  will  ask  the  stenographer  to  read  my  answer.  I 
think  that  covers  it. 

(The  stenographer  read  the  answer  of  the  witness  as  follows:) 

r  claim  that  the  spirit  of  cooperation  of  the  American  people  under  the  prin- 
ciples and  ideals  which  lay  back  of  the  foo<l-control  bill,  which  caused  CSonj^ress 
to  pass  It.  We  had  a  case  last  spring  where,  with  similar  conditions,  when 
there  was  no  food-control  bill  nnd  tfiere  was  no  opportunity  for  such  coopera- 
tion, retail  prices  went  to  15  and  20  and  25  cents  a  pound,  even.  In  the  neighbor- 
hood of  and  in  outlying  districts  of  Boston. 

The  Chairman.  You  say  it  went  to  25  cents? 

Mr.  BABst.  Yes. 

The  Chairman.  How  lofig  did  the  price  stay  at  25  cents? 

Mr.  Babst.  Over  a  period  of  some  days  in  the  month  of  February. 

The  Chairman.  What  do  you  mean  by  "some  days?  " 

Mr.  Babst.  I  have  not  here  a  statement  of  the  exact  days,  but  I 

?uote  from  the  New  York  Evening  Telegram,  in  a  special  dispatch 
rom  Boston,  this  statement: 

Sugar  has  Jumped  in  several  Massachusetts  cities  from  7J  to  18  cents  b 
pound. 

The  Chairman.  Well,  you  do  know  as  a  matter  of  fact  that  sugar 
fell  almost  immediately,  do  you  not  ?  There  was  a  little  pinch  for  a 
few  days,  a  little  scare,  and  then  the  sugar  refineries  of  the  country 
supplied  the  market. 

Mr.  Babst.  It  started  an  alarm  in  the  New  England  States  which 
had  its  influence  for  a  very  long  time,  but  we  did  not  have  any  such 
prices  as  that  for  any  considerable  length  of  time. 
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The  CuAiBUAN.  It  went  down  to  practicall;  normal  in  a  day  or 
wo;  did  it  noti 

Mr.  Babst.  No;  such  a  condition  as  that,  Senator,  wus  a  very 
erious  situation,  but  it  was  gotten  under  control. 

The  Chairman.  Within  iv  very  few  daysl 

Mr.  Babst.  Well,  a  substantial  number  of  days. 

The  CuAiKMAN.  How  many? 

Senator  Vardaman.  When  was  that? 

Mr.  Babst.  At  the  end  of  February  and  early  in  March. 

The  CiiAinMAN.  Let  him  answer  how  many  days  it  was. 

Mr.  Babst.  I  could  not  state  the  exact  number,  but  I  could  give 
ou  quite  an  interesting  scries  of  facts  on  that  particular  subject  if 
oil  desire. 

Senator  Kenyom.  Would  it  take  you  over  into  the  afternoon  to 
:ive  them? 

Mr.  BAnyr.  I  think  not.  Senator  Kenyon.  I  should  like  to  get 
hrough  this  morning  if  I  possibly  can. 

Senator  Kenton.  I  should  like  to  ask  one  question.  I  realize  that 
ou  are  examining  the  witness,  Senator,  but  it  is  like  the  man  who 
ins  the  floor  in  the  Senate,  he  never  has  a  chance  to  say  anything, 
low  does  the  general  price  of  sugar  to  the  consumer,  the  increased 
irice,  compare  to  the  increased  price  of  other  articles  since  the  war? 
las  sugar  gone  up  more  than  other  staple  articles,  or  less,  or  is  it 
bout  the  same? 

Mr.  Babst.  Sugar  in  the  United  States  all  during  the  period  of  the 
rar  has  been  lower  than  anywhere  else  in  the  world,  taking  the 
vffrage  yearly  prices.  To-day  in  the  United  States,  comparing  it 
n  the  basis  of  food  calorie  value,  it  is  one  of  the  cheapest  food  com- 
nodities  that  we  have.  The  only  commodities  that  are  cheaper  on 
hat  basis  are  the  cereals,  such  as  com  meal,  rolled  oats,  wheat, 
lominy  grits,  grahdm  flour,  rye  flour,  and  then  comes  granulated 
ugar.  After  the  prices  are  readjusted  under  the  proposals  of  the 
'cod  Administration  and  using  the  same  basis  of  comparison,  with- 
ut,  of  course,  knowing  definitely  what  changes  might  come  in  the 
ther  commodities,  it  seems  to  me  very  likely  that  sugar  will  be  the 
heapest  food  commodity  that  goes  on  the  American  table,  as  it  is 
t)-day  the  cheapest  prepared  food  commodity  so  manufactured  that 
s  immediately  ready  and  available  for  consumption. 

Senator  Vardaman.  May  I  ask  a  question,  Senator  Jones,  just  at 
hat  point?  Is  not  that  due  largely  to  the  fact  that  there  is  an 
inusual  supply? 

Mr.  Babst.  I  do  not  think  so.  It  is  quite  the  contrary.  Senator 
/^ardaman.   There  is  no  more  supply  than  there  was  last  year. 

Senator  Vabdaman.  No  more  sugar  than  there  was  last  year? 

Mr.  Babst.  There  is  no  more  sugar  available  for  America  pros- 
wctively  for  1018  than  there  was  for  1917. 

Senator  Vardaman.  Is  the  low  price  the  result  of  any  artificial 
nfluence  which  is  operating  against  the  law  of  supply  and  demand? 

Mr.  Bab8T.  It  is ;  and  prospectively  we  are  going  to  get  this  low 
irice  entirely  through  regulation  and  not  through  the  law  of  supply 
ind  demand,  provided,  of  course,  that  food  control  continnes;  and 
provided,  of  course,  that  the  contract  to  which  six  foreign  nations 
ire  parties  and  which  is  now  being  negotiated  by  the  International 
Sugar  Committee  is  successfully  completed.    This  contract  provides 
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for  an  allocation  of  the  surplus  stocks  of  Cuba,  meeting  the  require- 
ments of  the  British  Royal  Commission  representing  Italy,  France, 
England,  and  Canada,  and  also  for  the  United  States.  I  have  pre- 
pared here  a  chart  which  shows  in  flow  lines  the  price  of  raw  and 
the  price  of  refined  sugar  for  the  years  1913,  1914,  1915,  1916,  and 
1917,  exactly  as  both  prices  operated  under  the  law  of  supply  and 
demand;  and  then  I  nave  extended  on  the  chart  two  prospective 
lines  for  the  year  1918  as  they  will  appear  if  food  control  goes 
through  successfully,  and  these  Hoover  contracts  which  are  now 
being  negotiated  by  the  International  Sugar  Committee  are  success- 
fully closed. 

Senator  Kenyon.  What  question  are  vou  answering  now.  Mr. 
Babst  ? 

Mr.  Babst.  I  was  answering  Senator  Vardaman's  question. 

Senator  Kenyon.  When  mine  was  answered,  I  did  not  want  to 
start  off  anything  else. 

Mr.  Babst.  I  should  like  to  present  this  chart  as  an  exhibit  to 
accompany  my  testimony. 

The  Chairman.  Before  the  chart  goes  in,  I  should  like  to  ask  you 
as  to  the  prices  which  will  prevail  ii  all  these  arrangements  are  car- 
ried out.  Does  the  question  of  production  have  anything  to  do  with 
what  those  prices  will  be?    As  to  the  future,  that  is  an  anticipated 

Erice,  an  anticipated  arrangement.  Will  the  question  of  production 
ave  anything  to  do  with  it  ? 

Senator  Vardaman.  I  wish,  before  you  ask  that,  you  would  let  me 
follow  that  up  with  a  question. 

The  Chairman.  I  will  withdraw  my  question. 

Senator  Vardaman.  No  ;  I  want  him  to  answer  it  later,  but  I  asked 
if  the  supply  was  not  now  greater  than  usual,  a  little  above  the  nor- 
mal. You  say  it  is  not.  Is  not  the  j)rospecti\;e  supply,  the  supply 
coming  in  from  this  crop,  the  crop  which  is  raised  this  year  in  Cuoa, 
in  excess  of  the  normal  supply  of  600,000  tons? 

Mr.  Babst.  There  is  but  very  little  sugar  that  has  been  produced  so 
far  in  Cuba. 

Senator  Vardaman.  And  I  will  ask  you  if  that  will  not  affect  the 
price  that  you  speak  of  that  you  anticipate  will  prevail? 

(By  request,  the  reporter  read  the  preceding  answer  of  the  witness. 
as  follows:) 

There  is  but  very  little  sugar  that  has  been  produceil  so  far  In  Cuba. 

Mr.  Babst  (continuing).  And  it  will  not  be  until  after  April  or 
May  that  we  will  get  any  accurate  gauge  on  what  actually  will  be 
produced  in  Cuba  out  of  this  crop.  There  are  many  estimates  being 
made,  as  there  are  every  year,  of  what  that  crop  is  going  to  be.  Last 
year,  for  example,  an  estimate  of  3,400,000  tons  was  made.  The 
actual  production  was  3,000,000  tons.  Everyone  estimates  on  sugar 
in  Cuba  just  as  we  do  on  wheat  in  this  country. 

Senator  Jones.  Who  made  that  estimate  of  3,400,000  tons?  Wil- 
lett  &  Gray,  did. they  not? 

Mr.  Babst.  The  estimate  I  referred  to  is 

The  Chairman.  That  has  all  been  put  in.  It  has  all  been  gone 
over.    Every  one  of  those  figures  has  been  put  in. 

Senator  Jones.  I  do  not  think  so. 

Senator  Vardaman.  I  did  not  ask  for  that.    I  asked 
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>enator  Jones.  No;  this  has  not  gone  in  so  far  as  I  Imow  ns  shoiv- 

what  the  estimated  crop  of  this  year  was  and  what  the  actual 
p  will  be. 

he  Chaibman.  I  thought  so,  but,  of  course,  if  you  think  not,  let 

I  give  it. 

enator  Jokes.  Ko;  I  do  not  think  it  has  gone  in. 

"he  Chairman.  Would  it  help  you  any,  Mr,  Babst,  if  I  made  a 

gestion  ( 

Ir.  Babst.  Oh,  I  know  myself. 

'he  Chairman,  Verj'  well.    I  thought  you  were  looking  it  up. 

By  request,  the  reporter  read  the  unfinished  answer  of  the  witness 

Follows:) 

lie  estimate  I  referred  to  Is 

tr.  Babst  (continuing).  Is  the  estimate  made  by  Mr.  Himely,  a 

-sugar  expert,  who  in  the  agent  of  the  Federal  Sugar  Kefining 
,  resident  in  Cuba.  The  actual  outturn  of  the  crop  was  slightly 
r  3,000,000  tons,  and  it  was  the  largest  crop  Cuba  ever  produced. 
>  estimate  is  like  all  estimatetj.  There  are  many  estimates.  There 
n  estimate  made  by  Guma,  another  expert ;  but  the  thing  that  has 
;o  through  the  sugar  refineries  and  supply  the  people  is  the  actual 
ar,  and  in  these  matters,  especially  in  this  matter  of  this  inter- 
ional  allocation,  we  are  looking  at  actual  I'esults  of  crops  rather 
n  taking  the  risk  of  estimates  made  so  early,  so  long  before  the 
p  is  made. 
>enator  Jones.  I  will  ask  you  if  Willett  &  Gray,  who  seem  to  he 

recognized  statisticians  on  this  subject,  did  not  on  January  16  of 
i  year  publish  their  estimate  of  3,400,000  tons  for  the  Cuban  crop — 
^  28? 

ir,  Babst.  I  assume  that  is  entirely  correct,  but  I  will  confirm  it 
a  moment  [after  examining  papers].  The  estimate  stated  by  the 
lator  is  correct. 

senator  Jones.  And  the  actual  crop  was  3,023,000  tons,  was  it  notl 
Jr.  Babst.  That  is  the  actual  crop. 

L'he  Chairman.  Would  it  interfere,  Senator  Jones  if  at  this  point 
lut  in  the  official  estimate  of  the  Cuban  Government  on  its  cropt 
Senator  Jones.  I  have  no  objection  at  all. 
*Ir.  Babst.  The  estimate  of  Willett  &  Gray,  given  on  October  25, 

T.  for  the  present  crop  now  being  ground,  and  which  will  continue 

ring  the  first  six  months  of  1918,  is  3,200,000  as  against  the  Himely 

iraate  of  3,600,000;  so  that  it  is  illustrative  of  the  differences  of 

inion  in  such  a  matter. 

Phe  Chaibuan.  But  the  official  estimate  of  last  year's  crop  was 

50,000.    I  want  to  get  those  figures  in.    Do  you  know  what  it  wast 

rv  well,  if  you  do  not  know. 

ilr.  Babst.  What  you  are  referring  to  is  the  estimate  of  James  L. 

gers,  American  consul  general  at  Habana.    That  ia  contained  in 

',  consular  reports,  I  assume.    He  is  a  very  well-informed  man  on 

ban  statistics,  but  he  is  not  a  man  of  the  standing  of  Mr.  Guma  or 

-.  Himely, 

rile  Chairman.  What  I  had  in  mind  was  the  official  announcement 

the  Cuban  Government  which  was  made  last  March ;  and  as  you 
e  not  familiar  with  the  figures,  I  will  not  interrupt.    I  will  put  it 

from  another  source. 
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Senator  Jones.  So  there  is  no  means  of  knowing  definitely  just 
how  much  sugar  will  be  obtained  from  Cuba  this  next  year — ^that  is, 
knowing  it  at  the  present  time? 

Mr.  ITabst.  There  is  no  means  of  knowing,  and  there  is  every  rea- 
son, well-known  to  the  members  of  the  committee,  why  the  estimate 
should  be  a  conservative  one. 

Senator  Jones.  If  3'ou  take  out  of  the  world  market  for  this  year 
the  sugar  which  is  locked  up  in  Java,  which  seems  not  to  be  practi- 
cally available,  state  whether  or  not  there  is  a  shortage  of  sugar  as 
compared  with  the  years  prior  to  last  year! 

Mr.  Babst.  There  are  two  kinds  of  sugar  in  the  world — ^available 
nnd  unavailable  sugar.  As  I  said  the  other  day,  unavailable  sugar  is 
like  gold  that  is  not  mined ;  but  looking  entirely  to  available  sugars— 
by  that  I  mean  sugars  that  are  available  for  the  American  market 
and  for  the  markets  of  the  allied  countries  represented  on  this  in- 
ternational sugar  committee — it  is  a  matter  entirely  of  business  judg- 
ment and  estimate. 

As  to  whether  the  available  sugars  and  the  estimated  requin^- 
ments  are  not  within  a  very  narrow  range  of  balance,  we,  acting  as . 
committee  in  allocatm^  these  world  sugars,  have  held  ourselves  m  a 
tentative  position,  with  both  minimum  and  maximum  allotments,  so 
as  to  avail  ourselves  of  the  knowledge  of  the  outturn  of  the  actuni 
crops  as  f hey  develop  from  time  to  time.  The  situation  is  especially 
affected  by  this  question  of  tonnage.  This  is  an  aside,  but  it  is  im- 
portant, if  I  may  put  it  in. 

Senator  Jones.  Yes;  I  should  like  you  to  bring  in  that  factor.  I 
intended  to  specifically  refer  to  it  later. 

Mr.  Babst.  I  had  something  figured  out  here  on  tonnage.  The 
thing  we  are  trying  to  do,  among  other  things,  is  to  avoid  drawins; 
upon  a  surplus  of  sugar  in  the  island  of  Java  about  which  there  is 
not  very  accurate  or  definite  information,  so  far  as  amount  is  con- 
cerned. This  sugar  in  Java  is  not  available  to  the  United  States 
Great  efforts  have  been  made  to  move  that  sugar,  but  a  ship  contain- 
ing Java  sugar  has  not  nosed  into  an  American  port  for  many,  many 
months.  The  Royal  English  Commission  on  the  sujgar  supply  have 
bought  these  Java  sugars,  and  have  from  time  to  time  moved  them 
both  to  England  and  to  France;  but  the  burden  of  tonnage  to  make 
this  long  voyage  is  so  great  that  they  are  making  every  effort,  and 
one  of  the  purposes  of  this  international  sugar  committee,  acting 
as  a  convention  of  all  these  Governments,  is,  to  avoid  the  use  of  ton- 
nage in  this  long  haul.  It  takes  150  days  for  a  ship  to  go  from  the 
United  Kingdom  to  Java  and  return,  counting  in  the  loading  and 
discharging  at  both  ends,  and  traveling  at  the  rate  of  200  miles  a 
day.  A  ship  traveling  from  New  York  to  France  at  200  miles  a  day 
takes  50  days  for  the  round  trip ;  so  that  a  ship  can  make  three  tri{» 
from  New  York  to  France  and  return  while  it  is  making  one  tnp 
from  the  United  Kingdom  to  Java  and  return. 

Senator  Kenton.  Can  a  ship  make  that  time  now  to  France? 

Mr.  Babst.  They  have  to  go  around  the  Cape  of  Good  Hope.  The 
Mediterranean  is  closed  to  commercial  shipping,  otherwise  the  trip 
would  be  shorter. 

Senator  Kenton.  I  thought  you  said  from  New  York  to  France. 

Mr.  Babst.  Oh,  the  trip  from  New  York  to  France,  yes. 
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Senator  Kenton.  Can  it  be  made  in  that  timet 

^r.  Babst.  It  can  be  made  in  that  time  now. 

rhe  Chairbian.  That  is  about  10  milea  an  hour,  is  it  not?    A 

itty  ODod  speed. 

^r.  Babst.  That  is  at  the  rate  of  200  miles  a  day.    These  are  cargo 

ps. 

lenntor  VAnDAMAN,  Sailing  sbips^  are  theyf 

^Ir.  Babst.  No;  they  Qre  steamships;  200  miles  a  day  for  a  enr^ 

p  of  4.000  tons  burden.    Now,  the  object  of  the  allies  is  to  avoid 

i]in<;  sitgiir  from  Java  to  Europe,  and  they  are  asking  Cuba  and 

!  United  Stntes  to  snpply  them  with  sugar  to  take  its  place. 

ienntor  Jox'Rn.  I  will  nsk  you 

kir.  Babst.  Mny  I  finish  thist    It  is  quite  illustrative. 

senator  Jones.  Yes, 

Hr.  Babst.  The  United  States  is  making  every  effort  to  comply 

h  this  regiiest,  for  the  very  interesting  relison  that  a  4,000-ton 

p,  which  is  the  ordinary  cargo  ship  will  carry  1,000  men;  and 

refore  if  we  could  save  the  United  Kingdom  or  the  allies  from 

nsporting  400,000  tons  of  Java  sugar,  which  is  a  very  small  part 

their  requirements,  from  Java  to  the  United  Kingdom,  which 

iild  require  100  ships,  we  would  release  for  the  American  Govcrn- 

nt  these  same  ships,  or  we  would  save  for  the  use  of  the  American 

vernment  these  same  ships,  which  could  take  300,000  men  of  our 

my  from  the  United  States  to  France. 

I'he   Chairman,  You  know,  while  you  are  giving  those  figures, 

it  outside  of  Java,  there  is  this  year  as  much  sugar  available  as 

Te  was  last  year,  laclring  some  16,000  tons,  according  to  the  best 

imntes,  do  you  not — leaving  Java  sugar  right  where  it  is? 

\lr.  Babst,  I  do  not.     That  is  entirely  a  question  of  judgment  and 

opinion. 

rhe  Cmaibmah.  I  will  ask  you  if  that  is  not  what  is  shown  by 

llett  &  Gray's  figures? 

Hr.  Babst.  I  am  referring  to  matters  within  my  Itnowledge  as  a 

mber  of  this  international  sugar  committee,  where  this  matter 

i  received  n  great  deal  of  attention. 

rhe  Chairman.  Have  you  any  knowledge  superior  to  that  of  Wil- 

;&Gray! 

Hr.  Babst.  On  many  things  I  think  I  have, 

rhe  Chairman.  And  yet  yon  did  not  eten  know  a  while  ago  how 

ny  thousand  tons  of  sngnr  might  have  been  held  last  year  or  might 

IV  be  held  over  here  in  California. 

Hr.  Babst.  I  did  not  so  state. 

rhe  Chairman.  Just  for  the  sake  of  getting  it  in  nt  this  point,  I 

nt  to  say  that  Willett  &  Gray,  which  I  have  here  before  me,  show 

•  following  conditions:  This  year's  crop,  the  world's  supply,  is 

770,250   tons.     Java,   1,800,000   tons.     Deducting   that   from   the 

Hd's  supply  leaves  a  world's  supply  for  1917-18  of  14,970,250 

IS.     For  the  year  1916-17— that  is,  last  year — the  world's  supply 

s  16,582,234  tons.     The  Java  supply  was  1,590,174  tons,  which, 

ng  deducted,  left  14,98G,160  tons.     In  other  words,  there  were,  in 

iiid  numbers,  16,000,000  tons  difference  between  the  two  crops. 

lese  Bgures  omit  the  Teutonic  powers,  a  part  of  Europe  which  U 

:  out. 

8&4G1— 18 19 
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Mr.  Babst.  I  assume  your  calculations  on  the  figures  of  Willett  & 
Gray  are  entirely  correct. 

The  Chairman.  We  got  along  last  year  on  the  sugar  available. 

Mr.  Babst.  That  is  not  the  Question  this  year  at  all,  and  I  am  very 
certain  the  figures  given  by  Willett  &  Gray  as  to  the  Java  crop  are 
not  correct — that  is,  for  19i7. 

The  Chairman.  That  does  not  make  any  difference  if  we  can  not 
get  it,  anyway. 

Mr.  Babst.  It  does  not.  I  do  not  know  just  where  I  am  with  your 
question,  Senator  Jones. 

The  Chairman.  I  can  tell  you.  You  were  discussing  the  question 
of  how  many  boats  it  would  take  to  haul  American  soldiers  over  to 
Europe,  and  just  what  question  Senator  Jones  asked  with  reference 
to  that  I  have  no  knowledge.  I  did  not  hear  any  such  question. 
Senator  Jones,  I  beg  your  pardon,  but  I  want  to  clear  that  up. 

Senator  Jones.  It  ife  perfectly  right,  provided  the  committee  does 
not  get  impatient  with  the  delay.  I  am  very  patient  myself,  but  I 
am  willing  to  have  all  of  these  interruptions. 

The  Chairman.  I  do  not  want  to  interfere  with  your  discu&^ion 
of  the  matter  at  all. 

Senator  Jones.  You  say,  Mr.  Babst,  that  the  supply  and  demand, 
so  far  as  you  can  estimate,  of  the  incoming  crop  of  sugar  for  the  next 
year  is  very  evenly  balanced.  I  mean  that  the  demand  for  actujil 
consumption  is  very  evenly  balanced  with  that  of  the  supply.  Is 
that  so  ? 

Mr.  Babst.  The  whole  law  of  supply  and  demand  in  sugar  is  sus- 
pended in  all  of  the  allied  countries,  with  the  exception  of  the  United 
States,  where  it  is  in  process  of  being  suspended.  Therefore,  by 
means  of  regulating  the  consumption  in  these  various  countries,  it  is 
possible  for  the  Governments  by  international  arrangements  to  se- 
cure allotments  for  their  Governments  sufficient  to  fill  their  arbi- 
trarily fixed  consumption  demands. 

Senator  Jones.  To  get  at  it  more  accurately,  perhaps,  I  will  ask 
you  what  is  the  necessity  at  this  time,  and  what  has  there  been  for 
some  months,  for  an  international  commission  composed  of  repre- 
sentatives of  this  country  and  of  other  countries? 

Mr.  Badst.  Such  a  commission  was  first  established  in  the  Unltod 
Kingdom,  in  order  to  absolutely  control  by  the  Government  the 
whole  matter  of  the  purchase,  distribution,  and  consumption  of 
sugar,  under  a  very  simple  royal  warrant,  with  full  power  to  buy, 
sell,  and  distribute.  This  was  an  effort  to  overcome  the  ordinary  lin^s 
of  supply  and  demand,  and  it  worked  partially  successfully.  How- 
ever, there  were  still  in  the  world's  markets  the  other  Governments 
of  France  and  Italy,  as  well  as  the  United  States,  and  the  independ- 
ent refiners  in  those  countries,  which  continued  the  competition  with 
steadily  rising  prices  for  raw  sugar,  as  is  illustrated  in  the  flow  lines 
on  this  chart. 

Senator  Jones.  By  the  way,  at  this  point  I  shall  ask  that  the  chart 
referred  to  be  considered  in  evidence. 

Senator  Vardaman.  It  had  better  be  marked.  . 

(The  chart  referred  to  was  marked  "Babst  No.  2,  Exhibit  No. 
68.") 

Mr.  Babst.  This  world  competition  of  the  allied  countries  for 
sugar  was  brought  about  by  the  fact  that  there  is  inclosed  within 


BHOKTAQE  OF  SUQAB.  291 

le  battle  lines  of  Europe,  in  round  figures,  about  one-third  of  the 

Grid's  sugar  supply,  and  England  had  been  drawing  her  supply 

om  the  Central  Powers  for  many  years,  as  well  as  France,  and  for 

le  most  part  was  forced  to  go  to  Cuba,  which  was  the  nearest  and 

itckest  market,  in  order  to  get  their  needed  supplies.    We  felt  the 

suits  of  the  invasion  of  the  Cuban  market  in  tne  United  States  at 

ice.  upon  the  opening  of  (he  European  wiir,  and  yoir  will  ^w  in 

lis  chart  marked  "Bal;st  Xo.  -2,"  in  1914  a  very  sharp  advani«  in 

le  price  of  raw  sugar,  and  a  very  sharp  corresponding  advance  in 

10  price  of  refined  sugar  to  the  American  consumer  by  reason  of 

ic  Royal  English  Commission  on  sugar  supply  purchasing  large 

lantities  in  Cuba  in  competition  with  American  refiners. 

The  Chairman.  I  notice  this  point  on  the  chart  is  sharp.     Does 

lat  indicate  that  the  advance  occurred  in  a  few  days? 

Mr.  Babst,  It  indicates  an  advance  within  a  short  time  from  ap- 

oxiiiiately  3^  cents  a  pound  for  raw  sugar  to  SJ  cents  a  pound. 

Senator  Jones.  Is  that  the  price  in  Cuba? 

Mr.  Babst.  No  ;  this  is  the  duty-paid  price  in  New  York. 

The  Chairman.  I  think  we  better  start  with  Cuba  or  with  Now 

ork  price. 

Mr.  Babst.  We  have  been  giving  the  duty-paid  price  delivered  in 

ew  York  for  raw  sugar  from  the  first  and  I  am  now  giving  the 

me  figures.    The  advance  was  from  3J  cents  a  pound.  New  York 

itv  paid,  to  5|  cents  a  pound. 

The  Chairman,  Won't  you  let  me  interject  a  question  right  therel 

see  that  point  is  very  sharp  on  the  chart.     Does  that  indicate  that 

ose  high  prices  were  only  maintained  for  a  very  short  time? 

Mr.  Babst.  It  does. 

The  Chaihman,  And  that  is  the  high  mark  that  was  re:ichod? 

Mr.  Babst.  Yes. 

The  Chairman.  Probably  for  a  day  or  upon  some  one  purchase? 

Mr,  Babst.  Oh,  no;  the  high  mark  prevailed  for  a  short  time,  but 

receded  after  England  had  secured  the  supplies  which  she  started 

It  to  purchase. 

The  Chairman.  It  all  happened  in  one  month,  and  it  is  indicated 

r  a  small  part  of  that  month.     However,  we  shall  get  the  tables 

id  that  will  be  better. 

Mr.  Babst.  That  would  be  better.     After  a  natural  recession,  this 

iw  line  of  raw-sugar  prices  in  Cuba  has  been  steadily  ndvancing 

iring  the  years  1915,  1916,  and  1917,  up  to  the  beginning  of  the 

ar  1918,  with  corresponding  increases  in  the  price  of  refined  sugar. 

^ienafor  Jones,  I  would  like  now  to  recall  the  question  again  and 

E  if  you  have  anything  more  to  add  to  your  answer. 

(The  question  was  repeated  as  follows:) 

Tn  Ret  ot  tlie  point  more  aptiirutely.  [iprlinps,  I  wiil  nsk  you  wliiit  is  the 

rpsslty  at  this  time,  and  what  has  there  been  for  siiuic  mcuitlis,  f.ir  nil  inter- 

li.ninl  (ijniiiiisslon  comiHweil  of  representiitives  of  this  country  un'l  of  other 

Mr,  Babst.  Coming  back  to  the  question  more  directly,  I  should 
y  that  the  dislocation  of  the  world's  sugar  markets,  the  necessity 
r  conserving  tonnage,  and  the  violent  advances  in  the  price  of  raw 
gar  under  the  law  of  supply  and  demand  have  finally  resulted  in 
le  suggestion  for  the  formation  of  an  International  .Sugar  Commits 
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tee,  which,  by  combining  the  purchases  of  all  of  the  competing  na- 
tions party  to  it  would  substitute  regulation  and  stablizing  and  lower 
the  prices  rather  than  the  law  of  supply  and  demand.  It  is  entirely 
oviaent  by  past  experience  that  without  such  regulation  the  price  of 
raw  sujgar  undoubtedly  would  continue  to  advance,  and  correspond- 
ingly increase  the  pnce  of  refined  sugar  not  only  to  the  United 
States  but  to  all  of  the  rest  of  the  allied  countries. 

The  Chairman.  And  where  you  have  set  it  now  is  way  above  its 
average  in  any  other  year,  is  it  nott 

^  Mr.  Babst,  That  is  perfectly  true — ^no,  not  above  the  average  of 
every  other  year. 

Senator  Vardaman.  The  average  of  a  period  of  years  would  be 
the  proper  question. 

The  Chairman.  I  will  take  the  average  of  any  year;  give  the 
highest  there  is  in  the  last  20  years. 

Mr.  Babst.  The  place  where  regulation  will  put  it  is  a  marked 
halting  of  a  steadily  advancing  price  of  raw  sugar  ever  since  the 
European  war  brolce  out. 

The  Chairman.  Is  it  not  higher  where  you  have  put  it  than  it  has 
averaged  in  anv  other  year? 

Mr.  Babst.  1  have  not  made 

The  Chairman.  Look  at  your  own  map. 

Mr.  Babst.  On  my  own  map  it  shows  it  is  considerably  lower 
than  the  average  would  be  for  the  past  year,  1917. 

Tlie  Chairman.  Do  you  say  that,  taking  the  whole  sugar  supply 
in  America? 

Mr.  Babst.  I  do,  without  having  made  a  critical  examination  of 
the  subject,  being  guided  by  the  cliart  which  speaks  for  itself. 

Senator  Jones.  It  would  not  miss  it  so  very  much  on  the  year 
191C. 

Mr.  Babst.  It  is  very  close  to  the  year  1916. 

The  Chairman.  Very  well,  we  will  get  the  prices  and  have  them 
actually. 

Senator  Jonzs.  If  the  United  States  had  not  joined  in  an  inter- 
national committee  for  regulating  the  supply  oi  raw  sugars,  what 
would  have  been  the  effect,  in  your  opinion,  upon  the  pnce  of  raw 
sugar  during  the  coming  year? 

Mr.  Babst.  So  far  as  one  can  look  into  the  estimates  of  available 
sugars  of  the  world,  the  competition  between  the  United  States  and 
the  refiners  acting  independently,  and  the  allied  countries,  would 
have  resulted  in  suddenly  increasing  the  price  of  raw  sugar  and  of 
steadily  corrospondin<rly  increasing  the  price  of  refined  sngar.  I 
think  that  is  the  opinion,  so  far  as  I  know,  of  the  sugar  industry, 
so  far  as  it  has  been  disclosed  to  me. 

Senator  Jones.  Let  me  ask  you  a  further  question.  Assuming 
that  it  is  advisable  to  allot  the  Cuban  sugars  and  other  world  sngt\rs 
outside  of  the  United  States,  between  the  United  States  and  the 
European  allies,  would  it  be  practicable  to  allot  that  sugar  without 
in  some  way  regulating  or  arrancfing  so  that  the  price  would  be 
common  to  the  refiners  of  the  United  States?  How  would  you 
handle  an  allotment  to  the  United  States  unless  there  were  a  com- 
mon price  among  the  refiners  for  that  allotment? 

Mr.  Babst.  Oh,  it  would  be  extremely  difficult,  and  largely  im- 
practicable.    So  far  as  the  opinion  of  the  sugar  industry  is  con- 
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Tied,  the  terms  have  been  worked  out  by  the  Food  Administration 
ter  consultation  with  every  man  who  is  familiar  with  sugar  con- 
:ions  in  this  country,  with  all  of  the  refiners,  and  it  has  resulted 
this  voluntary  contract  which  has  been  signed  by  every  cane- 
gar  refiner  in  the  United  States,  and  they  approach  that  whole 
titer  with  a  spirit  of  cooperation  which  is  worthy  of  credit  to 
;  industry. 

rhe  Chajbmah.  That  was  purely  Toluntaryl 
Mr.  Babst.  The  contract  was  purely  voluntary, 
rhe  QuMMMAK.  Don't  you  know,  as  a  njatter  of  fact,  that  these 
:n  were  brought  to  Washington  and  practically  told  that  they 
d  to  enter  into  these  Qgreementat 

Mr.  Babst.  They  were  not.  I  was  present  at  every  word  that  was 
d.  My  own  companies  acted  absolutely  voluntarily  and  we  are  in 
U  sympathy  and  accord,  and  for  many  months  I  personally  have 
ia  suggesting  some  plan  which  would  accomplish  this  end,  be- 
ise  it  was  perfectly  evident  that  this  country  had  to  adopt  in  the 
>r]d  war  conditions  the  same  methods  and  means  that  worked  out 
rcessfuUy  in  other  countries. 

Senator  Jones.  What,  in  yoor  opinion,  has  been  the  effect,  so  far 
the  prices  to  the  consumers  in  the  United  States  are  concerned,  of 
lOt  has  been  done  in  an  international  way  and  in  a  national  way, 
far  ns  the  United  States  is  concerned  i 

Mr,  Babst.  These  charts — and  I  wish  to  have  them  all  marked  as 
liibits  in  connection  with  my  testimony — show  conclusively  that 
ico  the  very  day  that  the  food-control  net  was  passed  on  August  10 
ire  has  been  a  continued  and  actual  decline  both  in  the  price  of 
IT  and  of  refined  sugars,  until  the  industry  now  has  substantially 
justed  itself  in  tliis  country  in  preporation  for  the  new  prices 
lich  will  prevail  under  this  interallied  governmental  contract 
(The  charts  referred  to  bv  the  witness  were  marked  "  Babst  No.  1, 
;hibit  No.  67,"  to  "  Babst  No.  5,  Exhibit  No.  61,"  inclusive.) 
Senator  Vabdaman.  Senator  Jones,  may  I  ask  a  question  just  at 
s  point! 

Senator  Jones.  Certainly. 

Senator  Vardauan.  In  the  administration  of  this  law  have  all  of 
:  refineries  enjoyed  equal  opportunities  in  the  allocation  of  the 

Mr.  Babst.  They  have. 

riic  CiiAuiUAN.  And  of  the  other  sugars  that  come  into  the  United 
itcs? 

Mr.  Babst.  They  have.  The  contract  which  has  been  signed  by 
of  these  refiners  provides   for  the  appointment  of  the  com- 

ttee 

Senator  Vardaman.  I  recall  the  contract;  but  I  want  to  know  in 

'.  operation  of  it  whether  all  of  the  refiners  have  had  an  equal 

rrortunity. 

ilr.  Babst.  They  have  had  absolutely  equal  opportunity,  and  they 

Fe  it  in  the  apportioning  of  the  sugars, 

Senator  Vabdaman,  Have  some  of  the  refiners  been  able  to  secure 

^r  and  continue  their  operations  where  others  have  been  compelled 

close  down? 
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Mr.  Babst.  They  have  not,  unless  they  did  not  wish  to  take  the 
sugars.  The  sugars  hare  been  fairly  and  equally  apportioned  among 
the  various  refiners  and  by  the  i-efiners  tnemselves.  The  supplies 
were  so  small 

Senator  Vaboaman.  No  international  or  national  organization  en- 
gaged in  refining  sugar  has  obtained  advantage  over  any  other  mem- 
>er  of  the  organization? 

Mr.  Babst.  None  whatever ;  and  I  think  I  could  say  unqualifiedly 
that  all  the  refiners  of  the  United  States,  if  called  to  this  ro<Mn,  would 
say  so,  with  the  single  exception  of  which  we  have  spoken  and  which 
has  been  spoken  of  neretofore. 

Senator  Jones.  In  that  connection  let  me  call  your  attention  to  a 
point  that  was  made  by  Mr.  Spreckels.  He  undertook  to  leave  the 
impression,  as  I  understood  it,  that  if  he  had  been  permitted  to  bid 
a  little  higher  for  Cuban  sugar  his  factory  would  not  have  closed  and 
that  he  could  have  relieved  the  sugar  shortage.  I  wish  you  would 
state  what,  in  your  opinion,  would  have  been  the  effect  of  permitting 
him  to  bid  higner  for  Cuban  sugar  at  the  time  he  referred  to.  State 
what  effect  that  would  have  had  on  the  price  of  sugar  and  how  much 
he  probably  would  have  obtained,  and  so  on. 

Mr.  Babst.  He  would  have  obtained  very  little  more,  if  any,  sugar, 
and  I  doubt  whether  he  would  have  obtained  as  much  as  he  actually 
has  obtained  and  which  has  been  allotted  to  him  by  the  committee  of 
which  he  himself  is  a  member.  There  was  no  available  raw  sugar 
to  supply  the  American  refineries.  The  supplies  were  gone,  and 
these  refineries  closed  down  because  there  were  no  supplies,  no  avail- 
able supplies.  The  supplies  that  would  ordinarily  have  come  to  this 
country  nad  gone  to  Europe. 

The  Chairman.  If  that  is  true,  why  did  Mr.  Hoover,  and  I  think 
your  committee,  issue  an  order  that  there  should  be  no  more  sugars 
purchased  in  Cuba? 

Mr.  Babst.  Because  under  the  law  of  supply  and  demand 

The  Chairman.  The  law  of  supply  and  demand  has  nothing  to  do 
with  it.  You  have  said  that  there  were  no  sugars,  and  if  there  were 
no  sugars,  why  did  you  issue  an  order  to  people  that  they  should 
not  buy  something  that  did  not  exist? 

Mr.  Babst.  I  will  ask  the  reporter  to  repeat  my  last  answer. 

(The  answer  of  the  witness  was  repeated  as  follows:) 

He  would  have  obtained  very  little  more,  If  any.  sugar,  and  I  doubt  whetlier 
he  would  have  obtained  as  much  as  he  actually  has  obtained,  and  which  has 
been  allotted  to  him  by  the  committee  of  which  he  himself  is  a  member.  There 
was  no  available  raw  sugar  to  supply  the  American  refineries.  The  supplies 
were  gone  and  these  refineries  closed  down  because  there  were  no  supplies,  no 
available  supplies.  The  supplies  that  would  ordinarily  have  come  to  this 
country  had  gone  to  Europe. 

Mr.  Babst.  I  mean  no  supplies  to  speak  of — ^a  few  thousand  tons. 

The  Chairman.  If  it  did  not  amount  to  anything,  what  difference 
would  it  make  if  somebody  had  purchased  it.    Why  this  order? 

Mr.  Babst.  Because  the  effort  to  get  those  few  supplies  would  have 
raised  the  price  of  raw  sugar,  and  would  have  raised  the  whole 
market,  in  order  to  have  purchased  a  few  tons  of  raw  sugar.  It 
would  have  raised  it  to  an  unnecessarily  high  price. 
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The  Chairman.  How  could  it  do  that,  when  it  was  all  under  con- 
ol,  when  your  committtee  controlled  the  world  market  and  supplies, 
;  you  have  said?  And  you  afterwards  did  raise  tlie  price! 
Senator  Jones,  "^^Hiat  I  was  trying  to  get  at  is  what  would  have 
!en  the  effect  of  bis  unrestrained  action,  if  he  had  not  submitted  to 
hat  the  committee  was  trying  to  dot 
Mr.  Babst,  I  think  I  have  answered  that. 

The  Chairman.  Suppose  we  take  a  recess  at  this  point  until  2 
clock? 

Senator  Kenyon.  Can  we  not  finish  with  this  witness? 
Mr.  Babst.  I  would  like  very  much  to  finish  my  testimony. 
Senator  Vardaman.  How  much  more  have  you  got  to  say? 
Mr.  Babst.  I  am  practically  through. 

The  Chairman.  The  committee  will  take  a  recess  here  until  2 
clock. 

(Thereupon  at  1  o'clock  and  50  minutes  p.  m.,  the  committee  took 
rfcess  until  2  o'clock  p.  m.) 

AITERNOON   SESSION. 

At  2  o'clock  p.  m.  the  subcommittee  assembled,  pursuant  to  the 
king  of  the  recess. 

E5TIH0HT  OF  HR.  EARL  D,  BABST,  PBESIBENT  OF  THE  AHEBI- 
CAN  SUGAR  REFnmira  COUPAirT,  NEW  YORK  CITT. 

Senator  Jones.  I  will  ask  you  to  state  what  effect,  if  any,  the  regu- 
tion  or  arranging  about  tlie  price  of  raw  sugar  and  granulated 
tgar  has  had  upon  the  profits  of  the  refiners? 

Mr,  Babst.  The  effect  has  been  to  fix  a  maximum  of  profit  beyond 
hich  they  can  not  go,  by  fixing  a  maximum  margin  between  the 
isic  price  of  raw  sugar  as  determined  by  the  international  sugar 
immittee  and  the  price  for  granulated  sugar? 

Senator  Jones.  Then,  this  differential  of  $1.30  is  not  to  fix  one, 
lit  a  maximum  beyond  which  the  refiner  may  not  go. 

Mr.  Babst.  He  may  make  no  profit  beyond  the  profit  which  he 
ould  get  within  the  margin  of  $1.30, 

Senator  Jones.  In  other  words,  if  he  chooses  he  can  offer  it  at  a 
;ry  much  less  differential,  or  without  any  differential? 

Mr.  Babst,  He  can  operate  within  that  margin  under  any  con- 
itions  or  in  any  way  that  he  sees  fit  to  pursue  or  continue. 

Senator  Jones.  State,  if  you  can,  how  this  differential  compares 
ith  the  margin  of  profit  which  was  being  made  by  the  refiners,  or 
ly  of  them  such  as  you  have  information  about,  prior  to  the  time  it 
as  fixed. 

Mr,  Babst.  Oh,  it  is  very  much  less  than  the  margin  of  almost 
I  the  refiners  during  the  year  1917. 

The  Chairman.  May  I  interject  there  to  ask  what  their  margins 
-dinarily  have  been? 

Senator  Jones.  Certainly. 

The  Chairman.  At  the  conclusion  I  would  like  to  have  him  state 
hut  the  margins  were  during  1917,  beginning  with  his  own 
impany. 
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Mr.  Babst.  I  hare  a  ocHnpilation  here  of  the  time  rated  aTenge, 
reading  as  follows: 

The  reflner*s  average  prices,  January  1  to  October  1, 1917,  in  cents  per  ponnd 
net  cash,  fine  granulated  sugar,  selling  price  based  on  refiner's  price  list  each 
day,  whether  selling  or  wididrawn.  Where  no  list  price  is  given,  their  prevknis 
list  price  is  used.  This  table  shows^  under  the  three  heads  of  "granulated," 
"  raw,"  and  "  margin,'*  the  following  results : 

American,  1.210. 


The  Chairman.  That  is  the  price 

Mr.  Badst,  That  is  margin. 

The  Chairman.  Between  the  cost  and  the  selling  price  { 

Mr.  Babst.  As  shown  by  Willett  &  Gray. 

The  Chairman.  That  corresponds  to  tins  1.30? 

Mr.  Babst.  Yes ;  that  is  right. 

American,  1.210;  National,  1.815;  Warner,  1.444;  Arbuckle,  1.518;  Federal, 
1.602. 

This  is  the  only  compilation  that  I  have,  because  it  represents  the 
refiners  whose  prices  are  charted  on  chart  marked  "  Exhibit  No.  60.55 

I  wish  to  state  that  these  tables  have  been  made  up  here  in  Wash- 
ington, and  we  desire  the  opportunit]^  to  check  them  up  very  care- 
fully and  to  make  an^  corrections  which  we  might  find,  and  I  want 
also  to  state  that  similar  margins  could  be  obtained  for  all  of  the 
refiners  of  the  countir. 

The  Chairman.  It  you  will  pardon  me,  just  to  complete  that 
before  we  pass  from  it.  You  have  given  these  figures  from  the  1st 
of  January,  1817,  to  the  1st  of  October,  1917.    I  wish  you  would 

?;ive  us  similar  figures,  for  the  whole  of  the  year  1916  and  also 
or  the  year  1915.  I  think  that  is  far  enough  to  go  back.  I  wish  you 
would  also  give  us  these  figures  for  all  of  the  refiners. 

Mr.  Babst.  I  would  be  very  glad  to  have  such  a  table  prepared. 

S<mator  Jones.  And  I  assume  that  it  may  be  inserted  when  it  is 
brought  in. 

Tlje  Chairman.  Yes ;  except  that  I  wish  you  could  have  it  by  to- 
morrow night. 

Mr.  Babst.  You  do  not  know  what  a  big  thing  you  have  asked  for. 

The  Chairman.  I  thought,  in  view  of  the  fact  that  you  had  com- 
piled this  statement  here  in  Washington,  you  could  perhaps  do  the 
other. 

Mr.  Babst.  Oh,  no ;  that  was  only  from  these  charts  and  what  we 

have  here. 

The  Chairman.  Have  not  these  figures  all  been  prepared  by  the 
statisticians  who  keep  track  of  the  sugar  business  ? 

Mr.  Babst.  Not  in  any  such  manner  as  that. 

The  Chairman.  Very  well. 

Senator  Joni».  I  will  ask  you  to  state  what  has  been  done  under 
this  so-called  food-control  law  as  pending  to  diminish  the  supply  of 
sugar  or  otherwise  to  the  American  consumers. 

Mr.  Babst.  The  law  has  not  had  the  slightest  effect  in  diminish- 
ing the  supply,  so  far  as  American  consumers  are  concerned.  The 
acts  of  the  food  administration  under  the  law,  by  means  of  embargo 
and  requisition,  have  increased  the  supply  many  thousands  of  tons. 

The  Chairman.  Where  from? 


BHOBTAOB  07  EUUIB. 


297 


Mr.  Babst.  As  I  teetified  this  morning,  by  preventing  sugars  leav- 
y  the  country  for  neutral  countries  and  by  requisitioning  sugar  to 
3  extent  of  something  like  16,000  tons,  sold  for  Russia  but  in  this 
jntry  undelivered  this  falL 

Ihe  Chairman,  How  long  would  16,000  tons  last,  now — as  long 
the  proverbial  snowball  t 

Mr.  Babst.  Xo;  at  our  normal  rate  of  consumption  it  would  last 
ky  and  a  half. 

Senator  Jones.  For  the  entire  country? 
Mr.  Babst.  For  the  entire  country. 

Senator  Jones.  \Vhat  effect  did  the  closing  of  the  Sugar  Exchange 
ve  upon  retail  prices  or  wholesale  prices  in  this  country? 
Mr.  Babst.  All  of  the  acts,  the  passage  of  the  food-control  act, 
d  the  various  steps  taken  by  the  food  administration,  which  nat- 
illy  included  the  Sugar  Exchange,  all  resulted  in  decreasing  the 
ice  of  all  grades  and  kinds  of  raw  sugar  and  refined  sugar  and 
urniog  them  to  nearer  normal  conditions,  retail  as  well  as  whole- 
e. 

Senator  Vasdaman.  Did  I  understand  you  to  say,  Mr.  Babst,  that 
'.  speculating  in  sugar  on  the  exchange  has  resulted  in  raising  the 
ce? 

^r.  Babst.  It  has  moved,  naturally,  both  ways, 
semitor  Vardahan.  You  stated  that  closing  the  exchange  prob- 
y  resulted  in  a  decline  in  the  price.     Now,  is  it  always  used  to 
se  the  price! 

\ir.  Babst.  Xot  always;  no.    It  is  like  any  other  exchange  where 
y  are  dealing  in  things — grain  or  cotton  or  anything  else. 
!tenator  Vakdaman.  That  is  what  I  thought. 

Senator  Jones.  Considering  the  sugar  supply  at  the  time  this  par- 
jlar  exchange  was  closed,  what,  in  your  opinion,  was  the  effect 
closing  the  exchange! 

Hr.  Babst.  It  was  a  salutary  effect.  It  presented  the  opportunity 
further  speculation  at  a  time  when 'there  was  a  great  rise  in  the 
rket  and  under  feverish  conditions. 

Senator  Vardaman,  That  is  true  of  all  exchanges,  is  it  not! 
Ar.  Babst.  It  is  true  of  all  exchanges. 

>enntor  Vabdahan.  I  think  that  is  true.  I  am  in  favor  of  closing 
m  all,  including  the  cotton. 

ienator  Jones.  It  has  been  stated  here  that  there  is  a  shortage  of 
;ar  at  the  present  time  on  the  Atlantic  seaboard.  I  wish  you  would 
te:  briefly,  what,  in  your  opinion,  is  the  cause  of  this  particular 
irtage ! 

ilr.  Babst.  First,  is  the  very  largely  increased  consumption  of 
country,  for  the  reasons  I  stated  this  morning;  end,  second,  is 
lateness  and  delayed  distribution  of  our  domestic  beet  sugars  and 
ji^inna  cane  sugar,  largely  caused  by  car  shortages  and  freight 
gestions-  The  eastern  seaboard  ordinarily  is  a  cane-sugar  country 
i  receives  all  of  its  supplies  from  the  cane  refineries.  On  the  east- 
seaboard,  generally  speaking,  there  is  located  half  of  the  popu- 
lon  of  the  United  States — in  other  words,  about  50,000,000  peo- 
— and  that  part  of  the  country  is  always  supplied  by  these  great 
e-sugar  reiineries  on  the  seaboard,  who  draw  their  supplies  almost 
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i'xclusively  from  Cuba.  This  vear  for  these  ftionths  there  were  no 
supplies  in  Cuba.  Those  supplies  were  moved  across  the  ocean  and 
are  now  across  the  ocean. 

Senator  Jones.  All  of  the  Cuban  sugar  which  has  been  available 
has  found  its  way  into  this  market  or  into  the  consumptive  market  ( 

Mr.  Babst.  Cuba  has  been  drained  of  sugar  as  never  before  in  its 
history.  It  happened  in  Cuba,  as  usually  happens  when  stocks  are 
<!ompletely  liquidated,  that  the  statistics  which  had  been  relied  upon 
to  represent  conditions  there  did  not  completely  check  out  with 
actual  stocks;  just  as  the  invisible  supplj?^  of  wheat  was  greater  than 
shown  by  statistics  at  the  time  of  the  Leiter  wheat  corner  in  Chicago 
and  broke  that  corner,  so  when  Cuba  liquidated  raw  sugar  stocks 
there  were  not  as  many  there  as  statisticians  had  talked  about. 

Senator  Jones.  At  the  time  of  the  closing  down  of  the  refineries 
in  October  of  this  year,  what  was  the  then  estimated  supply  of 
sugar  yet  remaining  in  Cuba? 

Mr.  Babst.  There  were  a  great  manj'  estimates.  The  one  that  I 
most  frequently  have  referred  to  is  the  70,000  tons.  We  know  there 
was  no  such  amount  of  sugar  in  Cuba.  This  market  obtained  all 
of  the  Cuban  sugar  that  was  possible  to  obtain. 

Senator  Jones.  How  much  has  been  actually  obtained,  if  you 
know? 

Mr.  Babst.  I  think  the  best  way  to  answer  the  question  is  to  sub- 
mit a  memorandum  of  the  purchases  and  allocations  of  sugar  by  the 
international  sugar  committee  from  September  27  through  December 
10.  1917. 

Senator  Jones.  You  kave  such  a  table  prepared,  have  you? 

Mr.  Babst.  I  have  just  been  handed  such  a  table.  All  of  this 
sugar  has  been  allocated  by  the  American  refiners'  committee  and 
not  by  the  international  sugar  committee,  for  the  reasons  I  ex- 
plained yesterday,  as  there  was  so  small  a  supply  that  we  desired 
the  refiners  themselves  to  (fecide  the  division  of  the  few  thousand 
tons  there  were  to  be  divided. 

Senator  Jones.  I  will  ask  that  that  table  be  put  in  the  record. 

The  Chairman.  May  I  see  it,  so  that  I  can  catch  the  thought?  I 
am  not  objecting  to  its  going  in.  T  missed  a  question.  I  was  read- 
ing from  the  pamphlet. 

Mr.  Babst.  This  table  includes,  I  notice,  some  Philippine  Island 
sugar,  which,  of  course,  is  without  the  province  of  the  contract  which 
was  arranged  for  by  the  committee  in  order  to  get  hold  of  every  ton 
of  sugar  possible. 

The  Chairman.  Who  prepared  this  table? 

Mr.  Babst.  Our  information  is  that  it  was  prepared  at  111  Wall 
Street,  probably  by  the  controller,  a  Dr.  Marshall,  who  is  there. 

The  Chairman.  Controller  of  what? 

Mr.  Babst.  Controller  of  the  international  sugar  committee— a 
Dr.  Marshall,  who  has  been  placed  there  by  the  Food  Administra- 
tion as  statistician  and  controller. 

The  Chairman.  I  just  wanted  to  know  who  had  prepared  it,  so 
that  if  we  wanted  to  ask  any  questions  about  it  we  could  get  the 
author.    That  is  all  right.    Let  it  go  in.  • 
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(The  table  referred  to  is  as  follows:) 
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Senator  Jones.  Now,  Mr.  Babst,  I  want  to  get  some  information 
sgardine;  the  beet  sugar  industry.  Did  I  undei'Stnnd  you  to  say 
lai  you  nad  no  personal  knowledge  of  that  industry^ 
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Mr.  Babst.  I  have  none  at  all  of  the  beet  sugar  industry. 

Senator  Jones.  Who  in  connection  with  your  company,  or  any 
other  company  for  that  matter,  has  information  regarding;  the  sup- 
ply of  beet  sugar  and  the  prices  at  which  it  has  been  marketed^  bow 
it  has  been  marketed,  and  the  method  of  dealing  with  the  beet 
growers,  etc.  ? 

Mr.  Babst.  Nobody  connected  with  our  company  has  any  such 
knowledge.  I  would  suggest  that  the  Beet  Sugar  Distributing  Com- 
mittee, if  that  is  its  proper  name,  which  has  its  headquarters  at  Chi- 
cago, would  be  as  good  a  source  of  information  for  that  purpose  as 
you  could  find. 

Senator  Jones.  Is  there  anyone  present  here  in  connection  with 
this  hearing  from  that  committee  ? 

Mr.  Babst.  I  see  no  one  that  I  know  has  any  connection  with 
that  committee. 

Senator  Vardaman.  May  I  ask  a  question  just  at  that  point!     Does 
not  your  company  own  a  number  or  the  beet  sugar  mills? 
^  Mr.  Babst.  We  do  not.    We  merely  have  an  investment  interest  in 
six  compnnies,  just  as  we  might  have  an  investment  in  the  Pennsyl- 
vania Bailroad. 

Senator  Vardaman.  Have  yon  no  directors  on  the  boards? 

Mr.  Babst.  We  have  none. 

Senator  Vardaman.  No  connection  with  the  management? 

Mr.  Babst.  No  connection  with  the  management  or  voice  in  their 
affairs  directly  or  indirectly. 

The  Chairman.  And  never  did  have! 

Senator  Vardaman.  Do  you  know  of  your  own  knowledge  any- 
thing obout  the  relative  price  of  beets  and  the  manufactured  product! 

Mr.  Babst.  I  do  not 

Senator  Vardaman.  Do  you  know  whether  there  has  hecn  any 
rise  in  the  price  of  beets  as  sugar  has  gone  upf 

Mr.  Babst.  Do  you  mean  the  beet  root? 

Senator  Vardaman.  The  beet  root;  yes. 

Mr.  Babst.  I  do  not ;  no. 

Senator  Varda^lan.  You  have  no  information? 

Mr.  Babst.  None  whatever  about  that  branch  of  the  sugar  industry* 

Senator  Vardaman.  That  is  all. 

The  Chairman.  Let  me  ask  the  question  I  asked  a  moment  agai 
You  say  that  your  company  Jias  no  connection  with  the  management' 
of  any  of  the  beet  sugar  companies;  that  you  simply  have  an  invest- 
ment interest.    Has  that  been  true  of  your  company  always? 

Mr.  Babst.  It  has  been  true  all  during  my  presidency  of  the  com 

1)any,  and  it  was  explained  to  me  when  I  came  into  office  that  that 
lad  been  the  policy  of  the  company  for  some  years  past. 

The  Chairman.  Notwithstanding  that,  the  United  States  Govern- 
ment then  and  now  is  prosecuting  a  suit  in  which  it  charges  that  the 
was  a  control  and  combination  and  a  violation  of  the  trust  act. 

Mr.  Babst.  That  suit  was  filed  in  1910,  and  almost  all  the  facl^ 
in  that  suit  are  now  stale. 

The  Chairman.  Stilly  the  suit  is  going  on? 

Mr.  Babst.  The  suit  is  going  on.  It  has  never  had  a  hearing.  li 
is  pendiujET  in  the  courts  under  order  that  the  court  will  not  hear  il 
until  the  United  States  Supreme  Court  has  decided  the  United  Statal 
Steel  and  the  International  Harvester  cases. 
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Senator  Kenton.  The  eridence  has  all  heen  taken! 

Mr.  Babst.  It  was  taken  some  considerable  time  ago. 

The  Chaibman.  It  is  not  very  lon^  iigo,  is  it,  since  you  quitf 

Mr.  Babst.  It  was  before  I  eame  into  the  company. 

Ihe  Chairman.  All  right. 

^nator  Jokes.  Mr.  Bao&t,  you  have  referred  to  some  charts  here. 

trish  you  would  state  ^hat  those  charts  are — I  mean,  those  that 

ve  not  been  offered  for  the  record. 

Mr.  Babst.  I  will  now  state,  in  order  to 

^nator  Jokes.  Just  refer  to  those  that  have  not  been  offered  for 

i  record.    I  think  we  have  sufficient  explanation  of  those,  except 

want  to  ask  you  one  question  regarding  the  exhibit  kno^v^  as 

bst  No.  1,  Exhibit  Xo.  67.    I  notice  in  that  chart  a  break  in  some 

es  there.    I  wish  you  would  state  what  that  break  represents. 

Mr.  Babst.  That  means  that  on  that  particular  day  and  for  that 

rticular  space  of  time  the  refiner  was  not  offering  sugnr  for  sale. 

other  nords.  he  was  withdrawn,  which  means  that  he  already  had 

lumiilated  all  the  sales  that  he  desired  to  have  to  cover  a  con- 

erablo  period  for  future  delivery. 

rhe  Chairman.  Or  that  he  was  out  of  sugart 

senator  Jokes.  Xot  assuming  that  it  was  done  in  any  of  the  cases 

iresented  by  that  chart,  I  will  ask  you  if  that  is  not  one  way  l^ 

ich  the  market  price  may  be  manipulated  by  the  refiners  with- 

>wing  from  the  market! 

Hr.  Babst.  Well,  it  might;  it  might  not  be.    Under  the  operation 

nn  open,  free  market  imder  the  law  of  supply  and  demand,  a 

iner  very  often  advances  his  price  and  withdraws  at  the  same 

le  in  order  not  to  take  more  business.    He  sometimes  does  it  and 

1  stay  out  of  the  market  a  few  days  and  go  in  at  the  price  at 

icli  he  withdrew.    It  depends  upon  the  conditions  of  the  raw-sugar 

rket  as  to  what  determines  the  price  of  refined. 

senator  Jones.  Now,  refer  to  the.se  other  charts  which  have  not 

n  offered  in  evidence  and  tell  us  what  they  are, 

bfr.  Babst.  To  make  certain  that  they  are  all  in  evidence,  at  the 

iicst  of  the  reporter,  X  should  like  to  present  a  chart  showing 

ncstic 

Senator  Jonea.  Those  that  are  in  evidence  have  been  marked  by 

reporter  already. 

rhe  Chairman,  The  request  of  the  reporter? 
Senator  Jones.  The  reporter  asked  that  they  be  listed, 
>pnator  Vardaman.  He  wants  to  protect  himself, 
rhe  Chaibman.  They  have  already  bnen  offered.     There  is  chart 
,  1.  Exhibit  No,  57,  already  identified.     I  do  not  care,  only  let  us 

through  with  it.     The  thing  has  been  in  once,  and  carefully 
ntified  and  carefully  marked. 
Irnntor  Vardaman.  That  is  all  he  wants. 
lir.  Bahst.  X  am  only  doing  what  the  reporter  requested. 
I'Imrt  showing  domestic  net  cash  price  of  the  American  Sugar 
^ning  Co.  and  various  competitors  and  price  for  raw  sugar  sines 
iiiary  1,  1917.  marked  "  Bnbst  Xo.  1."  Exhibit  No.  f>7. 
ifarket  quotations,  raw  sugnr  and  refined  grnniilated  puear,  vears 
3,  1014,  1915,  1916,  1917,  1918,  containing  and  showing  refining 
'erence,  and  for  the  year  1918  under  Hoover  contracts  proposed  by 
:mational  agreement,  marked  "  Babst  No.  2,"  Exhibit  No.  58. 
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Chart  comparing  net  cash  selling  prices  for  fine  granulated  otthe 
American  and  Federal  Sugar  Refining  Companies,  1917,  marked 
"  Babst  No.  3,"  Exhibit  No.  59. 

The  Chairman.  Let  me  see  that  one,  will  you  not?  Is  it  marked 
in  that  way?     [After  examining  chart.]     Yes;  it  is  already^  markei 

Mr.  Babst.  Chart  showing  ii^finers'  first  asking  new  price,  191T, 
marked  "  Babst  No.  4,"  Exhibit  No.  60. 

The  Chairman.  Now,  wait  just  a  moment  before  these  go  in.  I 
submit  to  the  committee  that  here  is  a  chart  in  which  the  prices  of 
the  American  Sugar  Refining  Co.  and  the  Federal  Sugar  Refining 
Co.  are  put  in  comparison.  It  might  be  of  use  to  the  American 
Sugar  Refining  Co.  to  be  able  to  ^uote  from  a  Federal  document, 
but  I  do  not  see  that  this  committee  is  interested  in  those  two 
prices — ^the  prices  that  those  two  companies  have  charged.  Do  you 
think  we  are  ? 

Senator  Jones.  In  view  of  what  Mr.  Spreckels  testified  to,  or, 
rather,  the  innuendoes  of  his  testimony — ^he  undertook  to  leave  the 
impression,  as  I  followed  him,  that  Mr.  Babst  was  using  his  official 
position  to  make  money  out  of  the  sugar  market — ^I  think  that  has 
a  tendency  to  answer  that  suggestion. 

The  Chairman.  I  do  not  think  that  there  is  any  dispute.    The 
prices  that  these  companies  have  charged  for  sitsvLV  are  shown  by 
the  tables;  and  when  Mr.  Spreckels  was  asked  if  at  certain  times 
his  sugar  had  not  been  higher  than  certain  prices  that  had  been 
charged  by  the  American  Sugar  Refining  Co.  he  said  they  had  beea 
WTien  he  was  asked  if  he  had  not  sometimes  withdrawn  from  tht 
market,  he  said  he  had,  and  gave  his  reasons  for  iU    Constantly 
Mr.  Babst  seems  to  be  wanting  to  try  the  issue  before  the  American] 
people  whether  his  concern  has  been  the  better  friend  of  the  Ameri*| 
can  people  and  more  liberal  to  the  American  people  than  any  others 
company.    I  do  not  think  we  arc  interested  in  that.  ' 

Senator  Jones.  I  do  not  think  we  are  interested  in  it  further 
than  the  imputation  which  has  arisen  on  this  hearing;  but  it  seems 
to  me  that  here  is  a  public  official,  who  is  before  us  as  a  witness, 
and  there  has  been  an  insinuation  of  that  character,  and  I  think  it 
is  important  that  this  committee  know,  if  that  is  the  fact,  to  what 
extent  it  has  been  done;  and  if  it  has  not  been  done 

Senator  Vardaman.  Here  is  the  point  about  that,  Senator,  if  yon 
will  pardon  me:  Sui)poso  he  should  show  there  that  the  American 
Sugar  Refining  Co.  had  sold  sugar  cheaper  than  Mr.  Spreckels;  is 
that  any  evidence  that  they  both  did  not  get  more  than  they  are 
entitled  to  ? 

Senator  Jones.  The  proposition  that  has  come  in  here  is  that  this 
official  has  been  using  his  position  for  his  personal  advantage,  and  I 
think  that  chart  tends  to  contradict  that  suggestion. 

The  Chairman.  He  did  not  take  this  position,  as  I  understand, 
until  what  month?  When  was  it,  Mr.  Babst,  that  you  took  the  posi- 
tion that  you  now  have? 

Senator  Vardaman.  That,  however,  is  shown  along  with  the  other 
testimony. 

The  Chairman.  I  know,  but  let  us  see  about  this  just  a  moment. 
Do  you  not  remember  the  date^  Mr.  Babst,  when  you  became  a  mem- 
ber of  this  international  committee,  approximately  ? 
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Chart  comparing  net  cash  selling  prices  for  fine  granulated  ol  t 
American  and  Federal  Sugar  Refining  Companies,  1917,  marb 
"  Babst  No.  3,"  Exhibit  No.  59. 

The  CiiAiKKAN.  Let  me  see  that  one,  will  you  not?  Is  it  marb 
in  that  way?     [After  examining  chart.]     Yes;  it  is  already^  marke 

Mr.  Babst.  Chart  showing  refiners'  first  asking  new  price,  191 
marked  "  Babst  No.  4,"  Exhibit  No-  60. 

The  Chairman.  Now,  wait  just  a  moment  before  these  go  in. 
submit  to  the  committee  that  here  is  a  chart  in  which  the  prices 
the  American  Sugar  Refining  Co.  and  the  Federal  Sugar  Kel 
Co.  are  put  in  comparison.    It  might  be  of  use  to  the  Americ 
Sugar  Refining  Co.  to  be  able  to  (juote  from  a  Federal  docum< 
but  I  do  not  see  that  this  committee  is  interested  in  those  ty 
prices — ^the  prices  that  those  two  companies  have  charged.    Do  y^ 
think  we  are  ? 

Senator  Jones.  In  view  of  what  Mr.  Spreckels  testified  to,  i 
rather,  the  innuendoes  of  his  testimony — he  undertook  to  leave  tp 
impression,  as  I  followed  him,  that  Mr.  Babst  was  using  his  oflScj 
position  to  make  money  out  of  the  sugar  market — I  think  that  h 
a  tendency  to  answer  that  suggastion.  I 

The  Chairman.  I  do  not  think  that  there  is  any  dispute.    T, 
prices  that  these  companies  have  charged  for  siJ^ar  are  shown  p 
the  tables;  and  when  Mr.  Spreckels  was  asked  if  at  certain  tirt 
his  sugar  had  not  been  higher  than  certain  prices  that  had  b€ 
charged  by  the  American  Sugar  Refining  Co.  he  said  they  had  b© 
When  he  was  asked  if  he  had  not  sometimes  withdrawn  from  L_ 
market,  he  said  he  had,  and  gave  his  reasons  for  it.    Constan 
Mr.  Babst  seems  to  be  wanting  to  try  the  issue  before  the  Americ 
people  whether  his  concern  has  been  the  better  friend  of  the  Ame 
can  people  and  more  liberal  to  the  American  people  than  any  otl 
company.    I  do  not  think  we  are  int<5rested  in  that.  |-^ 

Senator  Jones.  I  do  not  think  we  are  interested  in  it  furtj 
than  the  imputation  which  has  arisen  on  this  hearing ;  but  it  sec 
to  me  that  here  is  a  public  official,  who  is  before  us  as  a  witni 
and  there  has  been  an  insinuation  of  that  character,  and  I  thini 
is  important  that  this  committee  know,  if  that  is  the  fact,  to  ^vh^ 
extent  it  has  been  done ;  and  if  it  has  not  been  done 

Senator  Vardaman.  Here  is  the  point  about  that.  Senator,  if ' 
will  pardon  me:  Suppose  he  should  show  there  that  the  Amer! 
Sugar  Refining  Co.  had  sold  sugar  cheaper  than  Mr.  Spreckels 
that  any  evidence  that  they  both  did  not  get  more  than  they"^    " 
entitled  to  ? 

Senator  Jones.  The  proposition  that  has  come  in  here  is  that 
official  has  been  using  his  position  for  his  personal  advantage,  at 
think  that  chart  tends  to  contradict  that  suggestion. 

The  Chairman.  He  did  not  take  this  position,  as  I  underst 
until  what  month?  When  was  it,  Mr.  Babst,  that  you  took  the  ( 
tion  that  you  now  have?  .' 

Senator  Vardaman.  That,  however,  is  shown  along  with  the  I 
testimony. 

The  Chairman.  I  know,  but  let  us  see  about  this  just  a  ii^^fqiiia,!, 
Do  you  not  remember  the  date^  Mr.  Babst,  when  you  became  a  L^^ 
ber  of  this  international  committee,  approximately? 
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tr.  Babst.  I  testified  that  I  did  not  have  my  commission  with  me. 

he  CrtAiRMAN.  Oh,  approximately  is  all  I  want. 

[r.  Babbt.  But  the  announcement  was  made  on  September  20, 

lie  Chairman.  If  jou  will  notice  this  chart.  Senator  Jones,  you 

.see  that  all  o:f  it,  except  a  ver^  small  part,  applies  to  other 
iths.  before  he  took  his  official  position, 
enator  Jomes.  Yes;  that  is  very  true. 
he  Chairman.  Therefore  it  can  not  answei'  the  purpose  that  you 

jest.    Now,  the  reason  I  object 

cnator  Jones.  I  think  it  does  in  this  respect.    It  shows  a  condi- 

which  existed  before  as  continuing  after  the  appointment. 
he  Chaibman.  The  reason  I  object  is  this:  I  do  not  care  to 
nto  the  controversies  between  what  is  commonly  called  the  Sugar 
St — I  will  call  them  one  sugar  faction — and  what  have  been  com- 
ily  called  the  antagonists  of  the  trust.    I  do  not  care  to  go  back 

show  what  sugar  prices  were.     I  do  not  think  the  committee 
ts  to  go  into  that,  nor  what  the  sugar  conditions  were  at  the  time 

Spreckels  created  his  independent  company,  nor  all  of  the  long 
liters  incident  to  a  battlo  bt'twccn  the  tnist  and  the  independ- 

cDiiipanies  led  by  Mr.  Spreckels.  That  i,s  a  very  interesting 
J-,  but  it  certainly  is  not  very  pertinent  here, 
ow,  we  are  consuming  time.  The  only  thing  I  object  to  is  this: 
parte  charts  are  prepared  for  the  purpose,  undoubtedly,  of  put- 
;  into  advertising  matt«r  hereafter  and  saying:  "From  Senate 
Aliment  so-and-so  the  following  chart  is  taken.      Now,  I  do  not 

to  sec  the  United  States  Government  used  for  that  purpose. 
it  is  all  I  have  to  say  about  it.    If  you  still  think  it  ought  to  go 
[  will  withdraw  my  objection  to  it.    I  do  not  think  it  ought  to. 
enator  Jones.  I  am  of  the  opinion  that  it  will  serve  a  better  pub- 
jurpose  to  have  it  in  than  to  rule  it  out. 
he  Chaibsian.  Very  well;  let  it  go  in. 
cnator  Jones.  That  is  my  notion, 
enator  ICenyon.  Is  that  all  now,  with  the  witnessf 
onator  Jones.  There  is  one  other  chart 

[r.  Babst.  Chart  showing  refiners'  first  buying  at  new  raw  prices,, 
r  1917,  marked  "  Babst  5jo.  5,"  Exhibit  No.  61. 
enator  Lodge.  That  simply  shows  the  course  of  sugar  prices? 
Ir.  Babst.  Of  raw  sugar  prices, 
enator  Lodge,  I  think  that  will  be  very  useful, 
enator  Jones.  Mr.   Babst,  here  is  a  document  which  purports 
>o  a  letter  to  the  Senate  Finance  Committee  with  statements  and 
ibits.     I  do  not  think  this  ought  to  go  into  the  record,  but  I 
ik  it  ought  to  be  understood  that  we  may  refw  to  it  in  the  aam& 
!  ns  that  other  document,  Mr.  Chairman. 
lie  Chairuan.  And  print  any  part  of  it  we  think  is  pertinent, 
ienator  Jones.  Yes. 
'he  Chairman.  Very  well. 

mnator  Jones.  I  do  not  think  it  ought  to  go  into  the  record. 
he  Chairman.  Are  there  any  special  pages  to  which  you  want  to 

attention  now? 
ienator  Joneb.  Not  just  now. 
lie  Chairman.  Very  well. 
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Senator  Vabdamak.  I  think  that  was  passed  on  this  morning. 

Senator  Jokes.  That  was  another  document 

Senator  Vabdaman.  Is  that  so?    I  thought  it  was  the  same  one. 

Senator  Jones.  No;  that  was  another  document.  The  same  thing 
with  regard  to  this  pamphlet,  gotten  out  by  the  company,  containing 
the  negotiations  with  the  committee  representing  the  Louisiansi 
planters  in  the  purchase  of  raw  sugar,  1917. 

Here  is  another  document.  It  is  addressed  to  Mr.  Hoover.  It 
contains  some  data  and  some  figures 

The  Chairman.  Whom  is  it  by  I 

Senator  Jones.  It  is  by  the  American  Sugar  Refining  Co.  ic 
regard  to  the  Domino  granulated  sugar  packages,  and  so  on.  I  just 
want  to  have  that  so  tnat  we  may  refer  to  it  for  whatever  facts  ia«e 
may  conclude  to  gather  from  it.  I  do  not  think  it  ought  to  k 
printed  in  the  record. 

Senator  Vardaman.  Mr.  Babst  is  going  to  furnish  a  lot  of  data  oe 
that,  are  you  not? 

Mr.  Babst.  Oh,  yes. 

Senator  Kenton.  Are  you  through,  Senator  Jones  t 

Senator  Jones.  Yes. 

Senator  Kenton.  I  want  to  ask  Mr.  Babst  about  four  questions.  I 
do  not  want  to  start  anything  new. 

Mr.  Babst,  I  want  to  ask  you  how  it  happened  that  so  many  of  yoiir 
employees  were  transferred  and  employed  by  this  international  com- 
mittee? 

Mr.  Babst.  I  realized  the  very  great  importance  of  the  work  ahead 
of  us  and  talked  with  my  new  associates  on  the  committee  and  sug- 
gested that  we  should  take  into  that  building  men  that  we  laiew,  men 
of  capacity,  and  tried  and  personally  loyal  to  us.  We  had  had  a 
series  of  troubles  with  sugar  ship  fires,  loss  of  lots  of  property,  and  a 
great  many  incidental  fires,  as  well  as  the  other  matters,  which  had 
caused  us  to  guard  our  properties  and  everything  connected  with  iis 
with  unusual  care.  We  all  agreed  that  that  was  a  proper  proceed- 
ing to  protect  ourselves. 

Senator  Jones.  You  say  "  loyal  to  us."  Do  you  mean  the  Ameri- 
can Sugar  Refining  Co.? 

Mr.  Babst.  No  ;  loyal  to  myself  personally — men  that  I  knew  per- 
sonally and  knew  that  they  were  loyal  and  tnie  to  me. 

Senator  Vardaman.  Men  of  long  service  in  the  company  of  whiA 
you  arc  president? 

Mr.  Babst.  Men  of  long  service  in  the  company  of  which  I  am 
president.  I  laid  the  matter  before  Mr.  Hoover  as  to  whether  he 
agreed  or  not  to  such  a  policy  and  he  approved  of  it.  I  then  talked 
with  as  many  of  the  refinors  as  I  could  reach  and  laid  the  same  mat- 
ter in  the  same  words  before  them  and  asked  whether  it  met  with 
their  approval.  Among  others,  I  talked  with  Mr.  Spreckels,  v:\\o 
said  that  he  would  do  exactly  the  same  thing  if  he  were  in  my  place. 
I  did  take  a  number  of  men  of  that  character  with  me,  freely,  openly, 
end  in  order  to  give  the  Government  the  very  best  service  we  had. 

Senator  Kenton.  Were  they  paid  salaries  by  the  Government? 

Mr.  Babst.  None  of  the  men;  no  one  connected  with  the  Interna- 
tional Sugar  Committee  is  paid  any  salarjr  from  the  Government. 
All  the  expenses  of  this  committee  are  provided  under  the  contracts 
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I  come  from  the  various  refiners  themselves,  based  upon  the  num- 
of  tons  which  thej  take ;  a  small  assessment  on  each  ton. 

lenator  Varoahan.  Are  they  paid  a  salary  f 
Ir.  Babst.  The  members  of  the  international  committee  receive  no 
iry  whatever.     They  are  entirely  volunteers. 
«nator  Kenyon.  Do  they  receive  an  expense  account! 
(r.  Babst.  They  do  not.    They  receive  nothing  whatever, 
enator  Kenton.  They  pay  their  own  expenses? 
Ir.  Babst.  They  do.    Such  a  thing  as  expenses  has  not  been  dis- 
ced or  mentioned.     There  are  no  expenses  that  amount  to  any- 
\g  that  I  could  think  of  to  be  incurred. 

enator  Kenton.  Who  is  Mr.  Mott,  who  receives  $20,000  a  year? 
[r.  Babst.  Mr.  Mott  is  an  Englishman  by  birth,  a  naturalized 
erican  citizen,  who  probably  has  bought  more  raw  sugar  than 

six  men  in  the  world.  He  has  had  the  unusual  experience  of 
ing  supplied  five  or  six  refineries  with  their  raw  sugars,  handling 
r  ships  and  discharges,  and  all  the  many  intricate  and  difficult 
■lions  that  go  with  it,  and  he  is  considered  by  all  the  men  whom 
ive  consulted  as  the  man  best  qualified  of  anyone  in  this  country 
ake  such  a  place.  I  wish  especially  to  speak  of  Mr.  Edwin  T. 
son,  whose  name  has  been  mentioned  here,  who  is  a  young  man 
:  I  invited  from  the  legal  department  of  our  compaiw,  and  asked 

to  take  the  place  as  temporary  secretary  of  the  Intemational 
ar  Committee,  with  the  full  consent  and  knowledge  and  approval 

II  the  other  members,  until  a  permanent  secretary  could  be  chosen 
that  place.  He  is  there,  working  day  and  night.  He  is  there  as  a 
mteer,  and  receives  no  salary  or  compensation  of  any  kind  from 
International  Sugar  Committee. 

enator  Kenyon.  He  receives  his  salary  from  your  company? 
[f.  Babst.  He  receives  his  salary  from  the  American  Sugar  Ke- 
ig  Co,  Mr.  Mott,  when  he  took  his  place  as  the  agent  to  arrange 
chases  for  the  International  Sugar  Committee,  resigned  from  the 
erican  Sugar  Refining  Co.,  he  disassociated  himself  in  every  way 
n  that  company. 

enator  Vabdascan,  In  what  position  is  he  now? 
[r.  Babst.  He  is  now  called  agent  for  the  arranging  of  purchases 
the  International  Sugar  Committee. 

enator  Kenton.  How  much  of  your  time  did  you  spend  in  this 
k? 

[r.  Babst,  I  have  given  practically  all  of  my  time  to  this  matter 
e  my  appointment  was  announced.  My  ordinary  course  is  to  eo 
ny  oAice  in  the  morning,  stay  there  until  10.30,  and  spend  the 
of  the  day  with  the  International  Sugar  Committee  and  return 
it  6  o'clock  to  my  office,  and  I  have  been  on  double  duty  at  both 
»s, 

enator  Kbnyon.  You  have  had  your  salary  just  the  same  from 
r  company? 

[r.  Babst,  I  have  had  my  salary  just  the  same  from  my  com- 
y.  taking  care  of  my  responsibility  to  my  company  tlie  same  as 
>re. 

enator  Kenton.  Mr.  Babst,  do  you  believe  the  policy  is  a  wise 
cy  of  the  Government  putting  men  in  charge  of  these  various 
ters  when  they  are  directly  interested  in  the  matter? 
88464—18 VO 
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Mr.  Babst.  I  do  not  see,  understanding  the  intricacies  of  the  inter- 
national situation  as  I  know  them,  what  else  the  Gk>vemment  could 
have  done.  They  selected  in  Mr.  Jamison  and  myself  practicallj^ 
the  only  two  sugar  refiners  in  this  country  who  have  no  interest  of 
any  kind  in  raw  sugar,  and  so  far  as  the  interest  which  the  American 
Sugar  Refining  Co.  has  in  beet  stocks,  that  was  not  a  secret  interest, 
but  was  well  known  to  the  Government  itself.  I  responded  to  the 
call  of  the  Government  as  a  duty,  have  placed  my  whole  organization 
at  their  service,  and  have  done  everything  in  my  power,  all  the 
time  using  my  business  judgment  to  help  the  Government  in  the 
extremely  difficult  undertaking  on  which  it  was  launched. 

Senator  Kbxyox.  You  felt  no  embarrassment  in  accepting  a  posi- 
tion of  that  kind? 

Mr.  Babst.  I  have  not  up  to  the  present  time  felt  the  slightes; 
embarrassment.  There  has  no  matter  ever  come  before  me  in  which 
I  had  any  interest,  or  my  company  had  any  interest,  directly  or  indi- 
rectly. The  only  embarrassment  I  felt  about  the  matter  was  the 
embarrassment  which  has  grown  out  of  this  hearing  in  this  room. 

r**The  Chairman.  This  Mr.  Mott  that  you  speak  oi,  that  you  put  in 
the  position  to  buv  these  sugars,  or  as  the  agent  of  this  whole  enter- 
prise, is  the  same  Mr.  Mott,  is  he  not,  who  in  1904  was  written  to  by 
Mr.  Witherspoon?  Was  Mr.  Witherspoon  formerly  an  officer  of 
your  company  ? 
Mr.  Babst.  He  was.  He  no  longer  is,  however. 
The  Chairman.  I  will  ask  you  if  this  Mr.  Mott  is  the  same  gentle- 
man to  whom  this  letter  was  written  by  Mr.  Witherspoon.    I  read  a 

l)art  of  the  letter 

Mr.  Babst.  I  have  no  doubt  he  is  the  same  Mr.  Mott. 
The  Chairman.  This  is  dated  from  New  Orleans,  October  27,  1^^ 
Tt  reads : 

Commencing  with  the  latter  part  of  next  v/oek.  the  dally  arrivals  here  on 
ac(H)Vint  of  contracts  already  made  will  be  large.  These  contracts,  as  you  know. 
will  be  settled  at  a  differential  under  the  New  York  price  day  of  arrival.  Hence 
it  behooves  you  to  depress  the  N.  Y.  markets  as  much  as  possible,  for  the  lower 
the  N.  Y.  quotation  is  the  less  these  sugars  will  cost  us. 

Yours,  very  truly,  J.  T.  Withbbspoox 

That  is  the  same  Mr.  Mott,  is  it  not? 

Mr.  Babst.  He  undoubtedly  is. 

The  Chairman.  Is  Mr.  Mott  one  of  the  gentlemen — ^and  if  I  am  in 
error  about  this  I  feel  like  apologizing — who  was  put  under  charge? 
by  the  Government  in  the  sugar  weighing  fraud  cases  ? 

Mr.  Babst.  Mr.  Mott,  so  far  as  I  know,  has  never  been  put  under 
charges  by  anybody  connected  with  the  Government,  and,  so  far  a?  I 
know,  there  is  no  letter  in  existence,  or  was  ever  written,  in  reply 
to  this  letter  which  you  have  referred  to,  of  1904.  Mr.  Mott  was  a 
man  of  well-known  integrity  and  reputation  for  honesty  and  capac- 
ity, and  no  one  has  spoken  higher  of  him  to  me  than  Mr.  Spreckels 
himself. 

The  Chairman.  I  do  not  ask  you  that.  I  want  to  put  this  in  the 
record.  The  question  I  asked  just  now  in  regard  to  Mr.  Mott  I  asked 
because  my  recollection  was  tnat  his  name  was  connected  with  those 
prosecutions,  and  I  do  not  want  the  question  to  stand  as  any  possible 
imputation  against  him,  in  vie\v  of  the  answer  of  the  witness. 
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Mr.  Babst.  He  never  was  prospcuted  oi-  related  in  any  way  with 

ly  such  thing. 

The  Chaibuan.  You  have  already  said  that. 

Mr.  Babst.  And  the  production  of  this  letter  is  merely  an  attempt 

convey  a  wrong  impression. 

The  Chaibmam.  Jt  is  a  letter  that  was  brought  out  in  the  trust 

larin^ 

Mr.  Bab9T.  Where  it  was  brought  out  I  do  not  know,  in  the  year 

04. 

The  Chairman.  And  it  was  gotten  from  the  files  of  the  Ameriom 

igar  Refining  Co.,  was  it  notf 

Mr.  Babst.  That  I  know  nothing  about  whatever. 

The  Chaibuan.  Was  not  Mr.  Mott  connected  with  the  American 

igar  Kefining  Co.  in  1904  ? 

Sir.  Babbt.  So  far  as  I  know ;  I  think  undoubtedly  he  was. 

The  Chairman.  And  has  been  connected  with  tit  ever  since,  has 

not? 

Mr.  Babst.  He  has. 

The  Chaibman.  Until  you  say  he  severed  his  connection  very 
:ently! 

Mr.  Babst.  He  recently  did,  in  order  to  take  this  new  place. 
Senator  Kenton.  Is  there  any  answer  to  the  letter,  Senator  Keedf 
The  Chaibhan.  I  do  not  see  any  in  the  book. 
Senator  Kenton.  The  letter  would  not  amount  to  anything  with- 
t  an  answer. 

The  Chairmax.  It  clearly  shows  he  was  their  agent,  and  they 
're  giving  him  these  instructions,  and  he  still  continued  their  agent. 
Senator  VARnAMAN.  Who  was  writing  that  letter? 
The  Chairman.  J.  T.  Witherspoon,  a   f-ormer   president   of  the 
nerican  Sugar  Refining  Co. 

Mr.   Freeman.  Pardon  me;  not  the  president  of  the  American 
Igar  Refining  Co. — never  the  president. 
The  Chairman.  What  was  he? 

Mr.  Babst.  He  was  assistant  secretary  of  the  compaiiy  at  New 
■leans,  acting  under  Mr.  Mott,  and  not  over  Mr.  Mott. 
The  Chairman.  This  Mr.  Mott  was  also  in  what  capacity  with 
e  American  Sugar  Refining  Co.  the  last  seven  or  eight  or  nine 
ars? 

Mr.  Babst.  He  has  been  the  buyer  of  raw  sugars  for  many  years. 
The  Chairman.  No  other  connection? 

Mr.  Babst.  He  was  a  director  of  the  company  for  some  years. 
Senator  Vabdaman.  In  what  capacity  is  this  Mr.  Mott  acting  now? 
Mr.  Babst.  He  is  the  agent  for  the  arranging  of  purchases  for 
s  International  Sugar  Committee. 

Senator  Varhaman.  What  salary  does  he  receive  from  the  Gen- 
ii Government? 

Mr.  Babst,  He  receives  no  salary  from  the  General  Government, 
t  be  is  paid  the  same  salary  which  he  has  received  heretofore, 
licb  salary  is  paid  by  the  refiners  themselves. 
Senator  Vardaman.  How  much  is  that! 

Mr.  Babst.  That  is  $20,000  a  year,  which  is  a  very  proper  salary 
r  a  man  of  his  capacity  and  meetii^  the  responsibilities  which  are 
mn  him  in  this  position. 
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Senator  Vardaman.  He  is  in  your  employ  now  ? 

Mr.  Babst.  He  is  not. 

Senator  Vardaman.  In  the  employ  of  the  sugar  refiners? 

Mr.  Babst.  Of  the  sugar  refiners,  as  they  are  acting  through  this 
committee. 

Senator  Vardaman.  In  this  quasi  ofiicial  capacity? 

Mr.  Babst.  Exactly.  It  is  greatly  to  be  deprecated  that  an  at- 
tempt should  be  made  to  put  a  stain  upon  a  man  of  Mr.  Mott's  ttcU- 
known  integrity  in  any  such  manner  as  it  now  stands  on  the  record 
of  this  committee,  and  I  sincerely  trust  that  the  committee  will  take 
action  to  expunge  this  record. 

The  Chairman.  If  you  mean  to  lecture  me,  I  want  you  to  doit 
directly,  not  by  any  indirection. 

Mr.  Babst.  1  prefer  to  have  it  stand  just  exactly  as  it  is. 

The  Chairman.  Mr.  Mott  is  a  defendant,  by  name,  in  the  case 
now  pending  against  your  company,  is  he  not?  Let  me  read  the 
title  to  this  case : 

United  States  of  America,  petitioner,  t?.  The  American  Sugar  Refining  Co.  and 

others,  defendants.    In  equity. 

To  the  honorable  judges  of  the  Circuit  Court  of  the  United  States  of  America 
for  the  southern  district  of  New  York^  sitting  in  equity: 

Your  petitioner,  the  United  States  of  America,  by  Henry  A.  Wise,  Its  attor- 
ney for  the  soutliern  district  of  New  York,  acting  nnder  direction  of  the  At- 
torney General  of  the  United  States,  brings  this  proceeding  in  equity  a^niiDst 
the  American  Sugar  Refining  Co.,  Washington  B.  Thomas,  Arthur  Donner. 
George  H.  Frazler,  Horace  Havemeyer.  Henry  A.  NIese,  Hpnry  n  y^t  Sam^ 
uel  C.  Hooker,  Samuel  Carr —  — -  - —  -- 

and  then  there  is  a  large  number  of  other  defendants.  So  he  is  (xie 
of  the  defendants  that  the  Government  charged  with  violating  the 
antitrust  acts  of  this  country,  is  he  not  ? 

Mr.  Babst.  Which  the  Government  has  permitted  to  go  stale  for 
some  years. 

The  Chairman.  Now,  let  us  see  about  the  Government  permitting 
it  to  go  stale. 

Senator  Lodge.  Mr.  Chairman,  I  think  you  had  better  put  in  that 
whole  letter  if  part  of  it  is  put  in. 

The  Chairman.  We  will  put  in  the  whole  letter.    It  is  in  this  pam- 

?hlet  here  which  I  hold,  entitled  "  Louisiana — Protest  of  American 
'roducers  of  Cane  Sugar  Against  the  Underwood  Sugar  Schedule." 
It  is  on  page  28. 

Do  you  mean  to  say  that  the  Government  has  abandoned  this  suit, 
or  do  you  mean  to  say  that  by  arrangment  this  suit  has  been  held 
pending  the  decision  or  other  important  questions? 

Mr.  Babst.  I  mean  the  court  before  which  the  suit  was  pending 
entered  an  order  staying  further  hearings  or  proceedings  in  the  case 
until  the  United  States  Supreme  Court  should  decide  the  Interna- 
tional Harvester  case  and  the  United  States  Steel  case. 

The  Chairman.  And  your  attorneys  appeared  and  urged  that 
action  and  agreed  to  it.  did  they  not? 

Mr.  Babst.  They  dia  not. 

The  Chairman.  They  did  not  agree  to  it? 

Mr.  Babst.  They  accepted  it,  of  course, 

The  Chairman.  Did  they  not  agree  to  it  and  was  it  not  an  order 
entered  by  agreement  ? 
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Mr.  Babst.  It  was  not,  so  far  as  I  know. 

The  Chairman.  Do  you  know  ? 

Mr.  Babst.  I  was  informed  by  Hoo^  Janies  M.  Beck,  who  is  ou 

HDsel,  that  the  court,  Judge  E.  Henry  Lacombe,  had  entered  sucl 

1  order,  stating  that  he  would  hear  no  more  of  these  suits  unde 

e  Sherman  Antitrust  Act  until  the  Supreme  Court  had  decidei 

ese  cas«. 

The  Chairman.  So,  then,  this  did  not  apply  to  your  case  alont 

it  did  apply  to  all  of  the  trust  suits  that  might  be  pending  in  tha 

iirt,  tlie  court  de^ring  to  know  what  interpretation  the  Suprem 

lurt  might  put  on  certain  phases  of  the  law  ? 

Mr.  Babst.  That  was  my  inference  from  the  statement  made  to  mt 

The  Chaibuan.  And  on  the  strength  of  that  you  say  your  cas 

s":oue  stale} 

Jlr.  Babst.  I  said  the  facts  in  the  case  had  gone  stale. 

The  Chaikman.  I  want  to  say  ngain  that,  in  so  far  as  there  is  an 

putation  in  my  question  that  Mr.  Mott  was  connected  with  th 

;rar  fraud  cases,  fraudulent  weighing  cases,  I  meant  no  imputatioi 

the  question,  and  I  distinctly  disclaim  any  such  imputation,  be 
use  I  did  not  want  to  do  him  any  injustice,  I  asked  (he  (jUcstio: 
good  faith.  I  would  not  have  pursued  it  further  if  tiie  witness  hn< 
t  undertaken  to  deliver  a  lecture  to  me. 

I  want  to  ask  you  now  just  one  or  two  questions.  How  did  th 
ices  charged  during  the  last  j'ear  for  sugars  which  your  compan 
ported  compare  with  the  prices  you  charged  to  domestic  consumer 
the  United  States? 

Mr.  Babst.  Thev  were  substantially  at  the  same  price  as  domestic 
r  sales  made  in  Bond. 

The  Chajbuan.  Coming  to  the  question  you  were  asked  with  refei 
ce  to  the  employees  of  vour  office — I  mean  in  this  office,  now,  tha 
organized  at  111  Wall  Street — that  is  where  your  headquartei 
;.  I  believe? 
Mr.  Babst.  They  are. 

The  Chairman.  Do  you  mean  to  say  you  ever  went  any  furthe 
th  Mr.  Spreckels  than  merely  to  ask  him  about  the  employment  o 
'ew  men  as  a  preliminary  organization^ 

Mr,  Babst,  I  mean  that  I  discussed  with  Mr.  Spreckels  the  prir 
lie  on  which  Mr.  Jamison  and  I  proposed  to  take  men  from  ou 
ganizations,  and  that  he  said  that  if  he  were  in  my  place  he  won! 

the  same  thing.  By  reason  of  the  importance  of  Mr.  Mott's  posi 
m,  I  especially  asked  him  about  Mr.  Mott,  and  he  spoke  of  hir 
ry  approvingly,  and  said  he  was  satisfied  and  agreeable  to  the  ap 
intment  of  Mr.  Mott, 

The  Chaikman.  Is  it  not  a  fact  that  Mr.  Warner  objected  seriousl 
Mr.  Mott^ 

Mr.  Babst.  It  is  a  fact. 

The  Chairman.  So  that  when  you  stated  a  while  ago  that  all  c 
a  refiners  agreed  to  this  plan  of  you  taking  the  employees  out  c 
ur  own  organization  you  were  in  error  in  that  one  respect,  anyway 
Mr.  Babst.  I  did  not  state  that  I  had  been  able  to  consult  all  c 
E  refiners.  I  consulted  all  of  the  refiners  that  I  could.  Mr.  AVarn« 
IS  not  in  New  York  at  this  time,  and  so  I  was  unable  to  consult  hir 
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The  Chairman.  Do  yon  now  say  that  we  have  no  means  of  know- 
ing what  the  present  Cuban  sugar  crop  is?  Did  you  mean  to  make 
that  statement  ? 

Mr.  Babst.  I  do  J  the  pi'esent  Cuban  sugar  crop.  By  that  I  mean 
the  crop  they  are  ]ust  now  starting  to  grind,  and  of  whicR  only  a 
few  thousand  tons  have  been  gi'ound,  and  will  continue  grinding 
until  next  June  or  later. 

The  Chairman.  Do  you  mean  by  your  answer  that  there  is  no  in- 
forma*tion  from  which  a  reasonably  prudent  man  can  form  a  reason- 
ably accurate  estimate  of  that  crop? 

Mr.  Babst.  I  mean  to  say  that  there  are  many  estimates  already 
made,  and  that  I  have  come  to  a  reasonably  pruaent  decision  of  my 
own,  based  on  and  influenced  by  estimates  made  by  sugar  experts. 

The  Chairman.  What  was  your  estimate? 

Mr.  Babst.  Tlie  estimate  which  I  am  using  as  a  reasonable  esti- 
mate  

The  Chairman.  I  say  what  was  it? 

Mr.  Babst.  Three  million  tons. 

The  Chairman.  Of  course  you  think  vou  have  some  means  of 
forming  an  e^stimate  or  you  would  not  ma&e  one. 

Mr.  Babst.  I  have  the  means,  which  is  always  open,  to  form  an 
estimate  upon  anything  which  has  not  yet  happened. 

The  Chairman.  Has  the  acreage  been  increased  about  20  per  cent! 

Mr.  Babst.  Oh,  there  are  many  factors  of  that  kind  and  charac- 
ter, and  you  take  that  into  consiaeration  in  arriving  at  an  estimate 
or  conclusion  of  that  kind. 

The  Chairman.  You  say  that  the  American  people  have  consumed 
this  last  year  400,000  tons  more  sugar  than  they  did  the  year  before. 
and  you  account  for  that  largely  by  the  fact  of  their  having  put  up 
large  quantities  of  fruits  and  vegetables,  etc.  If  that  is  true,  state 
whether  or  not  the  existence  of  that  kind  of  sugar-containing  and 
sugar-preserved  foods  will  have  a  tendency  to  decrease  the  consump- 
tion 01  sugar  hereafter,  until  those  fruits  are  used  up. 

Mr.  Babst.  That  is  the  merest  guess.    As  a  tendency  I  would  say 
.  yes,  but  there  are  so  many  other  factors  in  the  future  that  it  is  the 
merest  possible  guess. 

The  Chairman.  Don't  you  think  as  a  reasonable  man  that  that  i^ 
inevitably  the  result? 

Mr.  Babst.  No. 

The  Chairman.  That  if  400,000  tons  of  sugar  have  been  put  up  ic 
making  preserves  and  in  keeping  fruits  which  will  be  used  on  the 
table,  that  will  have  a  tendency  to  decrease  the  consumption  of 
sugar? 

Mr.  Babst.  I  am  quite  clear  that  such  may  be  the  tendency,  but  I 
am  very  certain  that  such  is  not  necessarily^  inevitable. 

The  Chairman.  We  are  not  dealing  with  the  inevitable,  we  are 
dealing  with  reasonable  probabilities. 

Senator  Lodge.  I  would  like  to  ask  a  question  there.  On  what  t^ 
that  increased  consumption  of  400,000  tons  based? 

Mr.  Babst.  It  is  based  on  the  facts  contained  and  set  forth  on  page 
28  of  the  report,  an  exhibit  in  this  hearing,  and  the  table  there  com- 
piled, which  shows  the  meltings  of  all  raw  sugar  imported  into  the 
United  States,  comparing  the  first  10  months  of  this  year  with  the 
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The  Chairman.  Thi^  paper  is  an  advertisement  of  the  American 
Sugar  Kefining  Co.  in  the  Weekly  Statistical  Sugar  Trade  Joamal 
of  August  30, 1817.    It  is  as  follows : 

Exhibit  No.  63. 

american  suqab  refining  co. 

The  necessity  for  stopping  the  dreadful  waste  of  fruit  became  more  than  ever 
apparent  when  the  United  States  entered  the  world  war. 

Our  "  Save  the  fruit  crop  "  advertising,  now  In  Its  second  year,  will  Increase 
the  demand  for  preserved  and  canned  fruits,  also  for  Domino  granulated,  the 
best  sugar  for  canning  and  preserving. 

AMERICAN  Sugar  Refinino  Co. 

The  most  complete  line  of  sugar  In  the  world. 

I  have  no  further  questions. 

Senator  Lodge.  I  want  to  ask  you  one  further  question  in  that  con- 
nection, Mr.  Babst.  You  infer  this  increased  consumption  from  the 
decrease  of  exports.    Has  nothing  been  achieved  by  conservation? 

Mr.  Babst.  The  results  are  as  they  have  come  out,  and  as  they 
ore  stated.    These  figures  relate 

Senator  Lodge.  I  have  read  the  figures. 

Mr.  Babst.  They  relate  to  the  first  10  months.  I  should  say  that 
very  little  has  been  achieved  to  affect  these  figures,  as  the  larger  in- 
creases in  consumption  took  place  in  the  spring  and  in  the  mid- 
summer months. 

The  Chairman.  You  base  your  400.000  tons  upon  the  inference 
that  300,000  tons  not  exported  were  consumed — which  is  pure  in- 
ference. 

Mr.  Babst.  I  base  it  upon  the  inference  that  we  had  in  this  coun- 
try more  sugar  than  we  had  last  year  by  100,000  tons,  and  exported 
800,000  less,  which  makes  400,000  tons. 

^    Senator  Lodge.  It  turns  on  the  exports,  and  it  is  an  inference 
that  because  it  was  not  exported  it  was  consumed. 

Mr.  Babst.  It  had  to  go  some  place. 

Senator  Lodge.  Very  well.  It  is  an  inference  that  it  was  con- 
sumed. 

Mr.  Babst.  Which  is  the  only  inference  one  can  draw. 

Senator  Lodge.  Oh,  I  beg  your  pardon.  There  are  many  other 
inferences  that  can  be  drawn.  Hoarding  is  an  obvious  inference. 
Your  estimate  is  based  on  inference.  Now,  I  ask  again  whether  con- 
servation has  accomplished  nothing? 

Mr.  Babst.  That  I  could  not  answer. 

Senator  Lodge.  That  is  another  matter  of  inference.    That  is  all- 

The  Chairman.  Is  there  a  plan  on  foot  by  the  international  com- 
mittee to  limit  the  consumption  of  sugars? 

Mr.  Babst.  There  is  not.  The  International  Sugar  Committee  has 
nothing  to  do  with  such  a  matter. 

The  Chair^i AN.  In  your  talking  about  distributing  the  sugar,  al- 
lotting the  sugar — I  believe  you  called  it  allocating  the  sugar— to 
Eiiropo,  have  you  taken  into  consideration  in  your  preliminan 
talks  the  limitation  that  is  to  be  placed,  or  any  limitation  that  is  to 
be  placed,  on  sugar  consumption  in  Europe? 

Mr.  Babst.  Oh,  yes. 
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The  Chairman.  What  is  that  limitation  that  you  have 
ussing? 

Mr.  Babst.  In  Europe! 

The  Chairman.  Yea 

Mr.  Babst.  To  which  country  do  you  refer! 

The  Chairman.  Give  me  all  of  th^m.  I  have  seen  a 
hat  the  proposition  is  to  limit  consumption  in  Great  Br 
•ounds  per  month. 

Mr.  Babst.  The  total  amount  to  which  they  propose  to 
bout  1,400,000  tons,  a  decrease  of  about  500,000  tons  fron 
lal  consumption,  which  is  1,900,000  tons. 

The  Chairman.  Is  there  another  proposition  to  limit 
umption  to  3  pounds  per  month  per  capita,  I  believe  it  is 

Mr.  Babst,  In  England? 

The  Chairman.  \  es. 

Mr.  Bacst.  That,  I  think,  is  substantially  accurute  so 
ndividual  is  concerned,  but  a  large  part  of  the  United  I' 
onsiimption  of  sugar  is  in  their  manufncturing  establishmi 

The  ChaIshan.  Is  it  proposed  to  reduce  that  also! 

Mr.  Babst.  That  is  being  reduced,  but  it  makes  the  coi 
mch  liigher  than  3  pounds  a  month  per  capita  as  a  total. 

Senator  Lodge.  It  is  proposed  here  to  have  people  com 

pounds  a  month  per  capita! 

&Ir.  Babst.  Such  a  proposal  as  that  has  not  been  brouj 
ticntion  of  the  International  Sugar  Committee.  I  have  s 
aper  articles  discussing  such  things. 

henator  Lodoe.  That  is  what  I  refer  to.  That  would  bt 
nurse,  by  the  food  administrator.  I  wanted  to  get  at  i 
f  conservation  that  would  create. 

Mr,  Babst.  That  would  create  a  very  large  conservatic 
ountry. 

Senator  Lodoe.  Of  individual  consumption  as  apart  fro 
ionery  and  preserves! 

Mr.  Babst.  Yes;  if  it  were  done  in  that  way. 

Senator  Lodoe.  Would  it  be  done  in  that  ^ay,  and  does  t 
nly  to  individuals? 

Jlr.  Babst.  That  has  been  the  method  followed  in  En 
educe  the  consumption  by  the  individual,  and  then  re( 
mount  which  various  lines  of  manufacture  may  have.    Foi 

chocolate  manufacturer  is  given  a  larger  percentage  tha 
andy  manufacturer. 

Semitor  Lodge.  If  in  this  country  the  people  reduce  thi 
old  consumption  to  3  pounds  per  capita  per  month,  anij 
ectionery,  as  I  have  also  seen  suggested,  is  reduced  50 
ouchly,  how  much  of  a  saving  would  that  make  in  this 

Mr.  Babst.  Of  course  this  will  be  a  mere  rough  estimate. 

Senator  Lodge.  Oh,  yes. 

Mr.  Babst.  I  should  estimate  two-thirds  of  the  consul 
he  countiT  is  in  the  household  and  one-third  in  the  mam 
lants,  ana  that  proposing  to  cut  50  per  cent  of  confectiom 
leun  all  manufacture. 

Senator  Lodge.  That  is  what  I  have  seen  suggested  as 
ion  of  the  Food  Administration. 
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Mr.  Babst.  That  would  mean  a  saving  in  round  figures  here  of  a 
million  tons  of  sugar  a  year. 

Senator  Kenton.  What  is  to  be  done  with  that? 

Mr.  Babst.  This  is  all  in  the  newspapers,  there  is  nothing  definite 
about  it. 

Senator  Lodge.  That  is  not  within  Mr.  Babst's  province  at  all? 

Mr.  Babst.  Oh.  no. 

Senator  Lodge.  I  wanted  to  get  his  estimate  as  a  sugar  expert  of 
what  saving  was  to  be  made  under  the  direction  of  the  Food  Adminis- 
tration, so  as  to  know  how  much  shortage  there  was  eoing  to  be. 

Senator  Vardaman.  If  that  saving  should  be  enective,  it  would 
leave  a  great  surplus. 

Mr.  Babst.  If  any  such  saving  as  that  were  to  be  actually  made,  it 
would  change  the  relationships  m  the  world,  of  available  sugar,  very 
materially. 

The  Chairman.  Let  me  get  these  figures  jforrect  in  my  own  mind. 
What  is  the  present  consumption  of  the  United  States  in  tons, 
roughly  speaking? 

Mr.  Babst.  About  3,600,000  tons. 

The  Chairman.  What  is  the  consumption  per  capita  ? 

Mr.  Babst.  Of  course,  these  are  all  rough  ngurcs. 

The  Chairman.  Yes.    What  is  the  consumption  per  capita? 

Mr.  Babst.  About  80  pounds  per  capita  per  year. 

The  Chairman.  That  would  be  in  the  neighborhood  of  7  pounds 
per  month. 

Mr.  Babst.  If  you  figure  it  in  that  way,  w-e  will  have  to  inak? 
different  figures. 

Senator  Lodge.  Those  80  pounds  per  capita  include  that  u<^  in 
confectionery  and  evervthins:  else? 

Mr.  Barst.  Yes. 

Tlie  Chairman.  What  is  the  amount  of  consumption  by  the  in 
dividual? 

Mr.  Barst.  The  individual- consumes  about  two-thirds  of  the  total 
amount,  and  the  manufacturers  about  one-third.  These  are  very 
rouph  figures,  and  there  is  nothing  accurate  in  them. 

The  Chairman.  If  you  cut  the  individual  consumer  to  3  pounds. 
how  much  will  be  saved  in  that  way? 

Mr.  Babst.  In  that  way  alone? 

The  Chairman.  Yes. 

Mr.  Babst.  It  would  be  roughly  from  600,000  to  800.000  tons. 

The  Chairman.  That  is  the  individual  alone? 

Mr.  Babst.  Yes. 

The  Chairman.  Now,  take  the  manufacturers.  How  much  do  they 
propose  to  reduce  what  they  are  using? 

Mr.  Babst.  It  is  suggested,  50  per  cent,  in  Senat>or  Lodge's  qnes 
tion. 

Senator  Lodge.  That  is  the  statement  in  the  newspapers. 

The  Chairman.  If  you  cut  the  manufactured  part  down  50  per 
cent,  what  would  that  amount  to? 

Mr.  Babst.  It  would  be  about  300,000  tons,  roughly.  The  t^o 
make  1,000,000  tons,  on  the  supposition  which  you  have  stated. 

The  Chairman.  How  much  would  be  saved  if  Great  Britain  were 
to  reduce  herself,  as  has  been  suggested,  in  this  circular  that  is  sent 
out? 
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Mr.  BABtiT.  Great  Britain  is  pnicticiillv  upon  that  bnsis  no 
siives  about  500,000  tons  over  her  normal  ennsmnptioii. 
The  Chairman.  Frmu  what  she  consumed  lust  year? 
Mr.  Babst.  From  her  normal  consumption. 
The  Chairman.  She  is  practically  on  tliiit  basis  now '. 
Mr.  Babst.  Yes;  practically. 

The  Chairman,  If  Great  Britain  is  |»ractically  on  that  basi 
d  yoti  propose  to  reduce  us  to  the  basis  that  Great  Britain  it 
lilt  is  going  to  become  of  this  million  or  more  tons  of  sugar! 
Mr.  Babst.  I  am  very  far  from  proposing  such  a  thing.  1 
^^ould  naturally,  and  I  think  for  many  sound  reasons,  oppot 
aroposal  as  that;  but  I  would  have  to  give  you  the  same  i 
it  I  gave  Senator  Vardaman  a  moment  n^  to  that  same  qt 
it  it  would  make  a  very  far-reaching  readjustment  necessary 
ulable  supply. 

■Senator  Kenton.  Is  not  that  so  in  Great  Britain,  that  the  s 
^getting  all  the  sugar  they  want? 
^Ir.  Babst.  Yes;  the  soldiers  ^t  all  they  want, 
rhe  Chairman.  Your  Great  Britain  figures  are  average;  tl 
:  simply  limited  to  the  civilian,  but  the  average  you  have  gi\ 
Mr.  Babst.  I  take  the  normal  consumption  of  normal  times, 
rhe  Chaibhan.  I  want  to  ask  you  a  little  more  definitely 
'  sucar  you  have  sold  in  i-ecent  years,  abroad.  Was  it  sold 
nliallj  the  same  figure  at  which  you  -sold  to  the  America 
ner,  or  was  it  sold  at  a  less  price,  aiid  if  so  what  was  the  reai 
being  less? 

Mr.  Babst.  It  was  sold  at  substantially  the  same  price. 
rid'fi  market  with  refined  sugar  you  are  in  competition  wit 
jv  that  has  sugar  to  offer. 

rhe  Chairman.  That  is  all  that  I  wanted  to  get  at. 
Mr.  Babst.  But  substantially  it  was  the  same. 
The  Chaibhan.  That  is  to  say.  then,  when  this  su^ar  ci 
lich  you  refined  and  sold  to  the  American  people,  it  paid  a  { 
ent  a  pound.  If  you  refined  that  sugar  and  sent  it  abroad  i 
iwback  of  99  per  cent  of  the  duty.  Notwithstanding  that  fa 
M  sold  your  sugar  abroad  at  the  same  level  price  tnat  you 
in  America,  substantially? 

Mr.  Babst.  Duty  excluded.    Of  course  all  sales  are  made  ii 
t  the  same  as  if  you  went  through  a  free  port. 
The   Chairman.  Then   you   sola   your  sugars  for  the  An 
ice  less  the  duty? 

VIr.  Bab-st,  Just  as  every  other  sugar  refiner  or  sugar  m( 
es. 

The  Chairman.  Oh.  of  course- 
Mr.  Babst,  They  all  do  that. 
The  Chairman.  Is  that  the  world's  market? 
Mr.  Babst.  That  is  the  world's  market. 
The  Chairman.  So  that  the  American  citizen's  sugar  cost 
ind  numbers  more  than  1  cent  a  pound  more  than  the  sug 
s  refined  and  sent  abroad? 

Mr.  Babst.  The  American  citizen's  sugar  cost  him  th( 
lount.  or  the  approximate  amount,  of  the  duty  which  went 
dcral  Government  above  what  refined  sugar  sells  for  in  the 
irket. 
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The  Chaibman.  That  is  all. 

Mr.  Babst.  It  paid  the  duty.  The  American  consumer  pays  the 
duty,  just  as  he  does  on  every  other  article  on  which  there  is  a  dut^. 

Senator  Jones.  You  have  made  the  statement  that  Great  Britain 
is  seeking  to  reduce  her  consumption  of  sugar,  and  it  also  appeals 
that  there  is  an  effort  made  to  get  our  people  to  reduce  their  con- 
sumption  of  sugar.  I  suppose  France  ana  Italy  have  reduced,  or  are 
trying  to  reduce  their  consumption  of  sugar? 

Mr.  Babst.  They  are. 

Senator  Jones.  In  view  of  your  statement  heretofore  made  that 
there  is  a  normal  supply  of  sugar,  why  ? 

Mr.  Babst.  In  order  to  save  snips  as  much  as  possible:  to  con- 
serve tonnage.  That  is  one  of  the  principal  factors  in  England. 
Everything  that  goes  into  England,  and  all  the  sugar  that  goes  to 
France  and  Italy  now,  must  come  from  the  Western  Hemisphere, 
and  so  requires  a  ship,  because  these  markets  formerly  were  supplied 
by  the  central  powers,  and  by  reason  of  the  world  war  the  allied 
countries  are  thrown  upon  the  Western  Hemisphere. 

Senator  Jones.  Who  is  going  to  be  fortunate  enough  to  get  the 
benefit  of  this  saving,  then,  on  the  part  of  Great  Britain,  France. 
and  Italy,  and  why  the  necessity  for  any  saving  in  the  United  States? 

Mr.  Babst.  The  United  States  is  the  most  fortunately  situated 
country  in  the  world  at  the  present  time,  so  far  as  sugar  is  concerned, 
and  to  my  mind  there  are  not  the  same  reasons  for  reducing  con- 
sumption in  the  United  States  that  there  are  for  reducing  consump- 
tion in  the  other  allied  countries. 

Senator  Vardaman.  As  a  matter  of  fact  you  have  not  advocated 
anything  of  that  kind  ? 

Mr.  Babst.  I  have  not,  and  when  it  is  advocated  I  shall  certainly 
very  strongly  oppose  it. 

Jienator  Vardaman.  I  do  not  see  any  use  in  examin;ing  him  any 
further  on  that  point. 

Mr.  Babst.  Sugar  is  a  food  that  is  extremely  valuable  and  I  am 
in  favor  of  giving  the  American  people  all  the'sugar  they  can  take, 
as  long  as  we  can  ^t  ships  to  bring  it  in  hera 

Senator  Lodge.  Koughly,  in  round  numbers,  what  is  the  world's 
production  of  sugar— I  mean  what  was  it  before  the  war?  Sup- 
posing theix3  was  no  war,  what  is  it,  roughly? 

Mr.  Babst.  About  16,000,000  tons  of  sugar.  In  a  round  way  I 
can  say  that  America  at  the  present  time  controls  half  of  the  avail- 
able sugar  supply  of  the  world.  New  York  to-day  is  the  sugar  center 
of  the  world. 

Senator  Lodge.  Do  you  mean  by  that  that  th)ere  is  8,000,000  toIl^ 
shut  up  by  the  isolation  of  the  central  powers? 

Mr.  Babst.  No. 

Senator  Lodge.  You  say  "  available  sugar."  How  much  is  cut  off  by 
the  central  powers? 

Mr.  Babst.  About  one-third  of  the  world's  sugar  supply  is  cut  off 
by  the  central  powers,  and  of  the  remaining  two-thirds  America  con 
trols  one-half. 

Senator  Lodge.  Of  the  10,000,000  tons  left? 

Mr.  Babst.  So  that  of  the  available  sugar  supply  what  before  the 
war  constituted  one-third  of  the  world's  supply  now  becomes  one-halt 
of  the  world's  available  supply. 
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Senator  Lodge.  Of  the  world's  supply — the  available  supply 

le  of  the  central  powers? 

Mr.  Babst.  No;  that  is  what  I  do  not  mean. 

Senator  Lodge.  That  is  what  I  want  to  get  at. 

Mr.  Babst.  Before  the  war,  in  round  numbers,  there  were  10,00 

IB  in  the  world. 

Senator  Lodge.  Yes. 

rhe  Chairman.  Eighteen  million  tons  this  year. 

Mr,  Babst.  Before  the  war.    I  did  not  go  back  far  enough.    I 

nking  of  the  1915  and  1916  crops.    It  was  18,000,000  tons  befor 

r,  but  my  fractions  are  just  the  same. 

5enntor  Lodge.  I  wanted  to  get  the  proportions. 

Mr,  Babst.  One-third  of  the  world's  sugar  is  shut  up  in  the  cei 

ners.    Therefore  of  the  remaining  two-thirds,  each  of  those 

rds  becomes  one-half  of  the  available  sugar  in  the  world  ou 

the  central  powers.    One  of  those  halves  belongs  directly 

lirectly  to  America. 

Senator  Lodge.  To  the  United  States! 

Hr.  Babst.  To  the  United  States;  the  United  States  beet 

uisinna  cane,  Hawaii,  the  Philippines  and  Porto  Rico  acquire 

:  Spanish  War,  and,  of  course,  by  reason  of  our  preferential  ti 

:h  Cuba  and  our  other  political  relationship  it  is  one  property. 

s  fair  to  count  in  Cuba, 

Senator  Lodob.  Certainly. 

Hr.  BABsr.  Especially  by  reason  of  the  fact  that  financially  W' 

f  interested  in  one-half  of  the  Cuban  property. 

Senator  Lodge.  AVhere  is  the  other  half! 

■Ir.  Babst.  The  other  half  of  the  world's  sugar  supply  is  in  scati 

ids.     The  British  own,  of  course,  the  British  West  Indies 

ipr  small  sugar  dominions. 

senator  Lodge.  Those  are  not  very  large! 

tfr.  Babot.  They  are  large,  but  they  are  not  specially  impor 

eir  total  supply  is  not  very  large.    England  has  had  no  real  Br 

far  policy,  such  as  developing  their  sugar  possessions,  in  the 

it  the  United  States  has,  but  has  depended  upon  the  beet  suga 

1  central  powers,    France  has  Martinique,  in  West  Indies,  and  ( 

all  sugar  dominions. 

Senator  Kenyon,  There  is  a  large  beet-sugar  production  of  Fr 

here  not ! 

ilv.  Babst.  France  has  always  been  a  beet  country,  hut  a  large 

their  beet  factories  and  beet  fields  are  within  the  battle  lines.    ' 

ilso  true  of  Belgium.    The  only  other  real  important  factor  in 

ler  half  is  Holland,  through  Java,  and  of  course,  as  to  Java,  fi 

Ily  the  relationships  are  more  German  than  Dutch,  and  th 

!  of  the  complications  in  the  Java  situation. 

i^enator  Lodqe.  That  is  not  very  accessible,  is  it,  the  Java  sugar 

tfr.  Babst.  The  Java  sugar  is  entirely  inaccessible,  so  far  as  A 

ia  concerned.  It  is  moving  very  slowly  to  England,  as  ton 
I  be  found  for  it ;  but  it  is  not  considered  available  except  in  a  s 
y.  Therefore  America  to-day  can  be  said  to  he  the  greatest  s 
nine  and  controlling  nation  on  the  earth,  and  it  is  in  pos.se! 
oneHialf  of  the  world's  sugar.  It  is  therefore  extremely  intere: 
it  when  an  international  readjustment  on  this  very  large  and 
rtant  matter  had  to  be  made  that  readjustment  was  made,  • 
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being  made,  in  the  United  States.    Do  you  wish  anything  further. 
Senator  Lodge? 

Senator  Lodge.  No  ;  that  is  all. 

The  Chairman.  I  have  some  figures  here  that  I  am  going  to  ai^k 
you  about.  This  is  not  for  the  purpose  of  contradicting  you  at  all. 
but  I  want  to  hand  you  some  fibres 

Mr.  Babst.  Of  course,  if  this  whole  room  stai*ts  in  asking  me 
questions 

The  CHAiR3f  an.  This  is  not  the  whole  room.  The  sugar  men  have 
not  handed  me  this.  I  got  this  out  of  some  statistical  works,  and  I 
want  to  ask  you  if  you  do  not  want  to  revise  your  statement  regarding 
the  sugars  that  have  been  withheld  from  the  world  because  they  are 
within  the  territory  of  the  central  powers?  You  have  said  they  were 
about  one-third  of  the  world's  crop.' 

Mr.  Babst.  I  was  speaking  very  roughly  at  all  times,  and  only  giv- 
ing a  general  idea.  If  I  wanted  to  give  you  that  exactly,  I  would 
have  to  look  up  the  fibres  more  accurately.  There  are  the  Russian 
sugars,  which  are  not  inside  of  the  battle  lines,  but  are  not  available 
to  the  world,  and  the  Belgian  beet  sugars  and  the  beet  sugars  of 
northern  France,  and  I  looked  at  the  thing  in  a  very  broad,  compre- 
hensive way. 

The  Chairman.  I  am  not  seeking  to  contradict  you,  but  I  am  seek- 
ing to  give  you  the  opportunity  to  correct  your  fibres.  The  figures, 
as  I  understand,  were  compiled  on  the  very  basis  which  you  have 
stated,  and  because  you  did  not  have  the  accurate  figures  before  you— 
and  nobody  can  be  expected  to  carry  them  in  his  mind — ^I  will  ask  you 
to  look  at  this  table  and  see  if  you  now,  looking  at  it,  desire  in  any  way 
to  change  the  proportions  of  sugars  as  you  have  given  them? 

Mr.  Babst.  I  prefer  not  to  look  at  the  paper,  as  I  have  stated  it  in 
a  rough,  round,  general  way,  in  order  to  convey  the  importance  of 
America  in  the  present  world  sugar  situation. 

The  Chairman.  In  connection  with  the  statement  just  made  by  the 
witness  I  introduce  the  following  table,  compiled  from  the  Weekly 
Statistical  Sugar  Journal. 

Senator  Kjenyon.  'What  is  the  Weekly  Statistical  Sugar  JournaH 

Senator  Lodge.  It  is  a  sugar  trade  journal. 

(The  table  referred  to  by  the  chairman  is  here  printed  in  full,  a5 
follows:) 

Exhibit  No.  63i. 

[From  Statistical  Sugar  Trade  Journal,  1916,  and  Nov.  22,  1917.] 

SLT.AR   CHOPS   OF  THE   WORLD. 

Tons 

1912-13 18,186,000 

1913-14 18. 604,000 

1914-15 15, 999,  WO 

1915-lQ 16, 550,m 

1916-17 16,  584,000 

1917-18 17, 190,000 

Estimated  increase  in  world's  production  of  1917-18  over  1916-17  is  606,000 
tons. 

WORLD  CROP  SUGAR  EXCLUSFVE  OF  CONTINENTAL  EUROPE. 

1916-17 :  Tons. 

World   crop 16, 584,096 

Continental  European  crop 4,566,408 

Total 12, 017, 688 
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The  Chaihilax.  Let  it  be  understood  also  that 
ures  include  the  Java  sugars. 
Now  I  want  to  introduce  as  a  part  of  the  examii 
ss  pag:es  24,  25,  -26,  27,  and  28  of  "The  AmericB 
1.."  tkis  book  gotten  out  bv  the  American  Sugar  '. 
The  matter  referred  to  %  the  Chairman  is  ht 
'ord  as  follows: 


)u  Jiiijc  II  of  tbis  yenr  the  fiMxl-L-ontrul  bill  was  liitrcHli 
>stK|uetitb  »u  Au^st  10  Congress  pa^seil  CIic  bill  as  ami 
It  iu>polnte<l  Mr.  Herbert  Himver  focicl  ndiiilnistrator. 
:  (tlve  the  foiMl  ndmliiltrntor  the  [lower  to  (In  iirices  for  si 
'  I'resldent  to  licenKe  the  Imixtrtaiiun,  iiiiiiniraciure,  oi 
essurleti.  u-bich  suRar  Is  induiliHi.  and  further  provides  t! 
I  what  Is  a  Junt  anil  reasonable  profit.  It  also  provid 
:  till!  purposes  of  this  net  tbc  ['resident  Is  authorized  to 
y  arrani^ments  or  agreements  or  t<i  create  and  use  any 
Icilng  under  the  powers  conferred  and  shortly  after 
over  selected  Mr.  (Jeorge  M.  llolph  as  the  head  of  the 
IimI  States  food  administrtiiloii.  In  nri  efTort  to  stnblll 
>perative  buyltig  to  maintain  "  a  i>ro|)er  balance  betwei 
■pi-s  nnil  wniMuaers,"  the  foml  iidinliilstraiioii.  In  coopera 
Viil  romnilssiim  on  the  Su^inr  Supply,  has  appointed  ai 
LiiLiittee  of  five  meailieni  to  nri'auKe  for  the  purchase 
illnble  raw  sugar  to  thia country  and  Its  allies, 
'he  American  members  of  this  committee  are  Mr.  (Jeorp 
the  sugar  division  of  the  United  States  food  adinlnlsl 
tPSt,  the  president  of  this  company:  and  Mr.  William 
:kle  Bros.,  and  to  them  are  to  he  referrerl  all  questions 
ure.  The  memhers  of  the  committee  appointed  od 
rernments  are  Sir  Joseph  Whlte-Todd  and  Mr.  J.  Bai 
idon.  England.  The  food  administration  has  also  ap] 
ners'  committee  of  Ave  reflners  and  seven  alternates 
■portlonate  distribution  of  raw  suKar  provided  by  the 
nmlttee.  It  has  also  promuljmted  rules  and  reguli 
•nslnc  of  all  jiersons  enRORed  in  the  Importation  or  m 
"suant  to  whieh  this  compiiny  baa  been  duly  licensed  to 
1  refine  sugar,  simps,  and  molasses. 
rhe  purposes  of  the  food  administrator  and  the  various 
supervision  of  the  sugar  industry  were  fully  outlined  1 
lied  by  him  on  September  30.  1817.  which  Is  printed  oi 
"rom  the  first  the  American  Sugar  Refining  Co.  has  me 
verniuent.  and,  as  a  matter  of  fact,  on  April  26,  1917. 
isnge  of  the  food-control  bill,  President  Babst.  In  a  pul 
reprinted  on  pages  4.5  and  46,  Indorsed  the  Hoover  ' 
ies  cnn  consolidate  under  one  head  the  whole  purchaslr 
■'or  the  purpose  of  carrying  Into  effect  the  purposes  of 
D  and  following  a  month's  negotiations  t>etween  th< 
over  and  Mr,  Rolpb.  the  United  States  food  admlnlsti 
this  company  requesting  the  company  to  entier  Into  a 
th  It  for  Uie  purchase  of  Imported  raw  sugar  through  tht 
mmlttee  and  the  sale  of  refined  at  a  maximum  refining 
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net  per  pound  for  fine  granulated  sugar  in  barrels  f.  o.  b.  refinery.  (See  letter 
of  Oct.  G,  1917,  printed  on  pp.  77  and  78. )  The  legality  of  the  agreement  has 
been  approved  by  the  Attorney  Greneral  of  the  United  States,  and  at  a  meeting 
of  the  board  of  directors  held  on  October  9,  1917,  the  president  of  this  company 
was  duly  authorized  to  execute  it.  The  voluntary  execution  of  this  agreement 
at  the  urgent  request  of  the  food  administrator  and  the  efforts  of  the  company 
to  make  effective  the  plans  and  aims  of  the  United  States  Food  Administration 
attest  to  the  sincere  pun>ose  of  the  company  to  meet  the  request  of  the  Govern- 
ment in  the  present  emergency. 

All  other  American  refiners  were  also  requested  by  the  food  administrator 
to  execute  similar  voluntary  agreements  with  him^  and  one  and  all  met  bis 
wishes  in  the  matter. 

Previously,  and  in  August,  as  is  recited  In  the  agreement  of  the  Food 
Administration  referred  to,  "  representatives  of  85  per  cent  of  the  domestic 
beet-sugar  industry  met  with  the  food  administration  in  Washington  and 
pledged  the  interests  which  they  represented  to  maintain  a  price  fyr  tbeir 
product  of  not  to  exceed  7.25  cane  basis  seaboard  refining  points  from  tlie 
beginning  of  the  crop,  starting  in  October,  until  same  had  been  distributeil." 
The  price  for  domestic  beet  sugar  then  agreed  upon  and  later  accepted  by 
the  entire  domestic  beet  industry  is  not  one,  however,  that  the  company  can 
meet  on  the  present  price  of  raw  cane  sugar  or  on  any  basis  prevailing  sint% 
last   June. 

It  should^ also  be  borne  in  mind  that  the  company  has  been  under  notice  of 
governmental  supervision  since  the  food-<M>ntrol  bill  was  first  introduced  in 
Congress  and  has  been  compelled  to  shape  its  policy  with  such  supervision  in 
prospect.  As  early  as  July  27  this  company,  in  its  trade  bulletin,  reviewed  tiie 
situation  confronting  the  industry  and  made  this  very  pertinent  statement: 

'*  It  should  be  recorded  that  the  United  States  refiners  are  and  have  been 
under  notice  of  Government  control.  The  position  of  the  United  States 
refiners,  therefore,  so  far  as  the  risk  of  inventory  is  concerned,  has  been 
weakened  by  such  notice  and  made  uncertain.  Under  these  circumstances  tbe 
refiners  have  been  largely  relieved  of  the  responsibility  of  safeguarding  tbe 
United  States  supply. 

**Of  course  there  is  plenty  of  sugar  in  Java,  and  naturally  It  will  remain 
there  as  a  reserve  supply  as  long  as  tonnage  is  not  provided  to  move  it.  Equally 
naturally  the  royal  commission,  upon  being  threatened  with  exclusion  from 
the  American  market,  has  filled  its  needs  in  the  much  nearer  and  more  con- 
venient markets  of  Cuba  and  Canada." 

In  the  meantime  the  heavy  buying  by  the  allies  and  foreign  countries,  fol- 
lowing the  action  of  the  Senate  Finance  Committee,  had  so  depleted  the  stocks 
of  raw  sugar  that  supplies  could  not  be  obtained  in  sufiScient  quantities  by 
American  refiners  to  continue  their  meltings.  As  a  result  the  following  re- 
fineries were  compelled  to  close  down : 

Franklin,  Philadelphia  (Front  Street  Refinery),  September  15,  1917. 

Arbuckle,  Brooklyn,  September  19,  1917. 

Colonial,  Qrammercy,  La.,  October  4,  1917. 

Henderson,  New  Orleans,  October  5,  1917. 

Franklin,  Philadelphia  (Reed  Street  Refinery),  October  6,  1917. 

Federal,  Yonkers,  October  8,  1917. 

American,  Brooklyn,  October  9,  1917. 

Imperial,  Sugarland,  Tex.,  October  13,  1917. 

Warner,  Edgewater,  N.  J.,  October  18,  1917. 

American,  Ohalmette,  La.,  October  18,  1917. 

National,  Yonkers,  October  19,  1917. 

Savannah,  Savannah,  October  20,  1917. 

American,  Boston,  October  24,  1917. 

With  full  knowledge  of  the  effect  of  the  Senate  Finance  Committee's  actions 
upon  the  domestic  industry,  this  company  and  the  entire  industry  used  every 
legitimate  means  to  bring  about  its  early  reversal,  but  the  three  months*  delaj. 
in  conjunction  with  the  other  contributing  elements,  put  the  situation  beyond 
power  of  corruption.  By  September  supplies  of  raw  sugar  which  might  othe^ 
wise  have  been  bought  had  become  no  longer  available,  and  refiners  were  un- 
able to  continue  their  meltings. 

Summary,  • 

The  foregoing  review  of  conditions  in  the  sugar  market  from  January  1  to 
October  31  of  the  current  year  is  an  attempt  to  stote  the  many  fiactors  which 
have  affected  the  sugar  industry  in  the  United  States. 
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Id  nn  effort  to  stintmarl7«  the  net  result  ot  the  conditions  which  have  beei 
scrihetl.  the  following  tnble  has  been  compiled  from  Btattstlcs  ^ven  tn  tbi 
eekly  Stntlstlcol  Trade  Jouninl  of  Wlllett  &  Gray: 
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It  nltl  be  seen  that  the  consamptlon  ot  the  Onlted  States  for  the  first  1 
mihn  ot  this  year  has  been  running  at  an  average  rate  of  338,000  tons  : 
nth.  By  rcnsou  of  the  dlsappeai-auce  of  the  Invisible  domestic  reflned  suppi 
[1  the  absence  of  stocks  of  raw  sugars  In  sources  usually  available  to  till 
intry  and  particularly  In  Cuba'— due  to  the  heavier  shipments  froni  the  lotte 
irce  to  Europe — !t  is  apparent,  as  there  has  been  no  Increase  In  the  world' 
Hlucllon,  that  there  Is  not  sulElclent  sugar  to  meet  our  domestic  requlremeiiti 
cordlngly  It  Is  evident  at  this  writing  (Oct.  31,  1017)  that  for  the  balanc 
(he  year  we  ore  short  nearly  six  weeks'  supply  as  compared  with  a  year  ngf 
la  has  resulted  In  a  condition  which,  pending  the  arrival  of  the  Cuban  croj 
,v  grimling,  can  only  be  met  by  tlie  prompt  and  wide  dtstribntloa  of  the  net 
ip  ot  domestic  beet  sugar  and  tlie  Xxiulsianu  crop  of  cane  sugar,  togethe 
:h  any  Hawaiian  or  Piilllppiiie  sugars  that  may  come  upon  the  mnrlcei 
e  slioi-toge  will  be  acutely  felt  in  the  New  Enginod  and  Atlantic  coast  State) 
!  to  their  seograplilcal  position. 

Mr.  Babot.  I3  that  all? 

riie  Chairman.  Yes. 

Mr.  Babst.  I  would  like  to  make  a  short  statement. 

rhe  Chaihman.  Oh,  Mr.  Babst,  the  committee  has  indulged  yo 

re,  and  you  have  made  nothing  but  statements — long  statements- 

d  you  have  had  your  counsel  beside  you,  and  many  of  the  question 

It  have  been  asked  you  have  been  answered   from  typewritte: 

moranda  furnished  by  the  counsel,  and  I  do  not  think  that  yo 

2ht  to  ask  to  take  up  further  time. 

Mr,  Badst.  I  will  not  take  but  a  very  few  momenta 

Senator  1\j:nton.  If  it  is  just  a  short  statement,  I  think  he  ougli 

be  allowed  to  make  it. 

Mr,  Babst.  It  will  not  take  but  very  little  time. 

rhe  Chaibman.  Is  it  written! 

Mr.  Babst.  No;  it  is  in  the  shape  of  a  memorandum  I  have  in  m 

nd  here,  and  I  will  go  along  and  dictate  it. 

riie  Chairbian.  AVnat  does  the  committee  say?     I  think  that  th 

nmittee  is  through.    If  tlie  witness  says  there  is  anything  he  hi 

d  here  that  he  wants  to  explain  he  ought  to  be  allowed  to  explai 

V  misapprehension. 

Mr.  Babst.  Let  me  go  along,  and  you  may  stop  me  if  I  am  too  Ion( 

nerely  wish  the  opportunity  of  checking  any  figures  I  have  give 

this  testimony,  in  order  that  tliere  may  be  no  error  in  the  record. 

r  wish  to  state  that  it  has  been  my  policy  in  the  management  of  th 

nerican  Sugar  Refining  Co.  since  I  became  its  president  to  pn 
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vent^so  far  as  possible,  any  speculative  movements  in  sugar  or  market 
manipulations  by  anyone  who  either  did  not  produce,  manufacture, 
or  refine  sugars.  I  realize  that  in  carrying  out  this  policy  I  have 
incurred  and  will  incur  considerable  antagonism,  and  I  therefore 
desire  the  privilege  of  returning  to  this  witness  chair  and  presenting 
any  testimony  which  mav  be  necessary  to  answer  any  charges  which 
may  be  made  at  any  subsequent  hearing  which  in  any  way  reflect 
upon  me  personally  or  reflect  upon  the  business  integrity  of  the 
American  Sugar  Befining  Co.  since  July  13, 1915,  when  I  became  its 
president. 

I  wish  to  accept  the  invitation  of  the  committee  that  they  will  be 
glad  to  have  submitted  the  names  of  persons  who  could  assist  the 
committee  in  bringing  out  all  of  the  facts,  and  I  would  now  like  to 
suggest  the  following  names: 

George  H.  Earle,  who  is  here  present  in  the  room,  and  who  is  presi- 
dent of  the  Pennsylvania  Sugar  Co.,  of  Philadelphia. 

Judge  H.  E.  Milling,  the  chairman  representing  the  Louisiana  cane 
growers,  and  all  the  members  of  his  committee.  Judge  Milling  is 
present  in  the  room. 

D wight  P.  Thomas,  vice  president  of  the  Kevere  Sugar  Refining 
Co.,  Boston. 

William  A.  Jamison^  owner  of  Arbuckle  Bros.,  New  York. 

James  H.  Post,  president  National  Sugar  Refining  Co.,  New  YorlL 

C.  M.  Warner,  president  Warner  Sucar  Refining  Co.,  New  York. 

W.  J.  McCahan,  jr.,  manager  W.  J.  McCahan  Sugar  Refining  Co., 
Philadelphia.  ^ 

B.  A.  Oxnard,  president  Savannah  Sugar  Refining  Co. 

John  Farr,  president  Colonial  Sugars  Co.,  Gramercy,  La. ;  address. 
New  York  City. 

William  Henderson,  of  the  Henderson  Refinery,  New  Orleans,  La. 

Col.  W.  T.  Eldridffe,  representing  the  Imperial  Sugar  Refining  Co.. 
Suffarlands,  Tex.,  who  is  present  in  the  room. 

tfohn  D.  Spreckels,  president  of  the  Western  Sugar  Refining  Co- 
San  Francisco. 

Wallace  Alexander,  vice  president  California  &  Hawaiian  Sugar 
Refining  Co.,  San  Francisco. 

Joseph  E.  Freeman,  secretary  American  Sugar  Refining  Co. 

Joseph  A.  Ball,  general  sales  manager  American  Sugar  Refin- 
ing Co. 

Kalph  S.  Stubbs,  general  manager  American  Sugar  Refining  Co. 

Edwin  T.  Gibson,  temporary  secretary  International  Sugar  Com 
mittee. 

Henry  C.  Mott,  agent  to  arrange  for  the  purchases  of  raw  sugar 
of  the  International  Sugar  Committee,  of  111  Wall  Street,  New 
York. 

Senator  Ken  yon.  How  long  do  you  want  this  inquiry  to  run? 

Mr.  Babst.  So  long  as  the  committee  desires  to  have  it  continue. 

Senator  Lodge.  We  shall  cut  it  off  as  soon  as  we  can. 

Senator  Vardaman.  Yes;  I  think  we  have  got  pretty  nearly  all  we 
need. 

Mr.  Babst.  Gentlemen,  I  thank  you  very  much  for  your  great 
patience,  and  I  hope  some  of  the  suggestions  T  have  made  will  ho 
acted  upon. 
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Senator  Vabdauah.  Mr.  Chainnon,  it  was  understood,  in  the  cor- 
Ktion  of  the  figures  of  Mr.  Babst,  that  he  may  read  his  testimony 
id  correct  it! 

The  CiiAntMAN.  We  did  not  have  any  such  understanding  ns  that, 
[cept  that  he  was  to  furnish  some  additional  figures;  but  I  want 
)  say  to  nil  the  witnesses  here  that  this  testimony  must  go  to  the 
rinter.  The  Senators  are  asking  for  it,  and  I  feel  that  we  ought 
I  turn  it  over  to  the  printer  at  once. 

Senator  Vaedaman,  I  think  it  is  the  custom  to  submit  proof  to  the 


The  CHAtitMAN.  The  transcript  of  Mr.  Babst's  testimony  will  be 

■ady  for  him  to-morrow,  and  I  will  ask  him  to  have  it  corrected  by 

i-morrow  night  so  that  we  can  send  it  to  the  printer. 

Mr.  Badst.  I  will  do  the  very  best  that  is  possible. 

The  Chairman.  There  will  not  be  much  oi  it  you  will  have  to  cor- 

ct.   I  expect  there  are  some  figures  you  may  want  to  revise. 

Mr.  Babst.  They  have  to  be  checked  so  as  to  be  accurate. 

Senator  Varoaman,  That  privilege  is  extended 

The  Chairman.  Certainly;  and  that  is  extended  to  all  of  the 


Senator  Vardaman.  To  all  of  the  witnesses. 

The  Craibuan.  I  will  say  to  all  of  the  witnesses  that  have  testi- 

td  that  I  want  them  to  have  their  testimony  corrected  by  to-morrow 

ght 

Senator  Vardaman.  Let  us  have  a  little  executive  meeting  for  just 

few  moments. 

The  members  of  the  committee  thereupon  withdrew  for  a  brief 

ecutive  session,  after  which  they  returned  to  the  committee  room. 

ilSTIKONT  OF  UR.  OEOBGE  H.  AOLFH,  UAKAaEB  07  THE  CAII- 
FOOHIA  A  HAWAIZAir  SUQAS  SEFINUrG  CO.,  SAH  FRABCISCO, 
CAL. 

The  Chairman.  We  will  now  hear  Mr.  Rolph. 

The  witness  was  sworn  by  the  chairman. 

The  Chairman.  Please  state  your  name? 

Mr.  RoiJH.  George  M.  Bolph. 

The  Chairman.  What  is  your  place  of  residence  I 

Mr.  EoLPH.  San  Francisco,  Cal. 

The  Chairman.  What  is  your  business? 

Mr.  EoLPH.  Sugar  refining. 

The  Chairman.  With  what  company  are  you  connected  and  in 

lat  capacity? 

Mr.  BoLFH.  The  California  &  Hawaiian  Sugar  Kefining  Co.,  as 

mager. 

The  Chairman.  How  long  have  you  been  general  manager  of  that 

mpany ! 

Mr.  RoLFH.  Twelve  years, 

The  Chairman.  Prior  to  that  what  was  your  bu^ness? 

Mr.  RoifH.  I  was  connected  with  the  Hawaiian  industry  since 

98. 

The  Chairman.  What  do  you  mean  by  "  the  Hawaiian  industry  "? 

Mr.  Rolph.  I  was  secretary  of  several  of  the  companies. 
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The  Chairman.  What  kind  of  oompaniest 

Mr.  RoLPH.  Sugar  companies. 

The  Chairman.  Producing  companies? 

Mr.  BoLPH.  Raw  sugar  producing  companies. 

The  Chairman.  How  many  are  there  in  Hawaii  t 

Mr.  EoLPH.  There  are  about  52, 1  think. 

The  Chairman.  Of  how  many  were  you  secretary  t 

Mr.  RoLPH.  I  was  secretary  of  two  of  them. 

The  Chairman.  What  proportion  of  the  output  did  those  two 
companies  control? 

Mr.  RoLPH.  About  25,000  tons  out  of  500,000  at  that  time. 

The  Chairman*  Is  there  an  organization  of  the  sugar  raisers  of 
Hawaii  ? 

Mr.  RoLPH.  There  is. 

The  Chair3Ian.  Does  that  embrace  all  or  substantially  all  the 
su^ar  raisers  of  importance  ? 

Mr.  Rolph.  No;  it  embraces  about  80  per  cent. 

The  Chairman.  Did  you  organize  that  organization  ? 

Mr.  RoLPU.  I  was  in  Honolulu  at  the  time  it  was  organized  and 
helped  in  organizing  it. 

The  Chairman,  lou  helped  organize  it?         • 

Mr.  RoLPH.  Yes,  sir. 

The  Chairman.  Really,  you  are  the  originator  of  it;  are  you  not, 
Mr.  Rolph? 

Mr.  RoLPH.  Yes ;  1  suppose  I  am. 

The  Chairman.  You  say  that  it  embraces  80  per  cent  of  the  sugar 
planters  ? 

Mr.  Rolph.  Yes,  sir. 

The  Chairman.  What  proportion  of  the  output  does  it  embracel 

Mr.  RoLPH.  I  should  say  alx)ut  80  per  cent  of  the  output. 

The  Chairman.  Is  there  another  association  in  which  the  other 
20  per  cent  are  engaged  ? 

Mr.  RoLpn.  No. 

The  Chairman.  They  are  independent? 

Mr.  Rolph.  Well,  they  sell  their  sugar  to  the  Spreckels  people  in 
San  Francisco. 

The  Chairman.  But  are  they  organized  in  any  way? 

Mr.  Rolph.  Not  that  I  know  of. 

The  Chairman.  What  is  the  name  of  your  sugar  refining  com- 
pany ? 

Mr.  Rolph.  The  California  &  Hawaiian  Sugar  Refining  Co. 

The  Chairman.  Who  are  the  real  proprietors  of  that  company? 

Mr.  RoLPii.  The  Hawaiian  planters. 

The  Chairman.  The  same  planters  that  are  in  this  organization 
or  association  of  which  you  have  spoken  ? 

Mr.  Rolph.  They  bought  the  plant. 

The  Chairman.  What  is  that  organization? 

Mr.  Rolph.  The  Sugar  Factors  Co.,  Limited. 

The  CiiAiRBiAN.  So,  if  I  get  you  right,  Mr.  Rolph,  about  80  per 
[cent  of  the  sugar  planters,  both  in  numbers  and  in  quantity  of  out- 
put, of  Hawaii,  are  organized  into  an  organization  known  as  what' 

Mr.  Rolph.  The  Sugar  Factors  Co.,  Limited. 

The  Chairman.  And  that  Sugar  Factors  Co.,  Limited,  in  turn 
t»wns  the  refinery  at 

J 
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Mr.  RoLFH.  Crockett,  Cal. ;  and  Col.  W.  S.  Spalding. 

The  Chairhan.  He  la  a.  partner  in  thutl 

Mr.  SoLPH.  He  is  a  partner.    He  is  a  stockholder. 

The  Chairman.  A  stockholder;  but  the  control  of  the  stock,  the 
riajority  of  the  stock  in  the  sugar  refining  company,  is  owned  by  this 
issociation! 

Mr.  BoLPH.  That  is  correct. 

The  Chairman.  You  organized  the  association,  and  you  nve  the 
;eneral  manager  of  the  company^ 

Mr.  KoLPH.  I  can  not  flatter  myself  that  I  organized  it.  I  assisted 
n  its  organization- 

The  (JHAiHMAN.  You  said  you  were  I'eally  the  originator- 
Mr.  BoLPH,  Well,  I  think  that  I  suggested  the  idea. 

The  Chairman.  Now,  I  want  to  interrupt  the  esnmination.  It  has 
leen  suggested  here,  for  the  convenience  of  other  witnesses,  that  tiie 
ommittee  think  that  following  Mr,  Eolph's  examination,  which  we 
lOpe  to  make  reasonably  brief — we.  hope  to  get  through  with  it  to- 
ay — on  to-morrow  morning,  as  soon  as  Mr.  Rolph  has  con&luded, 
■  e  will  ask  Mr.  Hoover  to  testify. 

Mr.  Eolph,  there  has  been  reference  here  to  a  contract  relating  to 
lie  sales  of  sugar  between  the  Sugar  Factors  Co.  and  the  refining 
onipany.    Have  you  that  contract  with  you  ? 

Mr.  Koi.j*ii.  I  have  not.    I  telegraphed  to  San  Francisco  for  it;  but 

have  copies  of  the  contracts  with  the  eastern  refiners,  if  you  want 
lieni. 

The -Chairman.  But  you  have  no  copy  of  the  contract  betwt-en  the 
'actors  Co.  and  the  refining  company  nere) 

Mr.  RoLPH.  Not  the  refining  company  out  in  San  Francisco.  That 
light  to  be  here  at  any  moment. 

The  Chairman.  Is  the  Factors  Co.  a  corporation? 

Mr.  KoLPH.  Yes,  sir. 

The  Chairman.  What  is  its  capital  stock? 

Mr.  BoLFH.  I  can  not  tell  you.     I  would  have  to  get  that  for  you. 

The  Chairman.  Can  vou  approximate  it? 

Mr.  BoLPH.  I  think  it"  is  $5,000,000. 

The  CHAinsfAN.  What  is  the  capital  stock  of  the  refining  com- 
anyi 

Mr.  Eolph.  Five  million  dollars,  and  the  Factors  Co.  acts  as  a 
roker  for  the  sale  of  the  sugar  only. 

The  Chairman,  The  Factors  Co.,  however,  takes  all  of  the,  output 
f  this  SO  per  cent  of  the  owners? 

Mr.  Eolph.  No;  it  sells  it  for  them,  and  arranges  the  transporta- 
on — those  are  the  principal  functions — for  which  it  is  paid  a  small 
rokerage. 

The  Chairmak.  Just  to  save  any  possible  waste  of  time  on  it,  it 
I  in  fact  a  corporation  through  wKich  80  per  cent  of  the  pliinters  of 
[awnii  market  their  sugar? 

Mr.  Eolph.  Yes,  sir ;  that  is  correct. 

The  Chairman.  And  I  am  inquiring  now  for  the  agreement  be- 
ween  this  Factors  Co.  and  these  constituent  members  or  these 
atrons  of  that  company,  whichever  way  you  speak  of  them,  this  80 
er  cent.     You  have  not  that  contract  with  you? 

Mr.  Eolph.  I  would  call  it  their  own  refinery. 

The  Chaibman,  Their  own  refinerv? 
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Mr.  BoLPH.  Yes,  sir. 

The  Chairman.  That  is  to  say,  the  refinery  in  California  is,  is  fact, 
the  refinery  for  this  80  per  cent  of  sugar  producers  f 

Mr.  BoLPH.  Yes,  sir. 

The  Chaibmak.  Very  well.  Now,  have  you  the  contract  that  ia 
made  between  the  Factors  Co.  and  the  refining  company  with  you? 

Mr.  KoLPH.  No;  I  have  not. 

The  Chairman.  You  have  sent  for  that  and  expect  it  soon! 

Mr.  RoLPH.  I  have  telegraphed  for  it 

The  Chairman.  You  spoke  of  some  contract  you  do  have.  What 
it  that? 

Mr.  RoLPH.  There  are  similar  contracts  with  the  Factors  Co.  and 
two  eastern  refiners. 

Senator  Lodge.  The  National? 

Mr.  EoLPH.  The  Pennsylvania  and  the  NationaL    I  thought  I  had 
'  them  here,  but  I  have  not,  and  they  are  very  similar.    The  wording  is 
almost  identical. 

The* Chairman.  Can  you  not  find  those? 

Mr.  EoLPH.  I  had  them  the  other  day.  I  offered  them  to  the  clerk 
here,  but  he  said  he  thought  I  had  better  get  the  one  from  San  Fran- 
cisco.   I  can  have  the  eastern  contracts  here  to-morrow. 

The  Chairman.  I  thought  perhaps  }rou  had  them  in  that  large 
bundle  of  papers  that  you  have  been  getting  from  time  to  time. 

Mr.  Eolph.  No ;  I  thought  I  had,  too.  I  can  have  those  for  you 
to-morrow  morning. 

The  Chairman.  There  is,  however,  a  contract  in  existence- by  the 
terms  of  which  the  price  on  Hawaiian  sugar  is  to  be  determined  by 
the  New  York  price  t 

Mr.  Eolph.  That  is  right. 

The  Chairman.  Between  whom  is  that  contract? 

Mr.  Eolph.  The  contract  is  between  the  Factors  Ecfining  Co.  and 
the  California  &  Hawaiian  Sugar  Eefining  Co.;  another  contract  be- 
tween the  Factors  Co.  and  the  Pennsylvania  Sugar  Eefining  Co^  and 
another  contract  between  the  Factors  Co.  and  the  National  Sugar 
Eefining  Co. 

The  Chairman.  Tliat  is  to  say,  the  proprietors  of  the  California 
&  Hawaiian  Sugar  Eefining  Co.  make  a  contract  with  that  company 
of  which  they  are  proprietors  by  the  terms  of  which  they  are  to 
be  paid  a  price  for  the  sugar  fixei  by  the  New  York  market? 

Mr.  Eolph.  That  is  right. 

The  Chair^ian.  Does  all  of  the  sugar  produced  bjr  the  constituent 
members  of  the  Factors  Co.,  this  80  per  cent — ^I  will  use  the  term 
"  Factors  Co.,''  as  I  expect  it  is  reasonably  correct — come  to  the  Cali- 
fornia Eefining  Co.,  your  company? 

Mr.  Eolph.  A  little  over  one-half. 

The  Chairman.  'Where  does  the  rest  of  its  output  go? 

Mr.  Eolph.  The  Pennsylvania  Sugar  Eefining  Co.  and  the  Na- 
tional Sugar  Eefining  Co. 

The  Chairman.  Is  there  any  common  ownership  or  partnership,  or 
partial  ownership,  of  these  two  companies  you  have  named  vested  in 
the  California  &  Hawaiian  Sugar  Eefininff  Co.,  or  in  the  Factors  Ca, 
or  in  the  constituent  members  of  either  of  those  companies? 

Mr.  Eouph.  Absolutely  none  at  all. 
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The  Chaibuan.  The  last  two  companies  joa  have  named- 
Pennsylvaaia  Sugar  Befiniag  Co.  and  the  Xational  Sugar  Be£ 
Co. — are  indepenaent  of  your  company! 
Mr.  BoLPH.  Absolutely. 

The  Chaibuan.  What  about  their  connection  with  the  Ame 
Sugar  defining  Co.? 

Mr.  RoLPH.  I  do  not  know  anything  about  it  except  what  I 
leard  testified  to  here. 

The  CnAiBHAK.  What  proportion  does  the  National  get  of 
flawaiian  sugar! 

Mr.  BoLPH.  One-half  of  whot  comes  East. 

The  Chaibman.  They  get  about  one-fourthi 

Mr.  BoLFH.  Xot  quite  a  quarter. 

The  Cbadesian.  I  am  going  to  call  your  company  the  Befi 
^o.  Have  yoa  with  you  any  statement  sliowing  the  amount  oi 
iigars  which  the  Benning  do.  had  on  hand  at  different  times  di 
he  past  12  months  1 

Mr.  RoLFH.  I  have  a  statement  showing  what  was  on  hand  oi 
St  of  September  and  the  1st  of  October. 

The  Chairman.  Have  you  any  statement  showing  what  w« 
land  other  months  of  the  year  I 

Mr.  RoLPH.  No. 

The  Chaibbian.  Let  us  have  the  statements  that  you  have  ; 
rhat  was  on  hand  in  those  two  months.  I  am  asking  for  raw  su 
s  well  as  refined  sugars.     But  give  them  separately  if  you  can. 

Mr,  RoLPH.  We  had  of  rows  on  hand,  on  the  1st  day  of  Oct 
2,222  short  tons. 

•Senator  Lodge.  Raws! 

Mr.  RoLPH.  Raws. 

The  Chaibman.  How  much  refined! 

Mr.  RoLPU.  We  had  refined  on  hand  on  that  date,  at  Cro< 
0.1  u4  tons. 

The  Chaibman.  You  say  at  Crockett.  What  did  you  ha\ 
ther  places! 

Mr.  RoLPH.  And  stored  at  Chicago  and  what  are  known  as 
]uri  River  points,  13,022  tons. 

Senator  Lodge.  You  say  you  have  the  statement  for  Septei 
)o? 

Mr.  RoLPH.  The  1st  of  September  we  had  on  hand  at  Crot 
1  the  form  of  raws,  23,832  tons  and  7,038  tons  of  refined. 

The  Chaibman.  You  say  at  Crockett.  Did  you  have  raw  si 
Isewhere ! 

Mr.  RoLPH.  We  did  not 

The  CHAmHAN.  Did  this  Factors  Co.  have  raw  sugars  etsewl 

Mr.  BoLFH.  Yes;  it  was  shipping  them  right  along. 

Tlie  Chaibman.  It  was  shippmg  them! 

Mr.  BoLPH.  Every  day. 

The  Chaibhan.  How  much  sugars  did  they  have! 

Mr.  Bolfh.  I  have  no  idea. 

The  CiiAmMAN.  Xo  conception  at  all ! 

Mr.  BoLPH.  No ;  because  the  shipments  were  coming  forwarc 
aly  to  Crockett,  but  to  New  York,  as  fast  as  they  could  ship  the 

The  Chairman.  To  New  York  for  these  two  companies! 
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Mr.  fioLPu.  Correct. 

The  Chairman.  How  much  was  there  in  transit  to  your  company! 

Mr.  RoLPH.  I  can  answer  that  question  best  by  stating  the  fact 
that  after  the  1st  day  of  October  we  received  18,491  tons. 

The  Chairman,  iou  have  made  up  the  figures  for  these  two 
months  from  what  data  ?    Where  did  you  get  your  data  ? 

Mr.  RoLPH.  I  telegraphed  for  it. 

The  Chairman.  What  about  the  amount  of  sugar  you  had  there  in 
August? 

Mr.  RoLPH.  I  have  no  idea. 

The  Chairman.  How  much  in  November? 

Mr.  RoLPH.  I  have  no  idea.  A  very  small  amount;  practicall; 
very  little.  Our  peak-load  period  comes  along  in  September  anJ 
October.  That  is  about  the  end  of  the  crop.  We  receive  our  sugar 
out  there  at  about  seven  to  eight  months,  and  the  accumulations 
during  the  early  months  of  the  3'ear  are  stored  in  our  warehouses  at 
about  that  time  in  order  to  carry  the  refining  operations  along  until 
the  end  of  the  year.  So  just  about  these  dates  we  have  the  greatest 
amount  of  sugar  on  hand  that  we  have  at  any  time  during  the  year. 

The  Chairman.  When  was  it  that  you  offered  sugars  to  Mr, 
Spreckels  ? 

Mr.  RoLPH.  On  the  15th  of  September,  at  a  meeting  of  all  of  the 
refiners  in  New  York. 

The  Chairman.  Did  you  offer  him  sugars  then  out  of  the  sugars 
that  you  had  on  hand,  or  were  they  sugars  out  of  the  crop  that  was 
to  come? 

Mr.  RoLPH.  There  was  no  question  about  where  it  was  to  come 
from,  or  when. 

The  Chairman.  Did  you  offer  him  then,  presently,  sugars! 

Mr.  RoLPH.  He  had  been  objecting  to  some  sugars  that  the  Penn- 
sylvania Refining  Co.  had  received,  and  Mr.  Earle  offered  him  his 
contracts.  He  said,  "  I  will  turn  over  these  contracts  to  you ;  you  are 
kicking  about  it  so  much." 

The  Chairman.  Mr.  Earle  offered  him  his  contracts? 

Mr.  RoLPH.  Yes,  sir. 

The  Chairman.  That  would  not,  however,  have  taken  any  of  the 
sugar  that  you  had  on  hand  away  from  you,  would  it? 

Mr.  RoLPH.  I  said, "  I  will  duplicate  the  offer.    Will  you  take  it  r 

The  Chairman.  That  was  for  the  sugars  that  were  then  in  hand! 

Mr.  Rolph.  It  was  nothing  but  a  bluff,  because  I  knew  he  would 
not  take  them. 

The  Chairman.  You  did  not  intend,  then,  to  give  them  to  him  ? 

Mr.  Rolph.  I  would  have  given  them  to  him  if  he  had  accepted  the 
offer,  but  I  knew  he  would  not. 

The  Chairman.  That  is  very  satisfactory.  You  had  on  hand,  on 
September  21,  23,832  tons  of  raw  sugar? 

Mr.  Rolph.  I  did. 

The  Chairman.  And  the  7,038  tons  of  refined  su|^r  ?  What  were 
your  receipts  during  that  month,  and  how  much  did  you  refine  and 
send  to  the  market? 

Mr.  Rolph.  We  had  on  hand  on  the  1st  of  September  23,832,  and 
we  had  on  hand  on  the  1st  of  October  22,222,  and  we  sold  the  equiva- 
lent of  all  we  had  received  during  the  month* 

The  Chairman.  How  much  was  that? 
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Mr.  Roif  H.  We  run  usiially  about  25,000  tons  n  month. 

The  Chairuak.  The  1st  of  October  ;ou  still  had  22SIS2  tons  of 

ws.    And  bow  about  Kovember — the  1st  of  November  i 

Mr.  RoLFH.  We  had  very  much  less. 

TliB  Chairuan.  How  much  less! 

Mr.  EoLPn.  I  should  say  25,000  tons  less. 

The  CiiAinMAN.  Twenty-five  thousand  tons  less  than  22,000  tonsT 

Mr.  RoLPH.  No;  25,000  tons  less  nltogether. 

The  Chairman.  I  can  not  get  your  figures.    I  tm  asking  about  raw 

ears.     You  had  22,222  tons  oi  mw  sugars. 

Mr.  EoLPH.  We  melted  those  sugars  up  during  October  and  sold 

em,  and  hod  probably  not  quite  the  amount  that  we  had  received, 

cause  some  of  that  sugar  came  in  in  December.    Tliero  were  18,401 

IS  received,  practicaUy,  during  Kovember  and  the  early  days  of 

icembcr. 

Ihi;  Chairman.  So  you  think  you  had  about  18,000  tons  of  sugar 

hand  still  on  the  1st  of  November! 

Mr.  RoLPH.  Yea.  Mr.  Brown,  who  has  just  come  from  San  Fran- 
co, tells  me  tliat  the  refinery  finislicd  operations  in  the  early  days 

November.    So  we  had  no  raw  sugar  on  hand,  practically  none, 

the  1st  of  November.     It  was  all  refined. 
The  Chairman.  How  much  did  you  have  of  refined  on  hand! 
Mr.  BoLPH.  Can  you  give  me  that,  Mr.  Brown! 
Mr.  Brown.  No;  but  I  can  give  you  the  information  for  the  1st 

December.  About  12,000  tons  of  refined,  and  since  that  we  hav« 
:eived  2,000  tons  new  crop,  which  we  are  melting  there  until  we- 
irt  up  in  Janunry. 

Mr.  EoLPH.  Will  you  accept  that  as  my  answer! 
riie  Chairman.  If  you  adx>pt  it    You  know  the  gentleman. 
Mr.  Boi,PH.  Yes. 

The  Chairman.  Did  you  make  any  effort  during  the  month  of 
:tober  to  get  these  sugars  that  you  had  on  hand  to  the  eastern 
ifket! 

Mr.  EoLFH.  I  did ;  and  I  sold  the  bulk  of  them  there. 
The  Chairman.  How  much  did  you  sell,  and  to  whom! 
Senator  Lodoe.  Are  you  speaking  of  raw  sugar! 
The  Chairman.  I  am  speaking  of  refined  sugars. 
Mr.  EoLPH.  I  have  here  some  telegrams.    Tnere  are  20  from  the 
ate  of  Missouri,  12  from  Illinois,  9  from  Indiana,  12  from  Iowa, 
from  Nebraska,  6  from  Minnesota,  13  from  I^nsas,  1  from  Wis- 
nsin,  and  2  from  California.    They  read  about  as  follows;    This 
e  is  from  Kansas  City,  Mo. 

The  Chairman.  I  hope  you  will  not  follow  the  example  we  had. 
hope  you  will  answer  questions.  You  started  out  beautifully  on 
at.    Bead  my  question. 

The  stenographer  repeated  the  questions,  as  follows: 
rhe  CHAiRUAn.  Did  you  mnke  nny  efTort  ilurlng  the  month  of  October  to  Bet 
Me  sugoFB  that  you  had  on  hand  to  tlie  enstern  mnrket? 
\Ir.  RoLPK.  I  did ;  and  I  sold  the  bnik  of  them  tliere. 
rhe  CHuBJiAN.  Bow  much  did  jou  sell,  nod  to  wliom? 
The  Chairman.  I  do  not  mean  what  individuals — what  grocers  or 
niers — but  how  much  did  you  sell  and  to  what  class  of  people! 
Mr.  EoLFH.  We  sold  in  the  Missouri  River  points  and  in  the  Chi- 
go  territory  about  30,000  tons. 
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The  Chaibhan.  During  the  month  of  October  t 

Mr.  RoLPH.  From  the  Ist  day  of  September  until  the  preseot  tiinBL 

The  Chaibman.  Until  the  present  tmiet 

Mr.  BoLPH.  Yes,  sir. 

The  Chairman.  Is  that  in  the  territory  that  you   ordinarily 

SUDDly? 

Mr.  BoLPH.  It  is. 

The  Chaibman.  I  inquired  what  you  had  sold  in  the  East 

Mr.  BoLPH.  You  mean  east  of  Chicago  f 

The  Chaibman.  Yes ;  in  New  York  and  on  the  Atlantic  coast 

Senator  Lodge.  Where  the  stringency  has  been. 

Mr.  BoLPH.  We  have  not  sold  any,  because  the  shortage  was  just 
as  severe  in  the  territory  that  I  am  talking  about  as  it  was  here.  If 
you  will  let  me  read  one  or  two  of  these  telegrams  as  a  sample,  I  think 
thoy  will  elucidate  the  whole  situation. 

The  Chaibman.  In  a  moment.  I  want  to  pursue  this  line.  Ton 
will  get  a  chance  at  that  You  are  entitled  to  it  Did  you  send  an; 
raws  to  any  other  place  ? 

Mr.  BoLPH.  Any  raws  to  any  other  placet 

The  Chaibman.  Yes. 

Mr.  BoLPH.  No,  sir. 

The  Chaibman.  Did  you  make  any  effort  to  get  transportatioD 
for  any  of  these  raw  sugars  you  had  on  hand  to  any  other  place! 

Mr.  BoLPH.  Yes;  not  transportation.  I  tried  to  get  some  sugar 
shipped  on  here. 

The  Chaibman.  Baw  sugar? 

Mr.  BoLPH.  Baw  sugar. 

The  Chairman.  When  did  you  make  that  effort! 

Mr.  BoLPH.  About  the  middle  of  October. 

The  Chaibman.  Was  it  railroad  transportation  you  were  seeking, 
or  boat! 

Mr.  BoLPH.  I  was  not  seeking  the  transportation  at  all,  but  I  knev 
the  transportation  situation  was  almost  impossible.  Tliere  are  suprs 
that  left  San  Francisco  on  the  8th  of  September  that  are  not  Here 
yet — raw  sugars. 

The  Chairman.  What  I  asked  you  was  whether  you  tried  to  get 
transportation  so  that  you  could  ship  your  sugar  to  the  East! 

Mr.  BoLPH.  There  was  so  much  raw  sugar  offered  East  that  could 
not  be  handled  that  it  was  useless. 

Senator  Lodge.  In  the  East! 

Mr.  BoLPH.  To  come  East ;  yes. 

The  Chairman.  Please  answer  my  questions.  Did  you  make  any 
effort  to  get  any  transportation  for  your  raw  sugars  to  send  them  on 
to  the  East! 

Mr.  BoLPH.  No,  sir. 

The  Chairman.  And  you  made  no  effort  to  send  any  of  your 
sugars  on  to  the  Atlantic  coast  or  to  that  territory! 

Sir.  BoLPH.  I  did. 

The  Chairman.  AVhat  effort  did  you  make  there ! 

Mr.  BoLPH.  I  telegraphed  to  our  people  asking  them  if  they  could 
not  send  it  on. 

The  Chaibman.  You  telegraphed  from  here! 

Mr.  BoLPH.  Yes,  sir. 
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The  Chairiuh.  When  did  you  telegraph! 

Mr.  RoLPH.  About  the  middle  of  October. 

The  Chairman.  Have  you  that  telegram  with  you! 

Mr.  RoLPH.  I  hare  n  copy  of  it 

The  Chairman.  Just  read  that  telegram. 

Mr.  RoLFH.  That  telegram  is  os  follows: 

Exnmrr  No.  64),  Rolph  No.  1. 

San  FBAQCifiCo,  Cal.,  Dec.  18,  1911. 
lEoias  M.  Rolph, 

Care  O.  li.  Poote,  Poatal  Tel.  Co.,  WatMngton,  D.  C: 

AuKiist  28  you  wired  us  as  follows :  "After  October  IS  reflued  sugar  will  pro 
biy  be  7J!5;  will  plnnler  relense  us  from  toklng  10,000  tons,  tbey  shipping 
inst;  If  not,  wlint  do  you  tLink  our  stiipplng  raws  New  York,  provided  I  a. 
i\\  tliem,  with  Idea  cloBtng  refinery  about  October  15 ;  keep  whot  berry  we  mal 
nd  withdraw  from  market,  when  nil  gone  allowing  beet  to  supply  trade  tl 
i\v  emp  In  Jauunrj?  This  will  allow  ample  time  move  machinery  packli 
Duse  nud  save  large  loss.  Wire  complete  statement  raws  and  refined  on  hat 
nU  raws  yet  to  come  and  amount  sold  but  not  delivered.  Push  refinery  utmo 
ipaclty.  Consult  Wallace  Alexander."  To  this  we  replied:  "Referring  yoi 
'legram  August  28.  executive  committee  unaulraous  in  opinion  not  wise  to  r 
iiest  factors  release  refinery  from  taking  10.000  tons  additional;  neither  doi 
>mmittee  favor  shipping  raws  East  ond  withdrawing  from  market,  ns  thi 
«1  that  refinery's  regular  customers  should  be  taken  care  of  and  that  thei 
ill  be  grave  danger  heavy  loss  will  be  Incurred  on  occount  of  changing  ra 
larket :  executive  committee  prefers  refine  here,  taking  chances  on  marke 
-ansportDtlou  difficulties  virtually  insuperable  present  time." 

CALiroaniA  &  Hawadan  Suoab  Refihiko  Co. 

The  Chairman.  Let  me  see  if  I  understand  that.  Have  you  tl 
jlpgram  that  you  wired  to  them? 

Sir,  Rolph.  No,  sir. 

Senator  ICenyon.  Both  of  the  telegrams  are  upon  this  one  she« 
rom  which  you  read. 

The  Chairman,  Did  they  repeat  back  your  telegromt 

Mr.  EoLPH.  I  do  not  keep  copies  of  the  telegrams.  I  usually  writ 
lem  between  1  and  2  o'clock  in  the  morning. 

The  Chaiuman,  This  telegram  which  you  have  handed  me  is 
■Icgram  from  the  California  &  Hawaiian  Sugar  Refining  Co.  at 
ressed  to  you. 

Mr.  Rolph,  Yes. 

The  Chairman.  And  I  am  asking  for  your  telegram  to  them. 

Mr,  BoLPH,  It  is  right  there  in  the  beginning  of  that  telegram. 

The  Chairman.  Repeated  in  this  message? 

Mr.  Rolph.  Yes. 

The  Chairman.  Is  it  repeated  in  full? 

Mr.  Rolph.  That  is  correct. 

The  Chairman.  And  the  California  &  Hawaiian  Sugar  Refinin 
"o.  states  that  the  executive  committee  have  turned  down  your  n 
uest?    That  is  the  amount  of  it? 

Mr.  Rou>h.  Yes, 

(The  telegram  referred  to  was  marked  "Rolph  1,  Exhibit  Ni 
H.") 

The  Chairman.  This  document,  the  telegram,  "  Rolph  1,"  whic 
ou  have  handed  me,  and  which  I  think  I  have  now  in  correi 
liape  in  my  mind,  is  dated  December  18, 1917 ;  so  that  the  day  bef  oi 
esterday  you  wired  the  California  &  Hawaiian  Sugar  Refining  Co.  fc 
lio  telegram  which  you  sent  them  and  for  a  copy  of  their  reply,  an 


882  SHOBTAGF.  OF   SUQAB. 

this  teleCTam,  "Rolph  1,"  that  we  are  putting  in  evidence  here, 
and  whicn  you  have  read,  is  their  telegram  to  your  last  message! 

Mr.  Rolph.  That  is  correct. 

The  Chairman.  I  want  to  know  now  the  date  of  the  telegram 
which  your  people  sent  you  in  reply  to  your  message  of  August  28. 
When  did  you  get  the  answer?    I  do  not  think  the  date  is  given  here. 

Mr.  Rolph.  It  must  have  been  within  a  day  or  two. 

The  Chairman.  The  executive  committee  which  refused  your  re 
quest  was  the  executive  committee  of  your  own  company? 

Mr.  Rolph.  Yes. 

The  Chairman.  I  notice  that  in  this  telegram  of  August  28  which 
you  sent  to  them  you  asked  them  what  they  thought  of  releasing 
10,000  tons  and  shipping  the  raws  to  New  York.  Did  you  believe 
that  those  10,000  tons  were  neccvssary  or  desirable  when  you  madt 
that  request? 

Mr.  Rolph.  Yes;  I  thought  so. 

The  Chairman.  Did  you  think  that  it  was  a  thing  that  your  cmv. 
pany  ought  to  do — ^this  thing  that  you  recommended! 

Mr.  Rolph.  I  thought  it  was  a  business  thing  to  do. 

The  Chairman.  Did  you  think  it  was  also  a  good  thing  for  th? 
country  ? 

Mr.  Rolph.  Yes ;  I  thought  there  was  going  to  be  a  shortage  of 
sugar  here. 

The  Chairman.  And  you  thought  it  would  be  a  good  busings 
thing  for  them  to  do? 

Mr.  Rolph.  Yes. 

The  Chairman.  And  they  did  not  do  it? 

Mr.  Rolph.  No. 

The  Chairman.  And  that  ended  the  effort  to  get  sugar  through? 

Mr.  Rolph.  No  ;  they  held  it  there  and  shipped  it  into  the  territorr 
of  their  regular  customers.  They  preferred  to  protect  their  regular 
customers  rather  than  to  ship  it  here. 

The  Chairman.  They  protected  them  pretty  well  out  there,  did  they 
not,  at  least  in  Missouri? 

Mr.  Rolph.  No;  if  you  will  read  these  famine  stories,  of  which  1 
have  about  80  here,  you  will  realize 

Senator  Kenyon.  But  they  are  not  all  from  Missouri  ? 

Mr.  Rolph.  No. 

The  Chairman.  You  know  I  live  there,  and  I  know  how  thev  are 
getting  along. 

Mr.  Rolph.  This  was  the  only  sugar  that  saved  the  situation  in 
those  States. 

Senator  Jones.  What  States  were  they? 

The  Chairbian.  I  do  not  believe  that  we  will  want  to  put  into  the 
record  the  telegrams  that  you  received,  though  we  mignt  have  Mr. 
Rolph  read  one  of  them,  which  he  will  say  is  a  fair  sample,  and  then 
he  may  file  the  rest  of  them,  and  we  will  digest  them  in  some  way 

here. 
Mr.  Rolph  (reading) : 

Beyond  question  of  doubt,  had  It  not  been  for  the  service  of  the  C.  &  H.  O.— 

The  Chairman.  Oh,  we  do  not  want  that  kind  of  a  telegram.  Thai 
is  the  opinion  of  an  unsworn  witness.  I  thought  you  had  some  tele* 
grams  here  calling  upon  you  for  sugar. 
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Senator  Lchmb.  This  would  demonstrate  that  there  was  a 

Mr.  RoifH.  These  are  telegrams  from  wholesale  houses  th 

Dse  States. 

The  CHAntHAH.  What  is  the  date  of  thatl 

Mr.  BoLPH.  December  18. 

Ihe  CuAHtMAN.  You  wired  out  there  to  get  some  telegrai 

Mr.  RoLPH.  Yea;  I  wired  to  our  representative  in  Kansas 

led  him  what  the  situation  was  there,  because  I  knew  wl: 

d  I  wanted  it  confirmed  by  themselves. 

Ihe  Chaizuan.  Will  you  give  us  the  copies  of  those  teleg 

u  sent? 

Mr.  RoLFH.  Yes. 

Senator  Ksnton.  This  occurred  since  this  hearing  begai 

Mr.  RoiiPH.  Yes. 

Senator  Jones.  Do  your  tele§^ams  state  what  the  conditii 

it  territory  during  OctobeF  and  November? 

Mr,  KoLPH.  They  do. 

Senator  Lodge.  Was  not  this  territory  covered  by  thos 

it  not  largely  a  heet-sugar  territory? 

Vlr,  RoLPH.  There  was  no  beet  sugar  available  nt  that  tim 

Senator  Lodge.  None  available  as  early  as  October  15? 

Mr.  RoLFH.  No. 

riie  Chaibman.  None  from  California? 

Mr.  RoLPH.  There  were  some  from  California,  but  n 

3i!gh.    The  first  of  the  California  beet  sugars  were  taki 

ivcrnment.    There  were  veiy  large  amounts  of  sugar  ship 

lifomia  to  the  Army  and  Navy.    There  were  one  or  two  I 

jught  at  that  time  for  the  Navy  at  the  Brooklyn  Navy  Y 

ivy  consignments  of  it,  which  took  a  large  part  of  the  : 

■nia  beet 

rhe  Chaikhan.  If  I  understand  you,  this  large  bundl 

ims  that  you  have  produced  here  are  in  answer  to  a  telej 

J  sent  out  asking  certain  questions,  and  you  sent  your 

0  or  three  days  ago. 

Mr.  RoLPH.  1  did. 

rhe  CiiATRMAN.  I  do  not  think  that  sort  of  evidence  is 

e  might  want  to  examine  those  witnesses  if  fchey  were  h 

rdly  think  we  want  to  go  into  that. 

Senator  Jokks.  State  what  the  situation  was  in  those  St 

'  supply  of  sugar? 

Mr,  RoLPH.  The  situation  in  those  States  at  that  time 

;y  were  practically  bare  of  sugar. 

Senator  Jones.  Wliat  States? 

Mr,  RoLPH.  All  the  Middle  West — Missouri,  Kansas, 

wa.  Indiana,  Illinois,  Minnesota.    Practically  all  of  thi 

re  bare  of  sugar,  and  that  was  the  only  sugar  available  at 

that  sugar  had  not  gone  there  and  been  sold  there  and  d 

the  trade  there,  the  situation  would  have  been  worse  tl 

m  on  the  Atlantic  coast. 

Senator  Jones.  And  these  telegrams  merely  corroborate  ( 

mt  which  you  have  jnst  made? 

Mr.  RoLPH.  That  is  correct.     Furthermore,  it  would  I 

possible  to  ship  any  sugar  from  San  Francisco  subsequ( 

ncr  1.     .\r  T  have  }ust  stated,  there  are  probably  240  cars 
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now  on  their  wav,  that  left  San  Francisco  on  dates  ran^ng  between 
September  8  and  October  1,  and  tliat  are  tied  up  in  a  jam  between 
here  and  Chicago.  I  would  like  to  read  this  telegram  from  Edward 
Chambers,  whom  I  asked  to  make  a  statement  in  regard  to  the 
situation. 

The  Chairhak.  Before  you  do  that,  you  say  that  it  would  hxn 
been  impossible  to  get  these  sugars  East  after  what  date! 

Mr.  BoLPH.  After  October  1. 

The  Chairman.  How  about  it,  if  you  had  commenced  to  moTe 
them  east  in  August  at  the  time  that  you  wired  your  people  to  send 
them  here,  and  when  you  thought  it  was  proper  to  have  them  hen 
in  the  East? 

Mr.  BoLPH.  I  do  not  think  they  ever  would  have  arrived. 

Senator  Lodge.  How  did  the  National  and  the  Pennsylvania  keep 
going  on  Hawaiian  sugar  if  it  was  impossible  to  get  it  throusb! 

Mr.  BoLPH.  It  is  these  sugars  that  are  now  referred  to,  between 
here  and  Chicago. 

Senator  Lodge.  The  National  and  the  Pennsylvania  have  not  closed 
down. 

Mr.  BoLPH.  They  have  been  running  on  limited  capacity. 

Senator  Lodge.  They  get  some  crude ! 

Mr.  BoLPH.  Yes;  some  arriving  every  day. 

The  Chairman.  You  thought  when  you  wired  in  August  that  the 
sugars  would  get  through,  did  you  not? 

Mr.  BoLPH.  Yes;  I  did. 

The  Chairman.  On  August  28  ? 

Mr.  BoLPH.  Yes. 

The  Chairman.  You  were  pretty  familiar  with  the  transportation 
situation  at  that  time? 

Mr.  BoLPH.  Yes. 

The  Chairman.  And  you  thought  then  that  it  would  get  through  f 

Mr.  BoLPH.  I  knew  they  would  be  deliayed,  but  I  tnought  tiey 
would  get  through:  yes. 

The  Chairman.  They  would  not  get  through  on  express  time,  but 
they  would  get  through?  Wlien  did  you  become  connected  in  any 
way  with  the  Food  Administration? 

Mr.  BoLPH.  Mr.  H«over  telegraphed  for  me  about  the  latter  part 
of  June.    I  arrived  here  about  the  end  of  June. 

The  Chairman.  Was  that  before  or  after  the  food-control  bill  had 
been  passed? 

Mr.  BoLPH.  That  was  before. 

The  Chairman.  Do  you  know  who  reconmiended  you  to  Mr. 
Hoover? 

Mr.  Bolph.  I  do  not. 

The  Chairman.  When  you  came  here  what  functions  did  you  enter 
upon,  what  duties? 

Mr.  Bolph.  I  first  met  Mr.  Hoover  and  refused  to  accept  the 
assignment.  I  waited  here  for  probably  a  week  and  suggested  several 
other  names  to  Mr.  Hoover.  I  told  him  that  it  was  impossible  for  me 
to  accept  this  position  that  he  wanted  me  to  take  because  I  was  prac- 
tically the  engineer  of  the  new  construction  work  at  our  plant,  where 
we  are  expending  $3,000,000  in  a  new  refinery,  or  in  rebuilding 
around  the  present  refinery,  and  that  as  I  conceived  the  idea  it  was 
essential  that  I  should  be  out  there.    He  refused  to  accept  my  refusal. 
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d  he  finally  said :  "  Mr.  Rolph,  if  you  will  say  to  me  that 

rsoDal  interests  and  the  interests  of  your  company  are  parai 

your  duties  as  an  American  citizen,  I  will  release  you."    I 

t  say  that,  and  fio  he  finally  forced  me  to  take  this  position. 

The  Chairmam.  At  that  time  the  food-control  bill  had  not 

ssedl 

Mr,  BoLTH.  No. 

The  CuAiRMAN.  He  was  not  an  officer  of  the  Oovenunent? 

Mr.  RoLPn.  No. 

Ihe  Chairman.  And  when  you  accepted  this  position  what 

u  to  dot 

Mr.  KoLPH.  I  was  to  try  to  regulate  and  have  charge  of  the 

'ision  of  the  food  control. 

Fhe  Chaibman.  And  what  were  you  going  to  doi    What  wi 

derstanding  about  what  you  were  g^ing  to  dof 

Mr,  Rolph.  Thot  wos  the  problem.     The  problem  was  to  1 

itrol  the  sugar  situation,  to  eliminate  speculation  in  sugar,  to  : 

'  the  consumer  a  fair  and  equitable  price,  and  at  the  same  t 

r  price  for  the  producer  that  would  stimulate  production. 

rhe  CnAiBHAN.  Were  you  going  to  reduce  the  price  so  thi 

}ple  would  get  cheaper  sugar — the  consumer  would  get'ch 

jar — or  were  you  going  to  boost  the  price  so  he  would  pay 

!iat  was  your  objective!    That  is  what  I  want  to  get  at. 

ilr.  RoLPH.  My  objective  was  to  ascertain,  first,  what  th) 

ce  for  sugar  was  in  the  conditions  prevailing  and  then  i 

nblish  it  on  that  basis. 

Hie  Chairman.  You  did  not  start  in  with  the  idea  that  you 

ng  to  reduce  the  prices  or  with  the  idea  that  you  wore  goi 

t  mem  up.     You  were  going  to  find  out  what  was  fair  and  fi: 

ce? 

^{r.  RoiJ>H.  Yes.    I  had  an  idea  that  there  would  be  a  considi 

diction  in  the  price  at  that  time. 

rhe  Chairman.  How  low  did  you  expect  the  price  to  got 

Ur.  BoLPH.  I  had  an  idea  that  the  Cuban  sugars  ought  to  b< 

ised  at  about  4^. 

rhe  Chairuan.  The  new  Cubast 

Hr,  RoLPH.  Yes.    In  fact,  even  less  than  that. 

rhe  Chaibhan.  But  as  to  the  old  crop,  how  was  itl    Let  i 

this.    I  think  we  will  get  at  it  all  right,  for  you  seem  to  wi 

so  frank  about  these  matters.     The  sugar  crop  in  Cuba  had  f 

ng  to  the  bottom  of  the  barrel,  so  to  speak. 

Hr.  Roi-ph.  Yes. 

rhe  Chairman.  And  at  that  time  always,  or  nearly  alwa 

ent  years,  there  has  been  an  advance  in  iJie  market,  and  tha 

urred  this  year.     That  is  the  situation? 

Hr.  RoLFH.  Yes. 

rhe  Chairman.  Now,  when  you  speak  about  a  reduction  i 

ce  of  sugar,  do  you  refer  to  a  reduction  below  that  high 

it  was  fixed  on  the  fag  end,  or  do  you  mean  a  general  reducti 

^Ir.  Rolph.  I  recommended  to  Mr.  Hoover  that  nothing  be 

!h  the  sugar  situation  until  the  fall  of  the  year. 

rhe  Chairman.  Then  when  you  say  you  thought  there  couk 

luctioo  in  the  price  of  sugar,  you  mean  a  reduction  over  th( 

il  prices  that  had  prevailed  pnor  to  that  time! 
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Mr.  RoLPH.  No;  I  knew  that  the  prices  wonld  be  considerablj 
higher  than  normal  prewar  prices,  on  account  of  the  increasing  cost 
of  production. 

The  Chaibkan.  I  do  not  mean  prewar  prices.  Do  not  let  yon 
and  I  get  into  cross  purposes,  because  I  do  not  believe  we  need*  to. 
You  spoke  a  little  bit  ago  about  having  an  idea  that  you  could  re- 
duce the  price  of  «ugar.  Of  course  the  price  of  sugar  when  you  ^ot 
near  the  end  of  the  old  Cuban  crop  had  always  run  up  high.  Was 
it  that  price  that  you  expected  to  reduce,  or  the  general  levd  of  the 
suffar  prices  that  you  expected  to  work  a  reduction  in  ? 

Mr.  KOLPH.  I  expected  to  ascertain  what  a  fair  price  for  sugar  was 
and  then  make  a  calculation. 

The  Chairman.  No;  that  is  not  an  answer  to  my  question.  You 
said  that  you  expected  to  work  a  reduction  in  the  su^r  price.  Was 
it  a  reduction  irom  the  general  level  of  sugar  prices,  or  was  it 
simply  a  reduction  from  the  high  point  that  sugar  prices  might  hare 
reached  at  the  end  of  the  sugar  crop? 

Mr.  RoLPH.  It  was  a  general  reduction. 

Senator  Lodge.  Your  purpose  was  to  lower  the  price  of  sugar  to 
the  consumer  and  at  the  same  time  stimulate  the  production? 

Mr.  ROLPH.  Yes. 

Senator  Lodoe.  That  is  a  very  interesting  experiment 

The  Chairman.  Of  course,  the  sugar  question  that  you  had  is 
mind  now  embraced  not  only  the  cane  sugars  but  the  beet  sugarsi 

Mr.  KoLPH.  Yes. 

The  Chairman.  We  will  take  it  up  now  from  the  standpoint  of 
the  stimulation  of  production.  There  was  no  difficulty  about  refining 
capacity.  At  this  time  there  were  plentv  of  refineries  in  which  to 
renne  all  of  the  sugars  the  country  needed. 

Mr.  RoLPH.  Yes. 

The  Chairman.  And  there  were  plenty  of  beet  sugar  factories  to 
take  care  of  the  beet  crop  ? 

Mr.  RoLPH.  Yes. 

The  Chairman.  So  that  the  point  now  where  you  were  stimulating 
production  must  have  been  the  beet  farmer  and  the  cane  grower 
That  is  correct,  is  it  not? 

Mr.  RoLPH.  Yes. 

The  Chairman.  Did  you  at  any  time  stipulate  a  price  which  should 
be  paid  to  the  beet  farmer  for  his  beets? 

Mr.  RoLPH.  I  did  not. 

The  Chairman.  Did  you  regulate  that  price? 

Mr.  RoLPH.  The  beet  price?' 

The  Chairman.  Yes. 

Mr.  RoLPH.  No. 

The  Chairman.  Of  course  you  could  not  increase  the  beet  acreage 
for  the  present  year  because  you  did  not  come  in  until  the  beets  were 
planted.  Did  vou  take  any  steps  to  secure  larger  prices  or  returns  to 
the  farmer  on  nis  beets  for  the  crop  to  be  planted  next  year? 

Mr.  RoLPH.  I  had  many  conversations  with  the  beet  producers— 
that  is,  the  factory  people — ^upon  that  subject 

The  Chairman.  So  that  we  will  not  get  confused  in  terms,  yon 
mean  the  beet  manufacturers? 

Mr.  RoLPH.  Yes. 
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Mr.  BoLFH.  Yes,  sir. 

The  Chairman.  You  were  one  of  the  men  who  participated  in  fix- 
ing the  price  for  this  year's  beet  sugar  crop  ? 

Mr.  BoiiPH.  Yes,  sir. 

The  Chairman.  Who  participated  in  that  besides  yourself,  as  rep- 
resenting the  Government? 

Mr.  EoLPH.  Mr.  Hoover. 

The  Chairman.  Anybody  else? 

Mr.  RoLPH.  No;  I  think  not.  Mr.  McGinnis,  of  the  sugar  divi- 
sion, also. 

The  Chairman:  That  is,  of  the  sugar  division  of  the  food  admin- 
istration ?  ' 

Mr.  BoLPH.  Of  the  food  administration. 

The  Chairman.  When  was  it  that  this  price  of  $7.25  was  agreed  tot 

Mr.  BoLPH.  Some  time  in  August,  and  confirmed  later  at  a  gen 
eral  meeting  on  September  19. 

The  Chairman.  Who  fixed  it  in  August? 

Mr.  Bolph.  a  committee. 

The  Chairman.  Of  whom  ? 

Mr.  Bolph.  A  committee  of  beet  men. 

The  Chairman.  That  is,  beet  manufacturers  ? 

Mr.  Bolph.  Yes. 

Senator  Lodge.  Beet-sugar  men? 

The  Chairman.  Beet-sugar  men.  The  manufacturers  and  not  the 
producers? 

Mr.  Bolph.  The  manufacturers  of  the  beet  sugar — ^the  beet-sugar 
companies. 

The  Chairman.  You  say  in  August;  what  time  in  August? 

Mr.  Bolph.  We  had  some  discussions  in  the  latter  part  of  August 
or  the  early  part  of  September.    I  would  have  to  look  tnat  up. 

The  Chairman.  Were  these  beet-sugar  manufacturers  here  at  this 
time,  a  considerable  number  of  them?  « 

Mr.  Bolph.  They  came  to  Washington  at  my  request. 

The  Chairman.  Who  came,  now?  Give  us  the  names  as  rapidly 
as  ♦you  can. 

Mr.  Bolph.  Col.  Edgar  of  Detroit,  Bishop  Nibley  of  Utah,  ilr. 
Petkerton  of  Chicago,  Mr.  Oxnard  and  Mr.  Truman  G.  Palmer. 
and  on  the  week  ending  September  19  all  of  the  beet  manufacturers 
in  the  United  States  were  here  in  Washington  and  participated  in  a 
conference. 

The  Chairman.  A  conference  between  themselves  and  yourself 
and  Mr.  Hoover? 

Mr.  Bolph.  Yes,  sir. 

The  Chairman.  And  you  all  agreed,  on  September  19,  on  $7.25  as 
the  price  for  sugar  for  the  present  year's  beet  crop  ? 

Mr.  Bolph.  It  was  subject  .to  negotiation.  It  was  a  voluntary 
agreement  that  was  to  be  entered  into,  and  a  maximum  price  of  $7.25. 
I  had  endeavored  to  make  the  price  7  cents,  but  I  found  so  much 
opposition  on  the  part  of  the  beet  people  that  it  was  finally  accepted 
by  Mr.  Hoover  at  $7.25. 

The  Chairman.  That  was  purely  voluntary  ?  There  was  not  any 
kind  of  pressure  brought  on  a  single  man? 

Mr.  Bolph.  Well,  I  consider  it  a  voluntary  agreement. 
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The  Chaibman.  Do  you  not  know  that  these  jnen  were  brought  i 
!iere  and  told  that  they  practically  had  to  make  this  ngreement;  c 
pou  not  know  thntt    Now,  come,  Mr.  Rolph,  let  us  be  frank. 

Mr.  RoLPB.  \o;  if  they  did  not  want  to  come  into  that  ngreemei 
ihey  did  not  have  to. 

The  Chairman.  What  would  happen  to  them  if  they  did  noi 
rhev  would  not  get  any  licenBse,  would  theyi 

yir.  BoLPH.  No;  there  were  some  of  them  that  did  not  go  into 
ind  their  licenses  were  not  taken  away. 

The  Chairman.  They  have  not  been  taken  away  yet? 

Mr.  RoLPH.  And  they  will  not  be,  so  far  as  I  know. 

The  Chairman.  How  many  did  not  come  inl 

Nfr.  RoLFH.  At  least  three. 

The  Chairman.  Where  are  they! 

Mr,  RoLPH.  In  Wisconsin. 

The  Chairman,  Where  else? 

Mr,  RoLFH.  I  think  that  is  all. 

The  Chairman.  Three  in  Wisconsin! 

Mr.  Rolfh.  Yes. 

The  Chairman.  Who  are  those! 

Mr.  Rolfh.  The  Chippewa,  the  United  States,  and  the  Wisconsi 
leet  Sugar  Cos. 

The  Chairmak.  Those  are  the  three  componiest 

Mr.  Rolfh.  Yea. 

The  Chairman.  Now,  the  beet-sugar  manufacturers  were  her 
'hey  are  the  people  who  buy  the  beete  from  the  producers  and  tui 
lem  into  sugar,  are  they  not? 

Mr.  Rolfh.  Yes. 

The  Chairman.  Were  the  beet  producers  here  at  these  confe 
ices! 

Mr.  RoLPH.  No,  sir, 

The  Chairman.  $7.25  was  a  better  price  than  beet  sugar  brougl 
■st  Tear,  was  it  not! 

Mr.  Rolph.  Pardon  me;  there  was  a  representative  of  the  Mich 
an  farmers  at  the  conference  in  September,  I  think. 

The  Chairman.  Did  he  succeed  in  getting  any  provision  in  th: 
jntract  that  the  beets  were  to  be  paid  for  at  any  particular  price 

Mr.  Bolfh.  No;  he  told  me  that  he  was  at  the  Inst  hearing,  an 
fter  having  heard  what  I  had  to  say  on  the  subject  and  what  M 
[oover  had  to  say  on  the  subject,  he  was  perfectly  satisfied  and  w« 

sing  back 

The  Chairman.  But  answer  my  question.     He  did  not  get  an 
ipulation  in  the  contract  and  you  did  not  put  any  in,  that  tb 
sets  were  to  be  paid  for  at  any  particular  price ! 
Mr.  Rolfh.  There  is  no  particular  provision  in  the  food-contn 
iU  for  fixing  the  prices  of  farm  products. 

The  Chairman.  There  is  no  provision  in  the  food-control  bi 
)r  fixing  the  price  of  anything,  is  there! 
Mr.  Rolfh.  Yes;  there  is. 
The  Chairman.  What! 
Mr.  Rolph.  Wheat. 

The  Chairman.  Oh,  no.  Congress  fixed  the  minimum  for  nei 
>ar'8  wheat  and  made  a  minium  of  $2. 
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Mr.  KoLPH.  It  gave  the  Gtoyemment  the  risht  to  fix  the  price. 

The  Chaibmak.  It  did.  not  give  it  the  right  to  fix  the  price.  It 
gave  it  the  right  to  buy  and  seU. 

^  Senator  Lodge.  On  the  matter  of  the  beet,  do  you  know  Mr.  Wool- 
bine? 

Mr.  BoLPH.  I  have  met  him  here ;  yes,  sir. 

Senator  Lodge.  He  was  here  day  before  yesterday  I 

Mr.  RoLPH.  Yes,  sir. 

Senator  Lodge.  He  said  they  were  then  considering  whether  there 
would  be  any  price  fixed  for  beets  by  Mr.  Hoover. 

Mr.  SoLPH.  Air.  Hoover  will  take  that  question  up,  and  at  the 
request  of  the  beet  fanners  of  several  different  sections  of  the  coun- 
trv  will,  as  I  understand  it,  create  a  commission  to  investigate  the 
whole  matter  and  hear  both  sides  of  this  controversy,  and  see — 

Senator  Lodge.  They  have  not  fixed  it  finally — the  price? 

Mr.  BoLPH.  The  prices  have  been  raised,  and  the  beet  manufac- 
turers have  offered  contracts  to  the  farmers  at  a  certain  price. 

Senator  Lodge.  The  farmers  were  satisfied  with  those  prices  and 
did  not  reject  them,  did  they? 

Mr.  EoLPH.  I  understand  a  large  part  of  them  have  accepted  them 
and  are  satisfied  with  them,  but  some  are  not  satisfied. 

Senator  Vardaman.  Was  there  any  agreement  about  raising  the 
price  of  beets  for  this  crop?  When  you  gave  the  prices  of  this 
crop  of  beets — ^you  came  in  before  they  commenced  the  manufacture 
of  beets  into  sugar  ? 

Mr.  RoLPH.  This  crop  is  practically  finished.  It  all  refers  to 
next  year. 

Senator  Vardaman.  I  know ;  but  they  have  raised  the  price  of 
beets  since  you  came  into  the  office? 

Mr.  RoLPH.  They  are  raising  the  price  of  beets — they  have  raised 
the  price  of  beets — for  the  next  year's  crop. 

Senator  Vardaman.  Not  this  year's  crop  ? 

Mr.  RoLPH.  This  year's  crop  was  all  planted  last  spring. 

Senator  Vardaman.  I  understand ;  but  it  says  ^  manuractured." 

Mr.  RoLPH.  I  know ;  but  the  contracts  have  been  made  a  year  ago 
for  this  year's  crop. 

Senator  Jones.  They  contract  for  the  beets  before  they  are 
planted. 

Mr.  RoLPH.  They  contract  for  the  beets  at  least  six  months  in 
advance,  so  that  these  contracts  that  they  are  talking  about  now  are 
for  the  next  crop  of  beets. 

Senator  Vardaman.  I  understasd  that;  but  is  not  the  price  of 
beet  sugar  now  higher  than  it  was  when  the  contract  was  made  with 
these  people  for  the  beets  last  year?  Have  you  not  raised  the  price 
of  beet  sugar  for  this  year? 

Mr.  RoLPH.  Yes. 

Senator  Vardaman.  And  no  proportionate  raise  has  been  made 
for  the  beets  of  which  the  sugar  is  made,  for  this  year,  has  there? 
^  Mr.  RoLPH.  I  think  the  price  of  beets  has  been  raised  propor- 
tionately. 

Senator  Lodge.  For  next  year? 

The  Chairman.  This  year. 
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Senator  Vahdaman.  For  this  year.  They  have  raised  the  price 
f  beet  sn^r  for  this  year.  Xow,  I  wnnt  to  know  whether  there  ia 
proportionate  raise  that  has  been  made  for  the  price  of  beets  of 
rbich  this  crop  of  sugar  is  made. 

Mr.  BoLPH.  Many  of  the  contracts  for  beets  are  based  on  the  price 
f  sugar.  Consequently,  with  an  increase  in  the  price  of  suear  or 
decrease  in  the  price  of  sugar  the  price  of  beets  goes  up  or  down; 
Qt  not  down  below  the  base  price. 

Senator  Vardabian.  Then  there  will  be  an  increase  in  the  price 
f  beets  in  proportion  to  the  increase  in  the  price  of  eugart 
Mr.  BoLPH.  Yes. 
Senator  Vahdaman.  This  year? 
Mr.  RoLPH.  Tes. 

The  Chairman.  Do  you  mean  to  say  that  these  beet  contracts  all 
rovide  that  the  price  of  beets  shall  be  regulated  by  the  price  of 
lear? 

Mr.  EoLPH.  No,  sir;  I  do  not. 
The  Chairman.  Very  well. 
Mr.  RoLPii.  I  say  tliat  a  number  of  them  will. 
The  Chairman.  A  number  of  them. 
Mr.  HoLPH,  Yes. 

The  Chairman,  Now,  the  beet  contracts  under  which  the  present 
«t  crop  is  being  delivered  and  has  been  delivered, were  made  prob- 
)ly  a  year  ago! 
Mr.  BoLPH.  Yes. 

The  Chairman.  Or  nearly  a  year  ago. 
Mr.  RoLPH.  That  ia  right. 

The  Chaiuman.  If  any  of  those  contracts  provided  for  an  in- 
ensed  price  on  beets  if  the  price  of  sugar  went  up,  then  those  people 
)lding  those  contracts  got  the  benent  of  it;  but  if  the  contracts 
iled  to  contain  such  provision,  then  the  producer  did  not  get  the 
nefit;  that  is  right! 
Mr-  EoLPH.  That  is  right. 

The  Chairman.  And  you  do  not  now  know  the  proportion  of  these 
ntracts  which  contain  a  clause  making  the  one  price  dependent 
)on  the  other,  as  to  the  whole  of  the  contract! 
Mr.  RoLPH.  No ;  I  do  not. 

The  Chairman.  And  when  you  fixed  these  prices  you  did  not  un- 
:rtake  to  ascertain! 
Mr.  RoLPii.,  The  price  of  beetst 
The  Chairman.  Yes. 

Mr.  BoLFH.  ttoj  I  did  not;  not  until  afterwards.    The  whole  ques- 
in  was  up  for  discussion  at  that  time. 
The  Chairhan.  Yes,  of  course. 

Mr.  RoLPH.  Naturally  the  question  of  beets  and  the  cost  of  beets 
id  prices  that  they  were  to  pay  for  them  was  discussed^  and  it  was 
iderstood  that  there  would  be  a  substantial  increase  m  the  price 
beet& 

The  Chairman.  Did  you  inquire  as  to  what  profits — ^have  you 
quired  as  to  what  profits — were  being  made  by  these  beet-sugar 
ctories.  When  you  came  to  fis  this  pnce  that  the  American  people 
ere  to  pay  for  sugar,  did  you  inquire  what  the  profits  were  tliKt 
■re  being  made  by  the  beet-sugar  men  f 
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Mr.  BoLPu.  Yes,  I  did.  I  took  the  statement  of  the  Federal  Trade 
Bureau. 

The  Chaikman.  The  Federal  Trade  Commission,  I  suppose  you 
mean?' 

Mr.  RoLPii.  Yes.  That  showed  the  cost  of  beet  sugar  at  that  time, 
and  I  got  the  best  information  I  could  from  the  beet  people  themselves 
in  regard  to  the  increasing  cost  of  production,  and  really  believe  that 
the  cost  of  production  this  year  is  something  over  5  cents,  average, 
factory  cost. 

The  Chairkan.  I  call  your  attention  now  to  a  statement  here  of 
the  American  Beet  Sugar  Co.,  as  follows.  This  is  headed  ^Bacbe 
Review  Supplement,  December  15, 1917." 

I  AMEUICAN    REET    6U0AK    CO. 

i     Capitalization : 

I  Preferred,  6  per  cent  noncuinulative.  par  $100 ..  $5. 000,  Olio 

(  Common,  par  $100 15,000,000 

Total . 20,000.000 

That  makes  a  total  of  $20,000,000. 

The  statement  further  shows  that  for  the  year  ending  March  31, 
1917,  the  net  earnings  amounted  to  $38  a  share  on  the  capital  stock 
after  the  preferred  dividends  had  been  paid,  and  after  charging  off 
for  depreciation  amounting  to  $30  a  share.  Did  you  examme  into 
;  such  questions  as  that? 
I  Mr.  KoLPH.  I  was  taking  averages. 

'  The  Chairman.  Yes. 

Mr.  RoLPii.  There  is  no  doubt  that  some  of  these  beet  companies 
were  making  very  large  amounts  of  money.    Others  are  not. 

The  Chaikman.  In  connection  with  this,  did  you  stop  to  examine 
and  ascertain  whether  the  $15,000,000  of  common  stock  was  not  en- 
tirelv  water? 

Mr.  RoLPH.  I  did  not  pay  any  attention  to  it. 

The  Chairman.  Did  you  stop  to  examine  whether  or  not  it  was  a 
fact  that  the  beet-sugar  companies,  speaking  by  and  large,  have  been 
making  enormous  profits  upon  their  real  investments?  Did  you  stop 
to  investigate  that  t 

Mr.  EoLPH.  I  knew  it. 

The  Chairman.  You  knew  that? 

Mr.  EoLPH.  Yes,  sir. 

The  Chairman.  Some  of  them  have  been  making  astonishing 
profits.have  they  not? 

Mr.  Kolph.  I  would  not  say  that.  I  know  some  of  them  have  been 
mnking  very  large  profits,  but  there  are  some  that  have  not. 

The  Chairman.  Well,  nearly  all  of  them  have  been,  have  they  not- 
all  except  a  few  lame  ducks  that  you  find  in  every  business? 

Mr.  EoLPH.  No;  the  average  cost  of  producing  beet  sugar,  accord 
ing  to  the  report,  was  3.74-3.78. 

Senator  Lodge.  I  thought  you  just  said  it  was  over  5. 

Mr.  EoLPH.  No ;  I  said  that  was  their  cost 

Senator  Lodge.  3.74  was  what  I  understood. 

Mr.  EoLPH.  3.74. 

Senator  Lodge.  But  you  said  just  now  that  the  cost  was  over  5. 

Mr.  RoLPH.  I  said  that  I  think  the  cost  this  year,  the  cost  now 

Senator  Lodge.  Oh,  the  cost  now  ? 
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Mr.  EoLPH.  Yes,  sir. 

The  Chairman.  The  cost  at  the  time  you  fixed  this  price — do  you 
Bay  that  was  5  cents  or  over  5  cents  ? 

Mr.  BoLPH.  I  say  that  from  the  best  information  that  I  had,  taking ; 
64  factories,  which  represented  96  per  cent  of  the  sugar,  the  average 
cost  was  3.74. 

The  Chairman.  When  you  fixed  the  wholesale  price  of  sugar  at 
7.25? 

Mr.  EoLPH.  That  was  the  prewar  period. 

The  Chairman.  What  was  the  prewar  period! 

Mr.  BoLPH.  This  3.74,  according  to  Sheridan's  report  here. 

Senator  Lodge.  No  later  than  1914  ? 

Mr.  BoLPH.  Well,  it  was  for  the  years  1913-14. 

The  Chaib3ian.  What  investigation  did  you  make  as  to  the  costs 
at  the  time  that  you  fixed  the  price? 

(At  this  point  a  gentleman  in  the  room  made  a  whispered  sugges- 
tion to  the  witness.) 

The  Chairman.  I  want  to  be  perfectly  kindly  about  this  matter, 
but  I  think  a  suggestion  to  a  witness  ought  to  be  made  so  that  we  can 
all  hear  it,  and  then  we  will  know  the  source  of  it. 

Mr.  EoLPii.  I  asked  each  of  the  pr(»ducers.  It  is  a  very  difficult 
thing  to  ascertain  costs  without  a  verj  long  investigation.  I  think 
it  took  Mr.  Sheridan  nearly  a  year  to  get  out  this  book;  and  inasmuch 
as  the  beet  price  was  a  temporary  arrangement  for  one  crop  only, 
and  was  put  into  effect  on  account  of  the  very  high  price  oi  sugar 
at  the  time,  I  might  say  that  in  July  I  left  here  and  went  out  to 
San  Francisco  and  came  back  in  August,  about  the  middle  of  Au- 
g[ust,  and  there  was  no  intention  at  the  beginning  of  the  sugar  divi- 
sion of  the  Food  Administration  of  touching  the  price  of  beet  sugar 
at  all.  The  object  in  going  into  the  beet  arrangement  was  on  account 
of  the  then  very  high  prices  that  were  prevailing,  and  the  object  was — 
I  realized  at  that  time  that  there  would  be  a  shortage  of  sugar  and 
that  hoarding  would  start  in,  and  that  it  was  necessry  to  do  some- 
thing to  check  the  tendency  of  the  increasing  price  of  Cuban  sugars 
and  the  increasing  hoarding  of  the  commodity,  and  I  thought  that 
the  best  way  to  check  that  was  to  make  this  voluntary  arrangement 
with  the  beet  people.  Under  normal  conditions  the  beet  price  always 
follows  the  Cuban  price. 

The  Chairman.  So^  because  the  Cuban  price  was  too  high,  you 
thought  you  would  raise  the  beet  price,  and  that  would  have  a  tend- 
ency to  lower  the  Cuban  price? 

JJr.  EoLPH.  There  was  no  beet  sugar  in  the  market,  to  speak  of, 
at  the  time.    California  was  in  a  little  bit,  but  the 

The  Chairman.  But  it  was  coming  in? 

Mr.  Eolph.  We  expected  it  to  come  in,  beginning  the  1st  of  Oc- 
tober. 

The  Chairman.  So  because  the  price  of  cane  sugar  in  Cuba  was 
too  high,  you  thought  you  would  reduce  that  by  fixing  the  price  of 
beet  siigar  high? 

Mr.  KoLPH.  Eefined  sugar  was  selling  in  New  York  at  that  time 
anywhere  from  8.50  or  8.G0  to  9.15.  There  was  a  very  small  amount 
of  "^sugar  left  in  Cuba.    It  was  continually  advancing,  and  I  thought 
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that  an  arrangement  with  the  beet  people  would  tend  to  stop  that 
terrific  advance  in  the  price  of  raw  sugar  and  would  also  stop  the 
hoarding. 

The  Chairman.  But  the  lower  you  fixed  that  price  of  beet  sugnr 
which  was  yet  to  come  upon  the  market,  only  a  little  being  there,  the 
more  it  would  tend  to  drive  down  the  high  prices  that  were  being 
paid,  and  the  more  it  would  tend  to  stop  people  speculating? 

Mr.  BoLPH.  I  think  it  did  that  very  effectually. 

The  Chairman.  You  say  you  fixed  it  high  to  do  the  very  thing 
that  it  would  seem  low  nrices  ought  to  have  produced  f 

Mr.  RoLPH.  No ;  I  dia  not  say  that  I  fixed  it  high.  I  said  I  fixed 
it  finally ;  Mr.  Hoover  accepted  a  price  of  7.25,  because  we  could  not 
do  any  better. 

The  Chairman.  I  understood  you  to  say  a  moment  ago,  and  I 
can  not  be  in  error  in  my  recollection,  that  you  fixed  it  at  this  high 
figure  in  order  to  stop  the  mounting  price  of  sugar  and  the  hoard- 
ing. We  will  pass  from  that.  Now,  us  it  or  is  it  not  a  fact  that  when 
you  fixed  this  price,  which  you  say  was  to  be  purely  temporary,  an 
agreement  was  made  between  the  planters? 

Mr.  EoLPH.  There  was  a  voluntary  agreement  entered  into  be- 
tween the  food  administrator  and  the  beet-sugar  producers  of  this 
country. 

The  Chairman.  Have  you  that  agreement! 

Mr.  Rolph.  Yes,  sir. 

The  Chairman.  Will  you  please  let  us  have  it! 

(The  witness  produced  a  paper.) 

Mr.  Eolph.  This  was  the  lowest  price  that  the  beet  people  fixed 
for  a  contract  that  they  would  enter  into  with  the  Government  We 
had  to  accept  or  reject  that  contract. 

The  Chairman.  And  if  you  had  rejected  it  the  result  would  have 
been  that  these  beet-sugar  men  would  have  had  to  sell  their  sugars  for 
whatever  prices  they  could  get;  and  if  you  had  not  made  any  con- 
tracts at  all  with  anybody  the  result  would  have  been  that  everybody 
would  have  been  selling  his  sugar  in  the  market,  each  against  the 
other! 

Mr.  Eolph.  Yes.  I  think  it  would  have  sent  the  price  of  sugar  up 
to  about  20  or  26  cents,  and  we  would  have  had  a  great  deal  of  it 
hoarded  throughout  the  country. 

The  Chairman.  You  think  that,  of  course;  but  the  fact  of  the 
matter  is  that  we  have  had  a  European  war  since  about  the  2d  day 
of  August,  1914,  that  in  that  time  there  have  been  three  sugar  cro{» 
harvested,  and  that  before  your  board  ever  took  control  the  average 
prices  were  very  much  lower  than  they  have  been  since.  That  is 
the  fact  about  it^  is  it  not? 

Mr.  RoLPH.  No ;  I  do  not  think  so. 

The  Chairman.  Very  well.    The  figures,  of  course,  will  show. 

Mr.  Rolph.  What  period  are  you  talking  about? 

The  Chairman.  I  am  talking  about  the  general  period.  I  am  not 
talking  about  a  high  price  for  one  day  or  a  high  price  for  another 
day,  and  I  am  not  talking  about  any  cnarts  or  plats.  I  just  want  to 
know  if,  as  a  matter  of  cold  fact,  the  general  average  prices  of  sugai? 
in  1914  were  not  less  than  they  are  to-day? 

Mr.  Rolph.  Why,  of  course  they  were  less.    Everything  was  leas. 


8H0BTA0E  09  SUOAB.  845 

The  Chaibman.  And  I  want  to  know  if,  as  a  matter  of  fact,  the 
average  prices  during  1915  were  not  less  than  they  are  to-day  t  What 
is  the  answer  to  that  ? 

Mr.  RoLFH.  The  avernge  price  of  suj^r  in  1915  was  5.56  net;  in 
1916  it  was  6.88,  and  in  1917  it  went  as  high  as  9.15. 

The  Chairman.  No  ;  but  what  was  the  average!  Not  how  high  did 
it  Ro,  but  what  was  the  average! 

Mr.  Roi^H.  The  average  of  what? 

The  Chairman.  Of  1917,  up  to  the  time  you  took  control — Oc- 
tober If 

Mr.  RoLPH.  It  is  very  difficult  to  tell  the  average  price,  but  it  was 
somewhere  in  the  neighoorhood  of  7.75, 1  should  judjge. 

The  Chairman.  For  the  year  1917,  up  to  the  1st  oi  October? 

Mr.  RoiiPH.  I  should  say  so. 

The  Chairman.  The  average  price  was  7  what — ^the  wholesale 
price  ? 

Mr.  RoLPH.  It  depends  on  whose  prices  you  take. 

The  Chairman.  I  am  talking  about  the  average  price  at  which  the 
sugar  was  disposed  of.  Of  course  you  know  as  a  sugar  man — ^and  you 
and  I  must  not  get  to  haggling  here — that  the  great  quantity  of  that 
crop  was  disposed  of  in  the  early  part  of  the  year. 

Mr.  RoLPH.  Which  crop  are  you  talking  about? 

The  Chairman.  I  have  been  talking  about  the  whole  sugar  crop ; 
but,  if  you  desire  to  take  it,  we  will  take  the  beet  sugar  crop.  Tlie 
average  price  of  the  beet  sugar  crop  for  1916  and  1917  up  to  Oc- 
tober 1 

Senator  Lodge.  It  had  not  been  sold. 

The  Chairman.  Had  not  that  been  sold  ?  We  can  omit  that,  then, 
because  the  beet  sugar  crop  had  not  been  sold  for  1917  on  October  1. 

Mr.  Rolph.  No. 

The  Chairman.  Now,  the  cane  sugar  crop  for  1917,  up  to  October 
1 ;  taking  into  consideration  now  the  volume  of  business  and  the  time 
of  the  sales,  what  was  the  average  price? 

Mr.  RoLPH  (after  making  computation).  I  should  say  that  the 
lowest  average  price  for  the  year  was  7.72,  based  on  the  average  prices 
of  raw  sugar  and  the  average  margins;  that  is,  taking  the  average 
price.    Wulett  &  Gray  give  the  average  cost  this  year  to  date  as  6.28. 

The  Chairman.  Willett  &  Gray  give  it? 

Mr.  RoLPH.  Yes,  sir. 

The  Chairman.  They  give  the  average  cost  of  raw  sugar  this  year 
to  date  at  what? 

Mr.  RoLPH.  Average  market,  6.23. 

The  Chairman.  Well.  then,  why  do  you  vary  from  Willett  & 

Gray  ? 

iir.  RoiiPH.  How  do  you  mean  ?    I  do  not. 

Senator  Lodge.  And  you  have  now  reduced  beet  sugar  in  Boston 
to  8.15? 

Mr.  RoLPH.  Yes,  sir.    I  say  6.23  is  the  average  of  that  line. 

The  CHApMAN.  Well,  that  is  what  T  have  been  asking  you.  This 
line  you  point  to  is  the  price  line? 

Mr.  RoLPH.  Yes,  sir. 

The  Chairman.  Now,  for  the  first  10  months,  so  there  will  be  no 
misunderstanding,  the  price  of  sugar  for  1917  up  to  October  1  aver- 
»<n»d  what? 
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Mr.  BoLPH.  I  have  not  got  the  average  up  to  October  1 ;  but  the 
average  to  December  15,  here,  which  would  make  it  lower,  is  6.23. 

The  Chairman.  Do  you  mean  to  say  that  by  averaging  from  Octo 
ber  1 

Mr.  RoLPH.  No;  higher;  6.23 — ^no;  a  little  bit  higher. 

The  Chairman.  Yes,  sir;  so  that  6.23  is  higher  than  the  average 
price  from  January  1  to  October  1,  1917.  That  is  a  little  above  ih 
average,  6.23,  is  it  not? 

Mr.  BoLPH.  Yes. 
I    The  Chairman.  And  on  September  19  you  fixed  the  price  for  beet 
sugar  at  7.25  ? 

Mr.  BoLPH.  No ;  the  beet  people  fixed  the  price  of  beet  sugar. 

The  Chairman.  Very  well  j  the  beet  people  fixed  it.    You  agreed. 
You  brought  them  here.    You  put  them  into  a  contractual  combina 
tion;  you  supervised  the  contract,  and  then  made  it  into  a  contract 
by  signing  it  as  one  of  the  parties.    That  is  all  true,  is  it  not,  and  thi* 
is  the  contract? 

Mr.  BoLPH.  That  is  the  contract. 

The  Chairman.  I  think  we  had  better  read  that,  and  then  I  think 
we  had  better  quit. 

Senator  Lodge.  Yes. 

Senator  Vardaman.  Just  before  you  read  that,  Senator,  you  say 
the  beet  people  made  the  contract  at  that  price — the  people  who  were 
to  profit  hj  the  increase  in  the  price?  Is  that  the  way  the  food 
administration  makes  prices,  by  permitting  the  interested  parties  to 
fix  the  price? 

Mr.  RoLPH.  It  was  a  voluntary  agreement.  The  food  administra- 
tion either  has  to  accept  the  price  that  the  other  contractual  party  l^ 
willing  to  accept  or  a  contract  is  not  possible. 

Senator  Vardaman.  I  believe  it  would  have  been  better  for  the 
I  consumer,  then,  if  you  had  not  had  anything  to  do  with  it,  would 
I  it  not? 

;  Mr.  RoiJ>H.  No;  I  disagree  with  you,  because  you  can  see  where 
the  prices  were,  and  with  this  famine  of  sugar  on  now  from  this 
time  on,  the  prices  of  sugar  would  have  gone,  in  my  opinion,  to 
almost  any  limit. 

The  Chairman.  Provided  you  did  not  make  the  famine. 

Mr.  RoLPH.  We  did  not  make  the  famine  and  had  nothing  to  do 
with  it. 

The  Chairman.  That  is  a  question  of  deduction. 

Senator  Jones.  At  the  time  you  made  that  price  of  7.25  the  market 
price  was  higher,  was  it  not?  ^ 

Mr.  RoLPH.  It  was  up  as  high  as — ^here  is  the  proposed 

The  Chairman.  Oh,  no. 

Senator  Jones.  Yes :  it  was. 

Mr.  RoLPH.  This  price  was  here  [indicating  on  chart]  and  the 
market  was  here  [indicating  on  chart]  ;  and  one  of  the  principal  ob- 
jects in  making  that  price  and  the  notice  of  it  was  that  it  brought 
out  the  invisible  supply  of  sugar  throughout  this  entire  country,  and 
the  people,  instead  of  hoarding  sugar — ^the  jobbers,  instead  of  hoard- 
ing sugar,  and  the  retailers  and  the  consumer — got  rid  of  their  sugar, 
shoved  it  out  into  the  channels  of  trade,  or  the  panic  would  have 
started  a  great  deal  earlier  and  been  a  great  deal  worse,  and  there  is 
no  telling  where  the  price  of  sugar  might  have  gone  to. 
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The  Chairman.  That  is  your  opinion.  Let  us  stick,  however,  to 
aome  facts  that  we  may  know  about. 

You  speak  about  the  price  of  sugar  in  October  being  lower  than 
the  high  point  which  was  reached  in  the  month  of  August.  As  a 
matter  of  fact,  the  month  of  August  is  the  month  when  the  Cuban 
sugars  are  pretty  well  exhausted,  when  the  general  sugar  supply  is 
lowest,  and  sugar  prices  at  that  time  are  nearly  always  at  the  high 
point.    Is  not  that  true? 

Mr.  BoLPH.  Yes;  it  is  usually  true. 

Tlie  Chairman.  Your  reduction  which  you  spe^k  of  is  a  reduc- 
tion below  the  high  point;  and,  substantially  speaking,  that  same 
reduction  has  occurred  every  year  below  the  high  point  about  the 
same  time  that  it  occurred  this  year? 

Mr.  RoLPH.  Only 

The  Chairman.  Only  it  has  gone  a  good  deal  lower  down? 

Mr.  BoLPH.  Only,  on  account  of  the  conditions  that  have  pre- 
vailed— we  are  not  in  normal  times — ^the  stock  of  sugar  was  ex- 
hausted, and  everybody  knew  it.  There  was  no  sugar  available,  as 
has  been  demonstrated,  and  there  is  no  telling  to  what  heights  the 
prices  might  have  gone. 

The  Chair3ian.  Of  course,  I  am  just  asking  you  whether  or  not 
it  is  true  that  substantially  every  year  there  came  a  high  point  in 
sugar,  not  always  in  the  month  of  August,  but  at  about  the  period 
when  the  old  crop  was  exhausted,  and  that  it  then  would  go  down 
in  the  months  of  October  and  November,  when  the  new  crops  came 
in.    That  has  been  true  regularly,  has  it  not? 

Mr.  BoLPH.  There  have  been  exceptiona 

The  Chairman.  Well,  but  that  has  been  the  rule,  has  it  not? 

Mr.  BoLPH.  Yes. 

The  Chairman.  And  now  the  sugar  crop  has  gone  down  this  year 
somewhat  below  the  high  point,  but  has  not  gone  down  nearly  as 
far  as  it  has  in  ordinary  years?  I  am  just  asking  for  the  fact,  not 
the  reason.    That  is  the  fact,  is  it  not? 

Mr.  Bolph.  Yes. 

The  Chairman.  Now  I  will  put  in  evidence  the  contract. 

(The  chairman  then  started  to  read  the  contract,  when,  upon  the 
suggestion  of  Senator  Lodge,  it  was  ordered  to  be  printed  in  the 
record,  as  follows:) 

E^xHiBrr  No.  65. 
(Rolph,  No.  2.) 

AnKEKtfENT  WITH   TTNTTED  RTATKS  FOOD  ADMINISTRATION. 

This  agreement  entered  into  this day  of ,  1917,  between  the 

President  of  the  Unlte<l  States,  acting  by  and  through  Herbert  Hoover,  Fnlted 

States  food  ndmlnlstrntor,  nnd  ,  of  ,  hereinafter  called 

the  pro<lncer,  witnesseth.  that : 

Whereas  the  United  States  food  administrator,  pursuant  to  the  act  of  Con- 
gress approved  August  10,  1917,  known  as  the  "  food-control  act,"  Is  about  to 
iKsue  regulations  relating  to  the  conduct  of  the  business  of  all  persons  Importing, 
manufocturlng,  storing,  or  distributing  sugar,  and  desires  under  said  net  to 
'►ecure  an  equitable  distribution  of  the  sugar  crop  of  1917-18,  and  to  prevent 
unjust,  unreasonable,  unfair,  and  wasteful  commissions,  profits,  nnd  i)nictlccs: 
and 

Whereas  the  United  States  food  administration  has  urgently  requested  all 
iTiHlucers  of  beet  sugar  In  the  United  States  to  enter  Into  n  contract  with  him, 


848  8H0BTAGB  09  StTQAB. 

and  for^  producers  who  enter  Into  such  H  contract  has  determined  a  maximoin 
price  of  $7.25  per  hundred  pounds,  cane  basis,  seaboard  refining  points,  for  tiie 
time  being;  and 

Whereas  the  said  food  administrator  would  not  under  the  terms  of  the 
food-control  act  and  under  a  system  of  individual  licenses  authorized  by  said 
act,  or  the  showing  now  made,  determine  a  higher  price  than  $7i25  per  lOQ 
pounds,  cane  basis,  seaboard  refining  points ;  and 

Whereas  the  President  of  the  United  States,  acting  by  and  through  the  food 
administrator,  has  appointed  a  committee  of  the  United  ^ates  food  adminis- 
tration, to  be  called  the  food  administration  sugar  distributing  conunittee,  to 
carry  out,  subject  to  his  approval,  the  provisions  of  said  act  so  for  as  they  re- 
late to  the  distribution  of  beet  sugar,  which  committee  is  composed  of  tbe 
following  persons,  to  wit :  H.  A.  Douglas,  E.  C,  Howe,  W.  H.  Hannam,  S.  E 
Love,  W.  L.  Petrlkin,  S.  W.  Sinshelmer,  and  W.  P.  Turner ; 

Whereas  the  undersigned is  a  producer  of  beet  sugar  and  is  desirons 

of  aiding  and  promoting  the  efllclent  administration  of  said  act  and  of  secorln; 
the  purposes  to  be  accomplished  thereby  by  agi*eement,  as  authorized  by  sectioo 
2  of  the  aforesaid  act  of  Congress ; 

Now,  therefore,  In  consideration  of  the  premises  and  the  agreements  of  the 
United  States  food  administrator  hereafter  set  forth,  the  producer  hereby 
agrees: 

1.  That  in  selling  and  distributing  beet  sugar  it  shall  observe  and  respect 
and  be  governed  by  any  and  all  orders  and  regulations  which  said  United  States 
food  administrator,  through  the  sugar  distributing  committee,  may  from  time 
to  time  make  or  prescribe,  or  any  general  orders  made  by  him,  which  are 
oppllcable  to  all  licensees  under  the  provisions  of  said  act. 

2.  That  it  will  ship  sugar  only  at  such  times,  to  such  places,  and  In  such 
quantities  as  may  be  directed  by  the  United  States  food  administrator  through 
the  sugar  distributing  committee,  that  it  will  route  all  sugars  as  directed  by 
the  sugar  distributing  committee,  that  it  will  promptly  comply  with  any  and 
all  such  directions,  and  with  all  orders  for  change  of  destination  and  route, 
and  for  reconslgnment,  and  that  it  will  ship  all  sugar  sight  draft  nttadied  to 
bill  of  lading  unless  otherwise  permitted  by  the  sugar  distributing  committee, 
at  the  request  of  the  producer;  In  case  of  such  request  being  made  and  such 
permission  being  given,  should  any  loss  occur,  the  loss  shall  be  borne  by  tbe 
producer  making  such  request. 

3.  That  unless  a  special  allowance  is  made  by  the  sugar  distributing  com- 
mittee by  reason  of  deterioration  or  otherwise,  It  will  sell  all  sugar  at  tbe 
market  price  ruling  on  the  day  of  sale,  cane  basis,  less  any  dlfTerentlal  which 
may  be  established  by  the  sugar  distributing  committee  and  be  then  in  force, 
between  cane  sugar  and  beet  sugar ;  in  no  case,  however,  to  exceed  the  maximum 
price  of  $7.25  per  100  pounds,  cane  basis,  at  seaboard  refining  points,  less  said 
differential  If  any,  unless  Increased  by  the  food  administrator  to  meet  price 
fixed  for  refined  cane  sugar  manufactured  from  foreign  raw  sugar ;  the  sugar 
distributing  committee  shall  have  power  to  fix  a  differential  between  cane 
sugar  and  beet  sugar  In  its  discretion,  but  no  such  differential  need  be  estab- 
lished until  cane  sugar  becomes  a  close  competitor  of  beet  sugar,  and  sacb 
differential  shall  in  no  event  exceed  20  cents  per  100  pounds. 

Provided,  That  should  any  excise  tax  on  sugar  be  levied  by  the  United  States 
Government,  the  maximum  price  of  $7.25  per  100  pounds  shall  be  increased  by 
the  amount  of  said  excise  tan ;  that  the  sugar  distributing  committee  shall  de- 
termine a  schedule  of  freight  differentials  at  different  places,  based  on  freight 
rates  from  seaboard  refining  points ;  and  a  regular  schedule  of  package  differ 
entlals  for  package  goods,  and  such  differentials  shall  be  observed  by  the  pro- 
ducer in  complying  with  the  terms  of  this  paragraph ;  that  the  sugar  distribut- 
ing committee  shall  issue  and  send  to  the  producer  uniform  price  lists  showlof 
tbe  seaboard  base  price,  the  differentials,  and  the  terms  upon  which  sugar  may 
be  sold ;  that  It  will  issue  a  new  price  list  whenever  any  change  occurs  in  the 
seaboard  base  price  or  in  the  differential  or  terms,  and  that  no  sale  of  sugar 
shall  be  made  by  the  producer  except  at  the  price,  differentials,  and  terms 
shown  herein,  until  the  sugar  distributing  committee  shall  have  Issued  a  nev 
price  list  showing  any  such  change  and  mailed  a  copy  of  same  to  the  United 
States  food  administrator;  but  this  clause  shall  not  be  construed  to  authorise 
the  sugar  distributing  committee  to  name  any  higher  price  than  that  herein- 
before prescribed. 

4.  That  it  will  promptly  make  complete  and  true  reports  to  the  sugar  dis- 
trlbutlng  committee  of  all  sales  of  sugar  made  by  it  at  such  intervals  and  in 
such  forms  as  may  be  required  by  said  conunittee. 
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S.  In  consideration  of  the  foregoing  agreements,  the  United  States  food 
administration  agrees  that  he  will  cause  the  sugar  distributing  committee  to 
direct  distribution  of  the  l)eet-8Ugar  crop  herein  referred  to  in  the  most  eco- 
nomical and  efficient  method  consistent  with  an  equitable  distribution;  that 
at  fiuch  intervals  as  the  sugar  distributing  committee  may  determine  lie  will 
caose  to  be  calculated  by  said  committee  the  average  net  proceeds  per  pound  of 
sugar  received  during  the  definite  period  by  all  the  beet-sugar  producers  who 
shall  have  entered  into  a  similar  agreement  with  him,  less  the  exjiense  per 
pound  of  the  sugar  distributing  committee  incurred  in  the  distribution  of  the 
beet-sugar  crop  as  herein  provided,  and  in  cose  the  average  net  proceeds  per 
pound  for  sugar,  actually  received  by  the  producer,  are  less  than  tlie  general 
average  net  proceeds  per  pound,  less  such  expense,  ns  calculated  by  the  sugar 
distributing  committee,  the  United  States  food  administration  promises  to  pay 
to  the  producer  the  difference  per  pound  herein,  multiplied  by  the  number  of 
pounds  sold  by  the  producer  during  such  period  and  tlie  final  calculation,  set- 
tlement, and  distribution  in  accordance  with  the  provisions  of  this  paragraph 
alinii  be  made  as  soon  as  feasible,  but  not  later  tlian  July  31, 1018. 

The  producer  agrees  that  if  the  net  proceeds  per  pound  of  all  sugar  received 
by  it  is  greater  than  the  general  average  net  proceeds  per  pound  less  such  ex- 
pense, as  calculated  by  the  sugar  distributing  committee,  he  will  pay  to  the 
United  States  food  administration,  or  sucli  person  as  it  may  direct,  the  differ- 
ence per  pound  therein,  multiplied  by  the  number  of  pounds  sold  by  the  pro- 
ducer during  such  period.  In  cases  where  the  committee  has  permitted  tlie  snle 
of  sugar  at  less  than  market  prices,  unless  such  decrease  in  value  Is  cau8e<l  by 
some  action  of  the  committee,  the  difference  between  the  price  actually  received, 
and  the  market  price,  shall  be  added  to  the  actual  net  proceeds  of  said  sugar, 
before  averaging  the  net  proceeds  of  the  particular  producer  or  of  all  producers; 
and  the  producer  thereof  shall  stand  such  loss. 

0.  Nothing  in  this  agreement  shall  be  construed  to  limit  the  power  of  the  Prest- 
<lent  or  of  the  United  States  food  administrator  to  promulgate  regulations  for 
the  conduct  of  the  business  of  licensees  under  section  5  of  the  act  of  August 
10,  1917,  known  as  the  food-control  act. 

7.  Sugar  shall  be  delivered  to  the  United  States  Government  for  Army  and 
Navy  uses  when,  and  in  such  amount  as  the  Government  may  require  at  prices 
to  be  fixed  by  the  United  States  food  administrator,  and  the  net  proceeds  of 
such  sugar  shall  be  Included  in  calculating  the  general  average  net  proceeds 
per  pound  of  ail  sugar  sold  by  producers  entering  into  this  agreement. 

8.  It  is  understood  and  agreed  by  the  producer  that  a  violation  of  any  of 
the  terms  of  this  agreement  may  result  in  and  be  cause  for  revocation  of  its 
license. 

0.  This  agreement  shall  remain  in  full  force  and  effect  from  October  1,  X017, 
antil  the  entire  crop  of  1017-18  shall  have  been  disposed  of  or  marketed. 

In  witness  whereof  the  parties  hereto  have  subscribed  this  agreement  on  the 
(lay  and  year  first  above  written. 

United  States  Food  AdminUtrator. 
By . 

The  Chaibmak.  You  stated  a  little  bit  ago  that  the  prices  named  in 
this  contract  were  the  prices  that  were  fixed  by  the  producers,  by 
the  su^r  men. 

Mr.  KoLPH,  Yes,  sir.  ^ 

The  Chairman.  And  that  the  food  regulator  had  the  option  to 
accept  this  contract  or  to  have  no  contract  i 

Mr.  RoLPH.  Yes,  sir. 

The  Chairman.  In  other  words,  the  sugar  men  regulated  the  sugar 
reffulator,  instead  of  the  sugar  regulator  regulating  the  sugar  men! 

Mr.  RoLPH.  No;  because  it  was  considered  as  a  very  desirable  thing, 
in  view  of  the  approaching  shortage  of  sugar,  to  do  that,  and  it 
accomplished  the  ooject. 

The  Chairman.  Then  Mr.  Hoover  was  perfectly  willing  to  make 
this  contract — or  you,  acting  for  Mr.  Hoover?  It  was  not  forced 
on  you  t    The  sugar  men  did  not  control  you  t 
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Mr.  BoLPH.  No. 

The  Chairman.  Did  you  control  the  sugar  men ! 

Mr.  EoLPH.  We  accepted  that  contract ;  thought  that  it  was  fair 
and  just. 

Senator  Lodge.  Did  the  price  of  Cuban  sugar  have  anything  to 
do  with  it? 

Mr.  BoLPH.  No ;  it  did  not.  I  tried  to  get  the  beet  people  to  accept 
a  contract  at  7  cents,  which  they  declined. 

Senator  Lodge.  It  had  no  relation  to  Cuban  sugar  at  4.50  f 

Mr.  RoLPH.  No;  but  I  had  that  in  mind. 

Senator  Lodge.  It  is  about  equivalent  to  that? 

Mr.  EoLFH.  I  had  that  in  mind  at  the  time. 

The  Chairman.  That  is,  you  fixed  this  beet -sugar  price  so  that  it 
would  fit  onto  the  price  you  intended  to  make  for  Cuban  sugar? 

Mr.  EoLPH.  No ;  I  did  not 

The  Chairman.  You  had  it  in  mind.    What  do  you  mean  by  thatf 

Mr.  EoLPH.  I  had  the  Cuban  situation  in  mind  all  the  tune.  I 
tried  to  get  this  contract  down  as  low  as  I  possibly  could.  The  first 
suggestion  I  made  on  this  contract  was  6.75,  then  to  7  cents,  and 
finally  at  7.25. 

The  Chairman.  Did  you  have  in  mind  at  the  time  that,  you  were 
going  to  fix  the  Cuban  crop  at  4.50  ? 

Mr.  EoLPH.  I  had  it  very  strongly  in  mind ;  yes. 

The  Chairman.  So  that,  as  a  matter  of  fact,  when  you  fixed  the 
beet-sugar  crop,  you  fixed  it  at  a  price  where  you  intended  to  fij 
it  so  that  it  would  correspond  to  the  price  of  cane,  so  that  the  txro 
would  be  equivalent? 

Mr.  EoLPH.  Not  at  all. 

The  Chair^ian.  I  do  not  understand  you. 

Mr.  EoLPH.  I  tried  to  get  the  lowest  price  I  could  get  on  this. 

The  Chairman.  And  you  at  the  same  time  intended  to  have  it  fit 
a  price  that  you  had  in  mind  for  cane  sugar  at  4.60,  which,  with  the 
charges  and  costs  that  were  necessary  to  be  added,  would  brinff  it 
up  to  7.25  plus  a  25.cent  premium  which  it  ordinarily  brings.  Yod 
had  that  all  in  mind? 

Mr.  EoLPH.  I  naturally  had  a  lot  of  figures  on  Cuba  and  had  a  lot 
of  conferences  with  Cuban  people. 

The  Chairman.  The  question  is,  did  you  have  that  in  mind  ?  It  i? 
not  a  question  of  whether  you  had  conferences  or  figures. 

Mr.  Eolph.  I  naturally  had  it  in  mind,  but  it  did  not  affect  this 
contract  in  any  way,  so  that  the  form  omitted  the  25  cents. 

The  Chairman.  A  premium  of  25  cents  difference? 

Mr.  Eolph.  What  difference  do  you  mean  of  25  cents? 

The  Chairman.  I  understand  the  cane  sugars  are  always  expected 
to  bring  25  cents  above  beet  sugars. 

Mr.  KoLPH.  I  never  heard  of  that  before. 

The  Chairman.  You  never  heard  of  it?  It  has  been  elaboratelj 
testified  to  here,  if  I  have  understood  the  testimony.  Mr.  Bal^t 
said  so. 

Mr.  Eolph.  My  understanding  of  the  beet-sugar  situation  is  that 
the  differential  in  the  West  is  20  cents,  and  the  highest  differential 
that  has  ever  existed  here  in  the  East  has  been  10  cents. 

The  Chairman.  Is  there  a  differential  allowed  on  your  sugar  of  25 
cents? 
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Mr.  EoLPH.  What  sugar  do  you  refer  to? 

The  Chairman.  I  am  speaking  now  of  your  own  sugar. 

Mr.  BoLPH.  The  raw  sugar  that  we  buy  ? 

The  Chairman.  Yes. 

Mr.  KoLPH.  Yes,  sir. 

The  Chairman.  Why  is  that  ? 

Mr.  KoLPH.  That  is  bought  at  25  cents  under  the  list  price  in  New 
York,  which  is  15  cents  under  the  price  at  which  Hawaiian  sugars  are 
sold  here.  The  reasons  for  that  allowance  are  many.  I  will  give  you 
three.  The  principal  reason  is  on  account  of  the  absorption  of  freight 
in  the  shipment  from  San  Francisco  to  Chicago,  which  is  25  cents, 
and  absorbs  it  all,  and  as  over  60  per  cent  of  the  sugar  is  sent  there, 
there  is  60  per  cent  gone.  I  just  want  you  to  get  that  point.  The 
other  is  on  account  or  taking  it  in  a  period  of  about  eight  months ;  we 
hate  to  carry  it  and  pay  the  storage,  insurance,  and  chances  of  market 
declines. 

The  Chairman.  So  you  do  not  agree  with  these  gentlemen  about  it ; 
that  is  all.  But,  as  a  matter  of  fact,  is  not  7.25  lor  beet  sugar  sub- 
stantially  the  equivalent  of  4.50  for  Cuban  cane  sugar  f.  o.  b.  Cuba?' 

Mr.  RoLPH.  Yes;  I  think  it  is.  It  depends  upon  the  freight  rate 
entirely- 

The  Chairman.  I  am  speaking  about  a  substantial  equivalent. 
There  was  always  a  differential  on  the  freights,  particularly  where 
there  are  tramp  steamers. 

Mr.  RoLPH.  That  is  the  equivalent  of  7.35. 

The  Chairman.  7.35? 

Mr.  RoLPH.  Yes,  sir. 

The  Chairman.  That  depends  on  the  freight? 

Mr.  RoLPH.  Yes,  sir. 

The  Chairman.  As  a  general  proposition,  the  prices  are  the  same  ? 

Mr.  RoLPH.  Practically. 

Mr.  McCarthy.  Senator  Reed,  I  would  like  to  say  to  Mr.  Rolph 
that  when  he  mentioned  6.23  he  did  not  state  whether  he  meant  that  as 
raw  or  refined  sugar,  and  on  the  record  it  stands  that  he  said  that  as 
refined.    I  would  like  to  see  that  that  is  stated  properly. 

Mr.  Rolph.  6.23  was  the  raw  sugar  price.  I  said  7.72  was  the  low- 
est cane  sugar  price. 

The  Chairman.  At  what  time? 

Mr.  RotPH.  The  average  for  the  year. 

(Thereupon,  at  5.40  o'clock  p.  m.  the  subcommittee  adjourned  to 
meet  at  10.30  o'clock  a.  m.  to-morrow,  Friday,  December  21, 1917.) 
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FBIBAT,  DECEMBER  21»  1917. 

United  States  Senate, 
Subcommittee  of  the  Committee  on  Manufactures, 

Washinffton^  D,  C, 

The  subcommittee  met  at  10.30  o'clock  a.  m..  Senator  James  A. 
Keed  presiding. 

Present,  Senators  Keed  (chairman),  Vardaman,  Jones,  Lodge,  and 
Kenyon. 

The  Chairman.  Before  resuming  the  testimony  of  Mr.  Rolph  1 
would  like  to  break  in  with  the  testimony  of  Mr.  Summerville  for  a 
few  moments. 

Mr.  Bor^H.  Mr.  Chairman,  I  want  to  say  in  connection  with  myself, 
that  the  object  of  this  investigation,  as  I  take  it,  is  a  relief  of  this 
famine  situation  in  New  York,  or  in  the  Atlantic  coast  section,  and  the 
woric  that  the  international  committee  is  doing  in  endeavoring  to 
solve  this  problem  is  being  held  up  by  this  meeting.  It  has  been 
stopped  now  for  over  a  week. 

The  Chairman.  I  thought  that  ultimately  Congress  would  be  to 
l)lame  for  this  sugar  shortage. 

Senator  Kenyon.  Why  would  that  work  have  to  be  stopped?  Do 
you  mean  because  you  have  been  required  to  be  here? 

Mr.  BoLPH.  Yes. 

The  Chairman.  There  has  not  been  a  single  man  from  the  Food 
Administration  who  has  been  required  to  be  here. 

Senator  Kenyon.  Have  you  a  lot  of  your  employees  here? 

Mr.  RoLPH.  No;  but  Mr.  Babst,  Mr.  Jamison,  and  myself  are  here, 
and  the  foreign  members  of  the  international  committee  in  New  York 
are  waiting  impatiently  for  us  to  return. 

Senator  Vardabian.  You  understand  that  we  must  necessarily 
carry  out  the  wishes  and  instructions  of  the  Senate? 

Mr.  KoLPH.  I  appreciate  that. 

Senator  Vardaman.  And  we  are  getting  through  with  the  matter 
as  quickly  as  we  can. 

Mr.  KoLPH.  I  appreciate  that. 

The  Chairman.  And  understand  another  thing  also,  that  this  com- 
mittee put  on  the  witness  stand  Mr.  Spreckels  and  did  not  summon  or 
require  tlie  attendance  of  anyone  from  the  Food^  Administration. 
The  Food  Administration  people  came  here  voluntarily  and  have  been 
here  voluntarily,  and  the  time  that  you  could  say  that  anyone  of  them 
has  not  been  here  voluntarily  is  when  that  particular  one  was  upon  the 
witness  stand.    Others  have  come  undoubtedly  because  they  thought 
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they  were  interested,  but  the  committee  has  not  compelled  their  at- 
tendance. 

Senator  Jones.  I  would  like  to  ask  the  chairman  if  he  thinks  it  is 
unnecessary  for  members  of  the  Food  Administration  to  stay  heref 

The  CiiAiRMAN.  I  think  this  committee  is  perfectly  capable  of 
going  on  and  examining  witnesses,  and  when  it  comes  to  the  members 
of  the  Food  Administration,  to  call  them  and  get  their  views.  I 
am  not  criticizing  them  for  coming  here,  but  I  certainly  insist  they 
have  no  right  to  criticize  the  committee  because  they  did  come. 

Mr.  BoLPH.  I  did  not  criticize  the  committee  at  all.  I  simply  state 
a  fact,  that  this  matter  is  held  up,  and  I  have  felt  it  was  my  duty  to  be 
here,  and  I  am  very  glad  that  I  have  been  here. 

The  Chairman.  All  the  rest  of  your  force  that  you  have  here  now 
are  at  perfect  liberty  to  return  to  their  duties  except  yourself. 
and  we  will  get  through  with  you  very  soon.  We  will  now  take  the 
testimony  of  Mr.  Summerville. 

TESTIUONY  OF  JAMES  A.  SXTHMEBVILLE. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  Where  do  you  reside? 

Mr.  Summerville.  St.  Louis,  Mo. 

The  Chairman.  What  is  your  business? 

Mr.  SuMsiERviLLE.  General  superintendent  of  transportation  of 
the  Missouri  Pacific,  assigned  as  one  of  the  commissioners  on  the 
commission  of  car  service  in  Washington. 

The  Chairman.  Who  created  this  commission  on  car  service! 

Mr.  Summerville.  The  commission  was  created  by  the  executive 
committee  of  the  war  board  of  the  American  Railway  Association. 

The  Chairman.  And  you  are  connected  with  that  car  service. 
What  is  the  business  of  that  car  service  committee?  Briefly,  what 
do  you  do? 

Mr.  SuMMERviLi.E.  Look  after  the  handling  and  relocating  and  dis- 
tributing of  freight  car  equipments. 

The  Chairman.  So  as  to  move  merchandise,  etc.,  as  promptly  as 
possible  ? 

Mr.  SuM3iERviLLE.  Ycs. 

The  Chairman.  I  will  ask  you  to  state  whether  along  early  in 
the  month  of  November  you  were  called  on  by  any  member  of  tlie 
Food  Administration  with  reference  to  the  movement  of  Colorado 
sugars  ? 

Mr.  Summerville.  I  was. 

The  Chairman.  About  what  time  in  the  month  of  November  was 
that  ? 

Mr.  Summerville.  My  recollection  is,  it  was  along  in  the  early 
part  of  November. 

The  Chairman.  Who  was  the  man  who  called  upon  you  ? 

Mr.  Summerville.  Mr.  Brooks. 

The  Chairman.  What  is  his  connection  with  the  Food  Admin- 
istration ? 

Mr.  Summerville.  He  is  connected  with  the  office  of  Mr.  Cham- 
Sers.  looking  after  transportation. 

The  Chairman.  What  was  his  request  of  you  at  that  time? 
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Mr.  SuHMEBVuXE.  He  asked  for  information  as  to  car  supply  in 
Colorado  in  connection  with  the  movement  of  sugar. 

The  Chairman.  What  did  he  say  to  you? 

Mr.  SuMMERVHiLE.  He  said  they  wanted  to  know  if  it  was  possible 
to  get  more  cars  into  Colorado  for  loading  su^ar. 

The  Chaibman.  What  was  your  reply  to  him? 

Mr.  SuMMERviLLE.  My  reply  was,  m  substance,  that  the  Colorado 
sugar  requirements  were  being  reasonably  met^  and  it  would  not 
be  possible  to  get  more  cars  in  there  on  short  notice. 

The  Chairman.  What,  if  anything^  did  he  sav  to  you  about  the 
desirability  of  getting  sugars  here  quickly,  or  of  any  emergency  in 
the  sugar  business  ? 

Mr.  SuMMERViLiJE.  He  mentioned  something  in  connection  with 
wanting  to  move  more  sugar  into  the  New  York  territory. 

The  Chairman.  Did  he  say  anything  about  there  being  an  emer- 
gency— a  necessity  for  quick  movement? 

Mr.  SuMMERviuuE.  My  impression  is  they  wanted  to  move  it  at 
that  time. 

The  Chairman.  When  he  spoke  to  you  about  the  Colorado  cars 
what  did  you  say  to  him  about  getting  cars  for  some  other  place? 

Mr.  SuMMERViLLE.  I  suggcstcd,  if  there  was  an  emergency,  the 
advisability  of  moving  some  of  the  Michigan  sugar. 

The  Chairman.  Did  you  tell  him  why  ?     Tell  what  you  said  there 

Mr.  Summervili;e.  I  am  trying  to  do  that,  Senator. 

The  Chairman.  Just  tell  us  wnat  took  place  as  near  as  you  can. 

Mr.  SuMMERviLLE.  I  suggcstcd  the  advisability  of  moving  sugar 
from  Michigan  in  an  emergency,  as  it  could  be  moved  in  less  time 
than  Colorado  sugar  could  be  moved. 

The  Chairman.  How  much  less  time  did  you  tell  him  it  could  be 
moved  in? 

Mr.  SxjMMERviLLE.  From  five  to  eight  days. 

The  Chairman.  What  did  he  say  to  that  ? 

Mr.  SuMMERviLLE.  He  said  he  would  consider  that;  that  he  had 
no  knowledge  as  to  the  details  of  the  movement;  and  that  that  sug- 
gestion would  be  given  to  the  oiRce  that  made  the  inquiry. 

The  Chairman.  Did  you  suggest  to  him  at  the  time  that  there 
were  sugars  in  Michigan  ? 

Mr.  SuMMERViLLE.  I  adviscd  him  concerning  a  report  that  we  had 
from  one  of  our  inspectors  indicating  a  million  and  a  quarter  pounds 
at  some  one  sugar  plant. 

The  Chairman.  One  sugar  plant?  Did  you,  after  this  gentleman 
left  vou,  after  you  made  these  suggestions  and  he  went  away,  hear 
anything  more  about  a  request  from  him  for  cars  for  sugar  in 
Michigan? 

Mr.  SuMMERviixE.  The  conversation  was  on  the  phone,  and  I  do 
not  recall  that  there  was  any  further  reference  to  the  subject  after 
that  time. 

The  Chairman.  That  is  all. 

Senator  Jones.  Did  you  have  anything  to  do  with  the  car  situa- 
tion in  Michigan? 

Mr.  SuMMERViLLE.  We  have  to  do  with  it  all  over  the  country. 

Senator  Jones.  I  mean  you  individually. 

Mr.  SiTMMERviixE.  Yes. 
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Senator  Jones.  That  was  a  part  of  your  job,  to  look  after  the  cars 
in  Michigan  also? 

Mr.  SuMMEBviixE.  A  part  of  my  work  is  specializing  on  the  box- 
car situation. 

Senator  Jones.  Were  there  plenty  of  cars  in  Michigan! 

Mr.  SuMiirERviLLE.  Not  plenty,  but  there  was  a  fair  supply— not 
enough  to  load  everything  that  was  required  each  day,  but  our 
reports  indicated  a  continued  loading  of  sugar  to  a  maximum  carry- 
ing capacity. 

Mr.  EoLPH.  Will  you  ask  the  witness  if  he  does  not  know  there 
are  lots  of  cars  of  beet  sugar  held  up  now  that  can  not  get  through! 

Senator  Jones.  I  will  ask  that  question  of  the  witness. 

Mr.  SuMMERViLi.E.  I  cau  not  answer  that;  I  do  not  know. 

Senator  Jones.  Do  you  know  whether  any  attempt  was  made  to 
ship  the  Michigan  sugar? 

Mr.  SuMaiERVTLLE.  I  know  the  Michigan  sugar,  was  moving,  but 
to  what  destination  I  do  not  loiow. 

Senator  Jones.  Do  you  know  whether  there  was  opportunity  to 
unload  that  Michigan  sugar  and  ship  it  through  within  a  reasonable 
time  ? 

Mr.  SuMMERviLLE.  I  know  that  the  Michigan  sugar  was  loading 
every  day,  as  it  appeared  to  us,  with  reasonable  promptness. 

Senator  Jokes.  TThen  all  that  you  suggested  to  Mr.  Brooks  was 
that  they  continue  what  they  were  doing  with  regard  to  the  Michigan 
sugar,  was  it  not? 

Mr.  SuMBiERviLLE.  All  I  suggcstcd  was  that  in  an  emergency  it 
seemed  to  us  more  advisable  to  move  the  sugar  from  Michigan 

Senator  Jones.  And  they  were  doing  that? 

Mr.  SuM:^rERviLLE.  Than  to  take  it  from  Colorado. 

Senator  Jones.  They  were  doing  that? 

Mr.  Su^iMERviLLE.  1  did  not  Icnow  whether  they  were  or  were  ijot. 
I  merely  offered  that  as  a  suggestion  to  him,  that  we  could  specialize, 
and  it  would  be  less  trouble  and  it  would  take  less  time  to  move  it 

The  Chairman.  Just  what  do  you  mean  by  that  word  "  specialize  "! 

Mr.  Su3iMERviLLE.  We  would  look  after  it  through  our  conunis- 
sion. 

The  Chairman.  And  get  more  cars  in  there? 

Mr.  SuMMERviLLE.  Either  more  cars  or  arrange  for  the  move- 
ment, or,  as  we  have  in  many  instances  in  a  large  number  of  com- 
modities, do  whatever  was  necessary  to  relieve  some  immediate  pres- 
sure. 

The  Chairman.  Then  you  merely  suggested  the  Michigan  sugar 
crop  as  a  question  that  you  thought  they  ought  to  consider? 

Mr.  Summerville.  I  merely  mentioned  that  one  instance — ^not  the 
crop  as  a  whole.  I  generally  understood  that  the  movement  of  the 
crop  was  all  blocked  oiit  and  planned  and  arranged. 

The  Chairman.  That  is  all.  ^ 

Mr.  Roi.PH.  Ask  the  Avitncss  if  he  does  not  know  that  the  Michi- 
gan companies  have  not  got  cars  for  their  coke  and  coal  and  beets 
and  limerock. 

Senator  Jones.  I  will  ask  if  you  know  that  situation. 

Mr.  Summervili^e.  I  do  know  that  the  sugar  beets  of  Michigan 
have  moved  as  well  or  better  this  year  than  heretofore.  I  know  that 
the  limerock  has  moved  promptly,  and  a  reasonable  supply.    I  do 
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not  know  as  regards  the  coke.  I  have  one  complaint  this  morning 
of  one  sugar  plant  wanting  10  cars  for  sugar  beets.  That  is  the  only 
one  that  we  have  had  for  a  considerable  period,  and  it  is  our  under- 
standing that  with  the  exception  of  one  line  the  sugar-beet  movements 
have  been  very  reasonable.  There  has  been  some  complaint,  and  a 
strong  effort  has  b€«n  made  to  correct  that,  and  our  information  is  it 
was  corrected  some  time  ago  and  is  now  moving  well. 

Senator  Jomes.  I  will  ask  you  if  you  know  of  any  supply  of  sugar 
in  Michigan  which  has  facilities  for  its  prompt  and  reasonable 
transportation  to  the  Atlantic  seaboard  which  is  not  being  utilized 
for  that  purpose? 

Mr.  SuMMERviLLE.  I  will  say  that  for  the  present  there  is  prob- 
ably considerable  restriction  upon  the  movement  of  sugar,  as  well 
as  other  commodities,  out  of  the  Michigan  territory,  owing  to 
whether  conditions  are  congested  conditions.  All  of  it  is  not  moving 
promptly  to  the  seaboard. 

Senator  Jokes.  Then  I  will  ask  you  a  little  broader  question:  Do 
you  know  of  anything  which  the  Food  Administration  might  have 
done  which  would  have  resulted  in  getting  more  sugar  over  to  the 
Atlantic  seaboard,  and  more  quickly  ? 

The  Chairman.  Specifv  the  time,  Senator. 

Senator  Jones.  Since  November  1.  He  is  talking  about  Novem- 
ber 1. 

Mr.  SuMMERviLLE.  I  do  uot  kuow  of  any. 

Mr.  RoLPH.  Will  you  ask  the  witness  if  it  is  not  a  fact  that  the 
railroads  put  an  embargo  on  sugar,  and  It  took  all  of  the  power  and 
influence  of  the  Food  Administration,  transportation  department, 
Mr.  Chambers,  to  have  that  embargo  raised  to  get  some  cars  loaded 
and  out,  and  that  cars  actually  loaded  for  the  East  had  to  be  dis- 
bursed to  other  places? 

Senator  Jones.  I  will  ask  that  question  of  the  witness. 

Mr.  SuMMERviiXE.  I  do  not  know.    That  would  be  possible. 

The  Chairman.  When  you  told  this  gentleman  who  came  to  you 
that  by — did  you  use  the  term  "  specialize  ? " 

Mr.  SUMMERVILLE.  YcS. 

The  Chairman.  That  by  specializing  you  could  get  cars  in  Michi- 
gan to  get  this  sugar  out,  was  that  the  fact  ?    Could  you  have  done  it  ? 

Mr.  SUMMERVILLE.  YcS. 

The  Chairman.  If  the  Food  Administration  had  come  to  you  along 
in  the  month  of  October,  the  latter  part  of  October  and  the  early 
part  of  November,  and  asked  you  to  specialize  in  the  matter  of  get- 
ting cars  into  Michigan  to  move  the  sugar  crop,  could  you  have 
gotten  more  cars  in  there? 

Mr.  SUMMERVILLE.  No.  We  would  not  have  sent  any  more  in  than 
were  there  then. 

The  Chairman.  What  was  the  point  of  you  telling  this  man  that 
by  specializing  on  Michigan  sugar  you  could  render  aid? 

Mr.  SuMMERviLLE.  That  was  for  one  particular  consignment  of 
emergency  movement. 

The  Chairman.  That  is  what  I  am  asking  you.  If  they  had  come 
to  you  and  asked  you  to  make  an  emergency  matter  out  of  the  sugar 
in  Michigan,  could  you  have  moved  the  cars  more  rapidly  or  have 
furnished  more  cars,  which  would  be  the  same  thing? 
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Mr.  SuMMERViLLE.  We  would  not  have  undertaken  to  move  any 
more  cars  in  for  the  whole  crop.  We  were  moving  some  cars  into 
Michigan,  and  w^e  had  advice  from  the  Food  Administration  to  look 
after  the  movement  of  sugar,  and  it  was  generally  understood  by 
the  carriers  that  they  were  to  look  after  it  and  endeavor  to  give  all 
of  the  assistance  possible  in  the  movement  of  sugar.  The  sugar  in- 
terests came  to  the  Commisison  on  Car  Service  for  necessary  arrange- 
ments, anticipating  a  great  deal  of  trouble  in  handling  their  beet 
sugar  in  Michigan,  and  the  railroads  came  in  for  assistance  in  con- 
nection with  the  beet  sugar  of  Colorado,  and  the  cane  sugar  inter- 
ests came  in  in  connection  with  the  movement  of  Louisiana  cane. 
They  were  all  given  instruction  and  arrangements  made  for  a  car 
supply  to  take  the  raw  material  into  the  plants.  Now,  we  did  not 
feel  that  we  could  go  so  far  as  to  give  -a  priority,  a  preference  order, 
in  connection  with  the  movement  of  sugar  to  the  manufacturer,  but 
it  was  generally  understood  by  the  railroads  and  all  concerned  that 
the  sugar  would  be  given  attention. 

The  Chairman.  Very  well.  You  did  not  think  that  priority  could 
be  given  to  the  shipment  of  sugars,  but  if  the  Food  Administration 
had  come  to  you  and  explained  to  you  that  there  was  a  sugar  famine 
in  the  East,  could  you  have  gotten  the  cars  to  move  that  sugar  out 
of  Michigan  ? 

Mr.  SuMMERviLLE.  We  could  have  in  individual  cases;  yes. 

The  Chairman.  I  am  not  talking  about  individual  cases,  nor  par- 
ticular cases,  nor  about  a  particular  car,  but  could  you  have  moved 
a  substantial  quantity  of  that  sugar  from  Michigan  to  the  New  Eng- 
land States  or  to  New  York? 

Mr.  SuMMERViLLE.  I  assume  we  could ;  yes. 

The  Chairman.  And  that  was  what  j^ou  meant  when  you  told  the 
representative  of  the  Food  Administration  who  wanted  cars  to  ship 
sugar  from  Colorado,  "Why  do  you  not  bring  the  sugar  from  Michi- 
gan, where  the  haul  is  shorter;  there  is  up  there  over  a  million 
pounds  in  one  factory?" 

Mr.  SuMMERviLLE.  I  meant  simply  that  individual  case,  Senator. 

The  Chairman.  If  you  could  do  it  in  that  individual  case  and 
there  was  starvation  on  for  sugar,  you  could  have  done  some  more 
of  it,  could  vou  not? 

Mr.  SuMMERViLLE.  Possibly ;  yes. 

The  Chairman.  As  a  matter  of  fact,  in  the  month  of  October,  the 
latter  part,  beginning,  we  will  say,  about  the  10th  or  the  15th  day 
of  October,  and  running  on  through  the  month  of  October,  the  rail- 
roads were  pretty  generally  hauling  almost  every  kind  of  freight 
that  was  given  to  them,  were  they  not? 

Mr.  SuMMERviLLE.  The  conditions  were  fairly  reasonable. 

The  Chairman.  I  am  not  talking  about  emergency  freights,  but 
if  a  man  wanted  to  ship  his  household  goods  or  his  automobile,  or 
if  a  man  wanted  to  ship  some  farm  implements,  or  general  freight, 
which  is  ordinarily  sent  to  railroads,  they  were  accepmg  that  freight 
and  moving  that  freight  to  a  large  extent  clear  up  to  the  1st  day 
of  November? 

Mr.  SuMMERvn^LE.  Thev  were,  but  still  there  were  many  ship- 
ments of  goods  that  could  not  be  made,  and  some  territories  where 
freight  could  not  go. 
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Tho  Chairman.  You  have  since  that  time  cut  out  or  restricted  the 
shipment  of  a  great  deal  of  the  character  of  goods  that  I  have  just 
mentioned,  have  you  not  ? 

Mr.  SuMMERviLLE.  There  was  materinl  restriction,  or  instructions 
providing  foi*  restrictions,  on  December  12. 

The  Chairman.  What  was  that  restriction  on  December  12  put  on? 

Mr.  SuMMERvnxB.  It  was  a  priority  order  of  Judge  Lovett,  which 
gives  preference  to  certain  commodities. 

The  Chahiman.  What  commodities? 

Mr.  SuMMERviixE.  It  does  not  restrict  the  movement  except  as  the 
car  supply  would  be  utilized  for  preferential  shipments. 

The  UHAiRMAN.  That  is  the  same  thing  as  a  restriction.  It  means 
postponement  in  that  case,  not  absolute  refusal.  What  was  that 
priority  order? 

Mr.  SuMMERVHiLE.  That  gives  preference  to  five  different  classes, 
which  includes  food  and  feeds,  railroad  fuel,  and  material  for  by- 
product plants  and  Government  requirements. 

The  Chairman.  State  whether  it  had  the  effect,  or  will  have  the 
effect  of  moving  these  different  articles  that  have  preference  more 
ranidly  than  they  would  otherwise  have  been  moved. 

ilr.  SuMMERViLLE.  It  wiU  have  the  effect,  for  instance,  in  Michi- 
gan, in  giving  preference  and  priority  in  car  supply  to  food  prod- 
ucts. 

The  Chairman.  I  understand,  but  will  it  actually  move  these 
preferential  articles  more  promptly  than  if  the  order  had  not  been 
made? 

Mr.  SuMMERviLLE.  Ycs;  in  our  opinion  it  will. 

The  Chairman.  Will  it  be  a  material  benefit  in  that  respect? 

Mr.  SuMMERnLLE.  We  believe  so;  yes. 

The  Chairman.  Did  the  railroad  companies  stand  ready  to  make 
such  an  order  as  that?  That  is,  does  the  railroad  management  stand 
ready  to  make  such  an  order  as  that  at  any  time  if  they  are  requested 
to,  or  have  they  been  reluctant  and  have  they  refused  to  make  such 
an  order? 

Mr.  Summerville.  The  railroads  have  not  the  authority  to  issue 
such  an  order.  That  would  be  contrary  to  the  rulings  of  the  Inter- 
state Commerce  Commission? 

The  Chairman.  Who  does  that? 

Mr.  Summervilue.  That  was  issued  by  Judge  Lovett. 

The  Chairman,  Of  what? 

Mr.  Summerville.  The  Priority  Board,  representing  the  Presi- 
dent. 

The  Chairman.  Judge  Lovett  is  the  representative  of  the  Food 
Administration? 

Mr.  Summerville.  No  ;  he  is  the  representative  of  President  Wil- 
son.   He  is  the  chairman  of  the  Priority  Board. 

The  Chairman.  The  priority  board? 

Mr.  Summerville.  Yes. 

The  Chairman.  Was  any  request  made  to  you  until  about  Decem- 
lx»r  12,  to  the  railroads,  for  the  giving  of  these  priorities  upon  food- 
stuffs? 

Mr.  Summerville.  Yes,  sir;  we  have  had  a  great  many  lequests. 

The  Chairman.  I  mean,  now,  by  authority?  I  do  not  mean  by 
anything  else. 
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Mr.  SuMMERviLUs.  Well,  yes. 

The  Chaikman.  As  the  administration,  now. 

Mr.  SuMMERviLLE.  Yes,  sir:  the  Food  Administration  have  made 
some  requests,  and  there  have  been  a  great  many,  Senator. 

The  Chairman,  They  have  asked  for  a  general  order  of  that  kind! 

Mr.  SuMMERviLLE.  No ;  because  they  recognized  the  railroads  could 
not  make  out  such  a  general  order. 

The  Chairman.  Well,  you  are  giving  the  reason  why  they  did  not 
do  it.    I  am  just  asking  vou  whether  or  not  they  did  do  it. 

Mr.  SuMMERviLLE.  I  do  uot  bclicve  I  would  be  competent  to  afi- 
swer  that. 

The  Chairman.  You  are  not? 

Mr.  SuMMERViLLE.  To  my  knowledge,  I  do  Imow  that  they  have 
worked  with  the  railroads,  it  seemed  to  us,  with  an  effort  to  move 
those  things  that  had  to  be  moved  and  to  relieve  this  situation  that 
it  seemed  necessary  to  relieve,  and  we  have  had  to  do  some  things 
that  wo  would  net  dare  to  do  under  normal  conditions. 

The  Chairman.  I  understand  the  railroads  have  done  many  things 
that  imder  normal  conditions  might  have  been  in  violation  of  the 
interstate-commerce  law,  and  we  are  none  of  us  making  a  complaint 
about  that  at  all.  We  expect  them  to  be  done.  Do  you  know,  now, 
of  any  request  that  has  been  made — ^I  will  put  it  this  way :  Did  any- 
one representing  the.  Food  Administration  ever  come  to  you  and  in 
substance  or  effect  say  to  you,  "  There  is  a  sugar  famine  goin«^  to  be 
in  the  East ;  there  are  a  lot  of  sugars  out  here  in  California  that  we 
want  to  go  to  the  East"? 

Mr.  Su2^iMERViLLE.  Ycs,  Sir. 

The  Chair3ian.  When  was  that  said? 

Mr.  SuMMERViLLE.  I  do  not  recall  the  date.  I  think  it  was  cither 
in  September,  or  possibly  in  early  October. 

The  Chairman.  Why  did  you  not  get  the  cars  for  that? 

Mr.  SuMMERViLLE.  We  arranged  for  that  movement. 

The  Chairman.  You  did  ^ive  them  the  cars  they  requested? 

Mr.  SuMMERViLLE.  Ycs,  Sir. 

The  Chairman.  Were  the  sugars  moved  promptly? 

Mr.  SuMMERViLLE.  We  think  so;  yes,  sir. 

Mr.  Rolph.  Senator,  will  you  ask  him  why  it  is,  then,  that  sugars 
have  been  held  up  since  September  8,  between  Michigan  and  here! 

The  Chairman.  Is  there  sugar,  you  mean,  between  Washington 
and  New  York? 

Mr.  Rolph.  Between  Michigan  and  New  York. 

The  Chairman.  Between  Michigan  and  New  York,  held  up  since 
September  8? 

Mr.  SuMMERViLLE.  Not  to  my  knowledge.*  I  would  not  have  that 
detail. 

The  Chairman.  You  would  know  if  there  was  any  general  em- 
bargo declared,  or  an  embargo  in  fact,  would  you  not? 

Mr.  SuMMERviLLE.  Not  neccssarily.  There  are  a  great  many  em- 
bargoes issued  and  it  is  impossible  for  us  to  know  of  them  all.  One 
of  our  representatives  looks  after  that. 

The  Chairman.  If  there  was  a  general  embargo  holding  up,  an 
embargo  either  by  order  or  in  fact — ^the  sugar  tied  up— you  would 
know  that,  would  you  not? 
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Mr.  SuHMERviLLB.  In  a  general  way. 

The  Chairman.  In  a  general  way  you  know  nothing  about  this 
holdine  up  of  sugar? 

Mr.  SUMMERVILLE.   I  do  UOt. 

The  Chairman.  Yet  there  might  be  some  sugar  held  up  and  you 
not  know  it? 

Mr.  SuMMERviLLE.  I  would  uot  be  surprised  if  there  was  consider- 
able sugar  that  could  move  that  has  not  moved. 

The  Chairman.  All  right. 

Senator  Lodge.  How  large 'a  proportion  of  the  freight  is  now 
moving  on  priority  orders? 

Mr.  SuMMERViLLE.  I  could  uot  answer  that 

The  Chairman.  That  is  all. 

m 

TESTDHONT  OF  QEOBGE  H.  BOLFH— Eesumed. 

Mr.  KoLPH.  Mr.  Chairman,  you  asked  for  the  contracts  of  the 
Sugar  Factors  Co.  (Ltd.).  I  hand  you  herewith  the  contracts  of 
that  company  with  the  Pennsylvania  Sugar  Co.  and  B.  H.  Howell, 
Son  &  Co. 

Senator  Lodge.  Those  are  Hawaiian  sugars?  ^ 

Mr.  Rolph.  These  are  Hawaiian  sugars.  I  just  want  to  say  that 
80  far  as  the  Sugar  Factors  Co.  are  concerned,  and  the  Hawaiian- 
California  Sugar  Refining  Co.  is  concerned,  or  any  sugar  factory, 
that  I  do  not  now  own  or  have  not  owned  for  many  years  past  a 
single  dollar's  interest  in  any  of  them.  I  have  been  connecteu  with 
the  Hawaiian-California  Sugar  Refining  Co.  only  in  an  official 
capacity  and  interested  only  in  the  way  ofdrawing  a  salary. 

u  he  lJh airman.  You  are  still  drawing  that  salary? 

Mr.  Rolph.  No,  sir;  I  am  not. 

The  Chairman.  When  did  you  quit  drawing  it? 

Mr.  Rolph.  The  9th  of  November. 

The  Chairman.  You  have  ceased  your  connection  entirely  with 
this  company? 

]^Ir.  RoLi*H.  No ;  I  have  asked  them  to  consider  my  position  open, 
to  take  it  up  when  I  go  back. 

The  Chairman.  Are  you  drawing  a  salary  now? 

Mr.  Rolph.  No,  sir. 

The  Chairman.  Are  you  drawing  any  expense  account? 

Mr.  Rolph.  No,  sir ;  not  at  all. 

The  Chairman.  You  are  giving  your  time  entirely  and  your 
salary? 

Mr.  Rolph.  Yes. 

The  Chairman.  And  you  have  laid  down  your  salary? 

Mr.  Rolph.  Yes. 

The  Chairman.  And  you  are  getting  nothing  whatsoever,  and  you 
arc  living  out  of  your  own  means? 

Mr.  Rolph.  Correct.  The  other  question  was  as  to  the  prices  of 
beets. 

The  Chairman.  Let  mo  ask  further:  Do  you  have  any  sugar  lands 
or  any  sugar  holdings  of  any  kind? 

Mr.  Rolph.  Not  in  any  way  whatsoever.  I  do  not  own  a  doUar^s 
interest  in  sugar,  in  either  stocks,  bonds,  or  anything  else. 
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The  Chaibman.  How  long  has  that  been  the  casef 

Mr.  RoLPir.  At  least  10  years. 

Senator  Kenyon.  I  do  not  ask  you  the  size  of  your  salary,  but  did 
you  give  up  a  very  large  salary  to  come  here! 

Mr.  RoLPH.  Yes;  I  did. 

Senator  Kenyon.  Do  you  have  any  allowance  or  expense  accoant! 

Mr.  RoLPH.  From  the  Government? 

Senator  Kenyon.  Yes. 

Mr.  RoLPH.  No,  sir. 

Senator  Kenyon.  Or  from  your  coiftpany? 

Mr.  RoLPH.  No,  sir. 

Senator  Kenyon.  You  pay  your  own  expenses? 

Mr.  RoLPH.  I  do.  The  company  was  very  anxious  not  only  to  pay 
my  salary  but  to  pay  my  expenses. 

Senator  Kenyon.  You  live  at  the  Willard  Hotel? 

Mr.  RoLPH.  No,  sir ;  I  do  not.    I  can  not  afford  it. 

The  Chairman.  These  contracts  may  be  read  later.  In  order  to 
get  along  we  will  let  them  be  marked  as  Rolph  exhibits,  whatever 
their  numbers  will  be. 

The  contracts  referred  to  were  marked,  respectively,  "  Exhibit  No, 
66  (Rolph  3)  "  and  "  Exhibit  No.  67  (Rolph  4) ,"  and  are  here  printed 
in  the  record  in  full,  as  follows : 


Exhibit  No.  66. 
[Rolph  No.  8.] 

This  agreement  made  this  9th  day  of  November,  1915,  by  and  between  the 
Snpir  Factors  Co.  (Ltd.),  a  corporation  organized  and  existing  under  the  la\« 
of  the  Territory  of  Hawaii,  party  of  the  first  part,  hereinafter  called  the 
"  seller,"  and  the  Pennsylvania  Sugar  CJo.,  a  corporation  organized  and  existing 
under  the  laws  of  the  State  of  Pennsylvania,  party  of  the  second  part,  hereio- 
after  called  the  "  buyer." 

Witncsseth,  that  the  parties  hereto,  In  consideration  of  the  mutual  covenants 
and  agreements  hereinafter  mentioned,  do  hereby  covenant  and  agree  as  fol- 
lows, to  wit : 

1.  Agreement  for  sale  of  sugar. — ^The  seller  bargains  and  sells  and  agrees  to 
deliver  to  the  buyer,  and  the  buyer  agrees  to  purchase  and  receive  at  the  porti< 
of  Philadelphia  and  New  York,  or  either  of  them,  at  the  option  of  the  buyer, 
for  the  prices  and  upon  the  conditions  hereinafter  named  50  per  cent  of  tlie 
sugar  available  for  shipment  to  the  Atlantic  coast  of  the  United  States  ot 
America  during  the  crop  year  from  October  1,  1915,  to  September  30,  1916.  and 
the  crop  year  from  October  1,  1916,  to  September  30,  1917,  that  is  to  sfiy.  50 
per  cent  of  all  sugar  produced  during  said  periods  on  the  plantations  in  the 
Hnwailan  Islands  for  which  the  seller  acts  as  agent  or  may  hereafter  durin? 
the  term  of  this  agreement  act  as  agent,  excepting  such  sugar  as  is  sold  for 
local  consumption  or  manufacture  within  the  Hawaiian  Islands  and  excepting 
such  sugar  as  may  be  shipped  to  refineries  on  the  Pacific  coast. 

2.  Plantations. — ^The  said  plantations  for  which  the  seller  now  acts  as  agent 
are  as  follows,  to  wit : 


Hawaiian  Commercial  &  Sugar  Co. 

Hawaiian  Sugar  Co. 

Kalniku  Plantation  Co. 

Koolua  Agricultural  Co.  (Ltd.). 

Mnul  Agricultural  Co. 

McBryde  Sugar  Co.  (Ltd.). 

Apolcaa  Sugar  Co.  (Ltd.). 

Ewa  Plantation  Co. 

Kohala  Sugar  Co. 

Waialua  Agricultural  Co.  (Ltd.). 

Hawaiian  Agricultural  Co. 


Honomu  Sugar  Co. 
Onomea  Sugar  Co. 
Pepeekeo  Sugar  Co. 
Walluku  Sugar  Co. 
Honokaa  Sugar  (>>. 
Pacific  Sugar  Mill. 
Makee  Sugar  Co. 

Hawi  Mill  &  Plantation  Co.  (Ltd.). 
G.  N.  Wilcox    (Grove  Farm  Planta- 
tion). 
Hawaii  Mill  Co.  (Ltd.). 
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Kekaha  Sugar  Co.  (Ltd.). 
Kipahulu  Sugar  Cp. 
The  Kolota  Sugar  Ck). 
Uhue  Plantation  Co.  (Ltd.). 
Pioneer  Mill  Co.  (Ltd.). 
Oahu  Sugar  Co.  (Ltd.). 
The  Waimea  Sugar  Mill  C3o. 


Hamnkua  Mill  Co. 
Kaiwlki  Sugar  Co.  (Ltd.). 
Kukniau  Plantation  Co.  (Ltd.). 
Lnupahoehoe  Sugar  Co. 
Union  Mill  Co. 
Waiakea  Mill  Co. 
Olaa  Sugar  Co.  (Ltd.). 

3.  Mawimum^and  minimum, — It  is  understood  and  agreed  that  the  maximum 
quantity  which  the  buyer  is  obligated  to  purchase  and  receive  from  the  crop  of 
each  of  said  crop  years  shall  be  150,(X)0  short  tons,  and  thot  the  minimum  quan- 
tity which  shall  be  sold  and  delivered  by  the  seller  from  the  crop  of  each  of  said 
crop  years  shall  be  120,000  short  tons,  unforeseen  causes  beyond  the  control  of 
the  seller  excepted.  If  on  account  of  any  such  cause  it  becomes  impossible  to 
deliver  said  minimum  qunntfty  of  sugar,  the  seller  shall  as  soon  as  this  con- 
dition becomes  known  notify  the  buyer  thereof  and  shall  thenceforth  prorate 
any  deficiency  between  its  obligations  under  this  agreement  and  its  other  agree- 
ments for  the  sale  of  sugar. 

4.  Shipments, — ^The  seller  agrees  to  ship  the  sugar  covered  by  this  agreement 
from  ports  of  the  Hawaiian  Islands  at  as  nearly  equal  intervals  as  the  produc- 
tion of  sugar  and  the  transportation  facilities  permit  from  December  1,  lOlH.  to 
September  30,  1916,  and  from  December  1,  1916.  to  September  30,  1917.  The 
date  of  any  shipment  shall  be  determine<l  by  the  date  of  the  bill  of  lading.  The 
seller  agrees  to  furnish,  prior  to  January  1  of  each  year,  a  schedule  of  pro- 
posed shipments. 

5.  Routes, — ^The  seller  agrees  to  ship  the  sugar  covered  by  this  agreement 
by  steamers  via  the  Panama  Canal  when  open  to  commerce.  At  any  time  or 
times  said  canal  is  not  open  to  commerce  the  seller  shall  have  the  option  of 
shipping  via  Cape  Horn  or  via  Straits  of  Magellan  or  via  the  Isthmus  of 
Tehauntepec  or  via  Pacific  Ocean  ports,  thence  by  rail  or  by  rail  and  steamer 
direct 

d  Call  for  orders, — ^The  seller  agrees  that  said  steamers  shall  be  ordered  to 
call  at  Delaware  Breakwater,  there  to  await  orders  of  the  buyer  to  discharge 
either  at  Philadelphia  or  at  New  York.  The  buyer  agi'ees  to  give  such  orders 
within  26  hours  after  arrival  at  Delaware  Breakwater,  Sundnys  and  legal  holi- 
days excepted,  or  to  pay  any  demurrage  for  which  the  seller  may  be  liable  to 
the  steamship  company. 

7.  DcHrerp. — All  sugars  shall  be  dellverefl  in  accordnnce  with  the  custom  of 
the  port  of  Philadelphia,  or  of  the  port  of  New  York,  In  good  or^r  and  sound 
<^mlitlons,  except  as  hereinafter  provlde<l,  on  such  safe  wharf,  dock,  or  pier 
where  vessels  can  at  all  times  lie  safely  afloat  as  shnll  be  desiguate<l  by  the 
buyer.  The  buyer  shall  have  the  privilege  of  ordering  the  vessel  or  shipment  to 
be  discharged  at  more  than  one  wharf,  dock,  or  pier,  but  the  extra  expense  in 
that  event  shall  be  paid  by  the  buyer. 

The  buyer  agrees  to  receive  cargo  at  the  port  of  discharge  from  tin*  steam- 
ship's tackles  at  the  average  rate  of  1,250  tons  per  wcMther  work  in.?  day, 
Sundays,  legal  holidays,  and  causes  beyond  the  control  of  the  buyer  excepted. 

The  buyer  agrees  that  In  case  of  steamers  of  a  size  or  draft  too  great  to 
lie  «t  the  designated  dock  It  will  provide  at  its  expense  covered  lighters  ac- 
ceptable to  the  steamship  company  in  sufllcleut  number  to  take  care  of  the 
discharge  of  cargo  as  above  provided. 

In  the  event  of  the  delay  of  any  steamship  through  failure  of  the  buyer  to 
take  delivery  at  the  rate  herein  specified,  the  buyer  agrees  to  pay  any  demur- 
rage for  which  the  seller  may  be  liable  to  the  steamship  company. 

8.  Price  and  basis. — ^The  buyer  agrees  to  pay  to  the  seller  for  each  and 
every  pound  of  sugar  dellveretl  the  same  pri(e  at  which  centrifugnl  sugars 
were  sold  on  a  basis  of  96*  polarization  In  the  New  York  and  Philadelphia 
markets  for  delivery  at  the  port  of  New  York  or  the  port  of  Philadelphia,  in- 
cluding duty,  if  any,  on  the  average  of  10  sugar  market  days  previous  to  the 
dnte  of  arrival  of  such  sugar  at  Delaware  Breakwater. 

The  selling  price  of  centrifugal  sugar  in  the  New  York  and  Philadelphia 
markets  shall  be  ascertained  by  the  reports  of  Nevers  &  Cnllaghan,  sugar 
brokers  in  New  York  City,  if  satisfactory,  and.  In  case  of  dissntlsfat  tlon.  by  the 
reports  of  any  other  reputable  sugar  broker  in  said  city  who  may  hereafter 
be  agreed  upon  by  the  parties  hereto.  Snld  selling  price  shnll  be  deemed  to  be 
the  price  at  which  bona  fide  sales,  whether  private  or  public,  of  spot  sugar 
or  sugars  reasonably  due  in  28  days,  including  duty,  If  any,  are  actually  made 
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Ill  the  rcpulnr  course  of  trade,  for  a  minimum  quantity  of  200  tons,  but  shall 
not  include  sales  of  Ejjyption  crystals,  nor  sales  to  tobacconists,  nor  of  proc^rj 
supar  for  direct  consumption,  nor  sales  of  sugars  for  export  to  Canad:u  nor 
sales  of  Hawaiian  sugars  in. the  open  markets  of  New  York  or  Philaclelphia. 
nor  sales  to  speculators,  nor  siales  of  options  on  the  New  York  Coffee  Exchange. 

In  case  there  are  sales  of  different  lots  above  the  minimum  quantity  of  300 
tons  at  different  prices  on  the  same  day,  then  the  average  of  the  bona  fiile 
prices  paid  on  such  day  regardless  of  quantity  of  such  lots  shall  govern.  In 
case  there  are  no  such  sales  on  any  one  or  more  of  the  10  days  specified,  the 
last  previous  day's  quotation  shall  be  considered  the  quotation  of  such  day  or 
days  of  no  sales. 

In  case  the  latest  reported  price  for  said  centrifugal  sugar  shall  be  for  ausar 
afloat  or  for  prompt  shipment,  but  reasonably  due  within  28  days,  being  either 
the  quotation  known  In  the  trade  as  "  cost  and  freight "  or  that  known  as  "  cost 
freight,  and  insurance,"  then  there  shall  be  added  to  such  reportetl  price  sudi 
sum  or  sums  as  shall  make  it  the  duty  paid  equivalent  of  "  spot  sales "  of 
sugar  of  the  same  quality,  the  pound  sterling  being  converted  Into  United 
States  currency  at  the  average  recorded  rate  of  sight  exchange  of  the  National 
City  Bank  of  New  York  on  date  of  sale,  and  the  loss  of  weight  on  Java  car- 
goes sold  on  invoice  weights  being  considered  to  be  one-half  of  1  per  cent 

It  Is  un<leretooil  and  agreed  that  the  date  of  arrival  of  sugar  for  the  pur- 
poses of  this  agreement  shall  be  the  date  of  arrival  of  the  steamer  at  or  off 
Delaware  Breakwater  as  first  reported  by  the  Philadelphia  Maritime  Exchange, 
OT  if  the  steamer  Is  Intercepted  by  orders  off  Delaware  Breakwater  and  not 
reported,  then  the  date  of  delivery  of  such  orders.  In  case  any  steams  shall 
by  mutual  agreement  be  ordered  direct  to  Philadelphia,  the  date  of  arrival 
shall  be  the  date  of  passing  Delaware  Breakwater  as  reported  by  said  Phila- 
delphia Maritime  Exchange,  and  in  case  any  steamer  shall  by  mutual  agree- 
ment be  ordered  direct  to  New  York,  the  date  of  arrival  shall  be  12  hours  prior 
to  the  actual  time  of  arrival  at  upper  quarantine  in  New  York  Harbor  as  re- 
ported by  the  Maritime  Association  of  the  Port  of  New  York. 

If  sugjirs  are  delivered  by  railroad,  the  date  of  arrival  shall  be  the  date  as 
the  same  shall  appear  on  the  reconls  of  tlie  railroad  company. 

0.  Deductions  and  additions. — The  price  as  above  ascertained  for  centrlfacal 
sugjtrs  of  DC*  polarization  shall  be  subject  to  the  following  deductions  and 
additions : 

First.  On  all  sugars  of  03*  polarization  and  upward  a  flat  deduction  of  one- 
tenth  of  a  cent  or  0.10  cent  a  ptiund,  aud  on  all  sound  sugars  below  93*  polorl- 
zfltion  a  fiat  {Reduction  of  nine-fortieths  of  a  cent  or  0.225  cent  per  iiound. 

Second.  On  all  sugars  above  90*  polarization  an  addition  of  oue-thlrty-seoond 
of  a  cent  x^r  pound  per  <legree  plus  the  difference  In  duty  per  degree  on  Cuban 
sugars,  being  a  total  addition  under  the  law  aud  treaty  In  force  at  the  date  of 
this  ngreeuient  of  0.05205  cent  per  pound  per  d^ree;  fractions  of  a  degree  la 
proportion. 

Third.  On  all  sugars  below  96*  polarization  down  to  and  Including  94*  polari- 
zation a  deduction  of  one-sixteenth  of  a  cent  r>er  pound  per  degree  plus  tlw 
difference  in  duty  per  degree  on  Cuban  sugars,  being  a  total  deduction  at  pres- 
ent as  aforesaid  of  0.0833  cent  per  pound  per  degree ;  fractions  of  a  degree  in 
proportion. 

Fourth.  On  all  sugars  below  94*  polarization  a  deduction  of  three  thlrtj- 
scconds  of  a  cent  per  pound  per  degree  from  the  basis  of  sugar  of  94*,  plus  the 
difference  In  duty  per  degree  on  Cuban  sugars,  l)eing  a  total  deduction  at  pres- 
ent as  aforesaid  of  0.11455  cent  per  pound  per  degree;  fractions  of  a  degree  in 
proportion. 

10.  Tariff  changes, — It  Is  understood  and  agreed  that  during  the  time  elapsinu 
between  the  signing  of  a  bill  generally  changing  the  tariff  duty  on  sugars  aud 
the  (late  that  the  law,  or  portion  of  the  law  affecting  sugar,  takes  effect  nut 
exceeding,  however,  a  period  of  CO  days  1  mined  lately  preceding  the  date  of 
taking  effect,  either  party  at  Its  option  may  refuse  to  deliver  or  to  accept 
sugjirs  under  this  agreement. 

11.  Polarization. — The  grade  of  all  sugars  delivered  under  this  agreement 
shall  be  determined  by  polarization  made  by  both  parties  hereto,  throuj,')i 
competent  and  Impartial  chemists  employed  by  each  of  them,  from  samples  to 
be  Jointly  taken  uiM>n  the  delivery  of  ouch  lot,  .^^ainpllng  at  least  one  in  four 
bags  of  each  mark  of  all  such  lots;  a  third  polarization  ^lall  l>e  made  by  and 
according  to  the  custom  of  the  New  York  Stigar  Tracle  Lalwratory,  and  tlie 
average  of  the  two  nearest  polarizations  sliall  be  the  basis  of  settlement. 
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12.  Weight  and  tare, — ^Tlie  welpht  of  ench  lot  of  miimr  shall  be  determined 
lit  time  of  delivery  by  the  seller  or  Its  nfi^nts  and  checked  by  the  buyer.  If  n 
s^'hedule  tare  can  not  he  arran;;ed  to  the  nnitiml  satisfaction  of  buyer  and 
seller,  then  the  actual  tare  of  all  su^rs  delivered  under  this  agreement  sliall 
be  ascertained  according;  to  the  custom  of  the  trade  and  deducted. 

13.  Title  to  Sitffar. — ^The  title  to  the  sugar  deliverwl  under  this  agreement 
shall  pass  to  the  buyer  as  soon  as  weighed  at  port  of  delivery. 

14.  Loss  of  sugar. — ^All  sugars  shipped  to  the  buyer  which  are  lost  by  Are  or 
perils  of  tlie  sea  in  transit  from  the  Hawaiian  Islands  to  the  port  of  destination 
or  l>efore  title  has  passed  to  the  buyer,  or  which  are  ordered  to  be  sold  for 
account  of  underwriters,  shall  be  deducted  from  the  proportion  and  minimum 
which  the  seller  Is  obligated  to  sell  and  deliver  under  this  agreement. 

15.  Damaged  sugar, — In  case  of  damage  to  any  sugars  delivered  under  this 
agreement  the  buyer  agrees  to  accept  on  the  dock  where  the  sugar  Is  ordered 
by  it  to  be  delivered  all  sugars  which  by  the  application  of  the  salt-water  test 
sliow  evidence  of  salt-water  damage  at  the  actual  polarization  and  at  the  net 
price  hereinabove  mentione<1  for  sound  sugars,  but  with  an  additional  deduction 
for  such  damage  of  three  thirty-seconds  of  a  cent  per  pound.  If  this  allowance 
is  changed  by  custom  of  the  trade,  the  same  change  is  to  apply  to  the  sugars 
thereafter  delivered  under  this  agreement 

The  buyer  also  agrees  to  accept  all  sugars  affected  by  sweat  or  fresh  water 
showing  deterioration  of  2'  or  more  from  the  average  polarization  of  the  sound 
sugars  of  the  same  mark  at  the  actual  polarization  and  at  the  net  price  here- 
liinbove  mentioned,  but  with  an  additional  deduction  of  one-sixteenth  of  a 
cent  per  pound  for  such  damage. 

IG.  Quality,  hags,  etc. — ^The  seller  agrees  that  all  sugars  delivered  under  this 
flsreemeut  shall  be  of  the  usual  grades  and  color  of  Hawaiian  Island  sugars,  as 
tliey  are  turned  out,  without  mixing  the  different  grades  of  dry  sugars;  that 
tbey  shall  he  shipped  In  new  bags  of  standard  quality  when  the  same  are 
rwisonably  procurable,  and  at  all  times  in  good,  sound  bags ;  and  that  uniler  no 
circumstances  whatever  will  any  sugars  subject  to  this  ugreemeut  be  puriwsely 
delayed  In  shipment. 

17.  Payment. — ^The  buyer  agrees  to  pay  for  all  sugars  delivered  under  this 
ngi*eement  net  cash  United  States  gold  coin  or  its  equivalent,  payable  In  New 
York  in  10  days  from  average  date  of  discharge  from  steamer,  whether  to 
whai*f  or  lighter. 

18.  Ton. — ^The  word  "  ton,"  as  used  in  this  agreement,  means  the  short  ton  of 
2,000  pounds. 

10.  Arbitration. — It  Is  further  agreed  that  all  matters  of  disagreement  arising 
under  this  agreement  which  can  not  be  adjusted  by  the  parties  liereto  to  their 
mutual  satlsfacthm  shall  be  left  to  arbitration.  Each  party  shall  select  one 
impartial  arbitrator,  and  the  two  so  selecteil  shall  select  a  third  arbitrator,  and 
the  decision  of  any  two  of  said  arbitrators  shall  be  final  and  conclusive  upon 
the  parties  hereto.  Any  expense  attached  to  such  arbitration  shall  be  divided 
equally  between  the  parties. 

20.  Parties. — ^Thls  agreement  shall  be  binding  upon  tlie  parties  hereto,  tlicir 
successors,  ami  assigns. 

In  witness  whereof  tiie  party  of  the  first  part  has  caused  these  presents  to  he 
signed  by  Its  attorneys  In  fact  thereunto  duly  authorized,  and  the  party  of  the 
sectaul  part  has  caused  Its  coi7)oi*ate  name  to  be  slgtuHl  and  its  corporate  seal 
to  be  allixed  by  Its  px*oiJer  ollicers  thereunto  duly  authorized  the  day  and  year 
fintt  above  written. 

Sugar  Factohs  Co.  (Ltd.), 
By  Its  Attorneys  In  Fact, 

F.   M.    SWANZY. 
J.   F.   HUMUUBG. 

J.  W.  Waldron. 
W'yt,  O.  CooKK. 

A.    (lAUTLKV. 
[SCAX.]  riCNNSYLVAMA    SUGAB   Co., 

By  G.  U.  KAiUJi:,  Jr.. 

President. 
Attest: 

JonN  A.  McCaothy,  Secretary, 
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Exhibit  No.  67. 
[Bolph  No.  4.1 

This  nj^reement  made  this  11th  day  of  November,  1915,  by  and  between  the 
Suffar  Factors  Co.  (I.td.),  a  corporation  organized  and  existing  under  the  law 
of  the  Territory  of  Hawaii,  hereinafter  called  the  "seller,"  which  expreanoG 
shall  include  its  successors  and  assigns,  party  of  the  first  part,  and  Frederick 
H.  Howell.  James  H.  Post,  and  Thomas  A.  Howell,  copartners  doing  business 
under  the  firm  nnme  of  B.  H.  Howell  Son  &  Co.,  hereinafter  called  the  "buyer* 
which  expression  shall  include  the  copartnership,  its  successors,  and  assigns 
and  the  individual  copartners,  their  respective  executors,  administrators,  aod 
assigns,  parties  of  the  second  part. 

Witnesseth,  that  the  seller  and  the  buyer,  In  consideration  of  the  mutual 
covenants  and  agreements  heteiuafter  mentioned,  do  hereby  covenant  and  agree 
as  follows,  to  wit: 

1.  Agrceminit  for  sale  of  nMgar. — ^The  seller  bargains  and  sells  and  agrees  to 
deliver  to  the  buyer,  and  the  buyer  agrees  to  purchase  and  receive  at  the  ports 
of  New  York  and  Philadelphia,  or  either  of  them,  at  the  option  of  the  buyer,  for 
the  prices  and  upon  the  conditions  hereinafter  named,  50  per  cent  of  the  sujrar 
available  for  shipment  to  the  Atlantic  coast  of  the  United  States  of  Americs 
during  the  crop  year  from  October  1,  1915,  to  September  30,  1916,  and  the  crop 
year  from  October  1,  1916,  to  September  30,  1917 ;  that  is  to  say,  50  per  cent  of 
all  sugar  produced  during  said  periods  on  the  plantations  In  the  Hawaiiao 
Islands  for  which  the  seller  acts  as  agent  or  may  hereafter  during  the  term  of 
this  agreement  act  as  agent,  excepting  such  sugar  as  is  sold  for  local  consumih 
tion  or  manufacture  within  the  Hawaiian  Islands,  and  excepting  such  sugar  as 
may  be  shipped  to  refineries  on  the  Pacific  coast 

2.  Plantationa. — The  said  plantations  for  which  the  seller  now  acts  as  agent 
are  as  follows,  to  witi 


Hawi  Mll^&  Plantation  Co.  (Ltd.). 

O.  N.  Wilcox  (Grove  Farm  Plantation). 

Hawaii  Mill  Co.  (Ltd,). 

Kekahn  Sugar  Co.  (Ltd.). 

Kipahulu  Sugar  Co. 

The  Koloa  Sugar  Co. 

LI  hue  Plantation  Co.  (Ltd.). 

Pioneer  Mill  Co.  (Ltd.). 

Oahu  Sugar  Co.  (Ltd.). 

The  Waimea  Sugar  Mill  Co. 

Hamakua  Mill  (>. 

Kaiwlki  Sugar  O).  (Ltd.). 

Kukaiau  Plantation  Co.  (Ltd.). 

Laupahoehoe  Sugar  Co. 

Union  Mill  Co. 

Waiakea  Mill  Ck>. 

Olaa  Sugar  (Jo.  (Ltd.). 


Hawaiian  Commercial  &  Sugar  Co, 

Hawaiian  Sugar  Co, 

Kahuku  Plantation  Co. 

Koolua  Agricultural  Cte.  (Ltd.). 

Maui  Agricultural  Co. 

McBryde  Sugar  Co.  (Ltd.). 

Apokaa.  Sugar  Ck).  (Ltd.). 

Ewa  Plantation  C^. 

Kohala  Sugar  Co. 

Walalua  Agricultural  Co.  (Ltd.). 

Hawaiian  Agricultural  Co. 

Honomu  Sugar  (3o. 

Onomea  Sugar  Oi. 

Per>oekeo  Sugar  C3o. 

Wailuku  Sugar  Co. 

Honokaa  Sugar  Co. 

Pacific  Supir  Mill. 

Mnkee  Sugar  O). 

3.  Maximum  ami  minimum. — It  is  understood  and  agreed  that  the  maximum 
quantity  which  the  buyer  is  obligated  to  purchase  and  receive  from  the  crop  of 
each  of  said  crop  years  shall  be  150,000  short  tons,  and  that  the  minimum 
quantity  which  shall  bo  sold  and  delivered  by  the  seller  from  the  crop  of  each 
of  said  crop  years  shall  be  120,000  short  tons,  unforeseen  causes  beyond  tUe 
control  of  the  seller  excepted.  If  on  account  of  any  such  cause  It  becomes 
liupossible  to  deliver  said  minimum  quantity  of  sugar,  the  seller  shall  as  soon 
as  this  condition  becomes  known  notify  the  buyer  thereof  and  shall  thenceforth 
prorate  any  deficiency  between  Its  obligations  under  this  agreement  and  its 
other  agreements  for  the  sale  of  sugar. 

4.  Shipments. — The  seller  agrees  to  ship  the  sugar  covered  by  this  agreement 
from  ports  of  the  Huwaiinn  Islands  at  as  nearly  equal  Intervals  as  the  prmlue- 
tlon  of  sugar  and  the  transportation  facilities  permit  from  December  1.  1915,  to 
September  30.  1916,  and  from  December  1,  1916,  to  September  30,  1917.  The 
date  of  any  shipment  shall  be  determined  by  the  date  of  the  bill  of  lading.  Tl»e 
seller  agrees  to  furnish  prior  to  January  1  of  each  year  a  schedule  of  proposed 
ohipmenta 
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5.  Route*. — ^The  seller  agrees  to  ship  the  sugar  covered  by  this  agreement  by 
steamers  via  the  Panama  Canal  when  open  to  commerce.  At  any  time  or  times 
said  canal  is  not  open  to  commerce  the  seller  shall  have  the  option  of  shipping 
via  Cape  Horn  or  via  Straits  of  Magellan,  or  via  the  Isthmus  of  Tehuantepec,  or 
via  Pacific  Ocean  ports,  thence  by  rail  or  by  rail  and  steamer  direct. 

6.  Call  for  orders, — ^The  seller  agrees  that  said  steamers  shall  be  ordered  to 
call  at  Delaware  Breakwater,  there  to  await  orders  of  the  buyer  to  discharge 
either  at  New  York  or  at  Philadelphia.  The  buyer  agrees  to  give  such  orders 
within  26  hours  after  arrival  at  D^aware  Breakwater,  Sundays  and  legal  holi- 
dnys  excepted,  or  to  pay  any  demurrage  for  which  the  seller  may  be  liable  to 
tiie  Rtenmshlp  company. 

7.  Dcliiery, — All  sugars  shall  be  delivered  in  accordance  with  the  custom  of 
the  port  of  New  York  or  of  the  port  of  Philadelphia,  in  good  order  and  sound 
condition,  except  as  hereinafter  provided,  on  such  safe  wharf,  dock,  or  pier, 
where  vessels  can  at  all  times  lie  safely  afloat,  as  shall  be  designated  by  the 
buyer.  The  buyer  shall  have  the  privilege  of  ordering  the  vessel  or  shipment  to 
be  discharged  at  more  than  one  wharf,  dock,  or  pier,  but  the  extra  expense  in 
that  event  shall  be  paid  by  the  buyer. 

The  buyer  agrees  to  receive  cargo  at  the  port  of  discharge  from  the  stenmship*8 
tackles  at  the  average  rate  of  1,250  tons  per  weather  working  day,  Sundays, 
legal  holidays,  and  causes  beyond  the  control  of  the  buyer  excepted. 

The  buyer  agrees  that  in  case  of  steamers  of  a  size  or  draft  too  great  to  lie  at 
the  designated  dock,  it  will  provide  at  its  expense  covered  lighters  acceptable  to 
the  steamship  company  in  sufficient  number  to  take  care  of  the  discharge  of 
cargo  as  above  provided. 

In  the  event  of  the  delay  of  any  steamship  through  failure  of  the  buyer  to 
take  delivery  at  the  rate  herein  specified,  the  buyer  agrees  to  pay  any  demur* 
rage  for  which  the  seller  may  be  liable  to  the  steamship  company.  ' 

8.  Price  and  basis, — ^The  buyer  agrees  to  pay  to  the  seller  for  each  and  every 
pound  of  sugar  delivered  the  same  price  at  which  centrifugal  sugars  were  sold 
on  a  basis  of  06"  polarization  in  the  New  York  and  Philadelphia  markets  for 
delivery  at  the  port  of  New  York  or  the  port  of  Philadelphia,  including  duty,  if 
any,  on  the  average  of  10  sugar  market  days  previous  to  the  date  of  arrival  of 
such  sugar  at  Delaware  Breakwater. 

The  selling  price  of  centrifugal  sugar  in  the  New  York  and  Philadelphia  mar- 
kets slmll  be  ascertained  by  the  reports  of  Nevers  &  Callaghan,  sugar  brokers 
in  New  York  City,  if  satisfactory,  and  In  case  of  dissatisfaction  by  the  reports 
of  any  other  reputable  sugar  broker  In  said  city  who  may  hereafter  be  agreed 
upon  by  the  parties  hereto.  Said  selling  price  shall  be  deemeil  to  be  the  price  at 
which  bona  fide  sales,  whether  private  or  public,  of  spot  sugar  or  sugars  rea- 
sonably due  in  28  days,  including  duty,  if  any,  are  actually  made  in  the  regidar 
course  of  trade,  for  a  minimum  quantity  of  200  tons;  but  shall  not  Include  sales 
of  Egyptian  crystals  nor  sales  to  tobacconists  nor  of  grocery  sugar  for  direct 
consumption,  nor  sales  of  sugars  for  export  to  Canada,  nor  sales  of  Hahvallan 
sugars  in  the  open  markets  of  New  York  or  Philadelphia,  nor  sales  to  speculators, 
nor  sales  of  options  on  the  New  York  Coffee  Exchange. 

In  cose  there  are  sales  of  different  lots  above  the  minimum  quantity  of  200 
tons  at  different  prices  on  the  same  day,  then  the  average  of  the  bona  fide 
prices  paid  on  such  day  regardless  of  quantity  of  such  lots  shall  govern.  In 
case  there  are  no  such  sales  on  any  one  or  more  of  the  10  days  specified  the 
Inst  previous  day's  quotation  shall  be  considered  the  quotation  of  such  day  or 
days  of  no  sales. 

In  case  the  latest  reported  price  for  said  centlfugal  sugar  shall  be  for  sugar 
afloat  or  for  prompt  shipment,  but  reasonably  due  within  28  days,  being  either 
the  quotation  known  in  the  trade  as  "  cost  and  freight,"  or  that  known  as  "  cost, 
freight,  and  insurance,"  then  there  shall  be  added  to  such  reported  price  such 
sum  or  sums  as  shall  make  It  the  duty  paid  equivalent  of  "  spot  sales  "  of  sugar 
of  the  same  quality,  the  pound  sterling  being  converted  Into  United  States  cur- 
rency at  the  average  recorded  rate  of  sight  exchange  of  the  National  City  Bank 
of  New  York  on  date  of  sale,  and  the  loss  of  weight  on  Java  cargoes  sold  on  in- 
voice weights  being  considered  to  be  one-half  of  1  per  cent. 

It  Is  understood  and  agreed  that  the  date  of  arrival  of  sugar  for  the  purposes 
of  this  agreement  shall  be  the  date  of  arrival  of  the  steamer  at  or  off  Delaware 
Breakwater  as  first  reported  by  the  Philadelphia  Maritime  Exchange,  or  if  the 
steamer  is  Intercepted  by  orders  off  Delaware  Breakwater  and  not  reported, 
then  the  date  of  delivery  of  such  orders.    In  case  any  steamer  shall  by  mutual 
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afH'eeinent  be  ordered  direct  to  Philadelphia  the  date  of  arrivnl  shall  be  the  dnte 
of  passing  Delaware  Breakwater  as  reported  by  said  Philadelphia  Maritime  Ex- 
cliange,  nnd  la  case  any  steamer  shall  by  mutual  ap*eement  be  ordered  direct 
to  New  York  the  date  of  arrival  shall  be  12  hours  prior  to  the  actual  time  of 
arrlvnl  nt  upper  quarantine  in  New  York  Harbor  as  reported  by  the  Maritime 
Association  of  the  Port  of  New  Yorlc 

If  supirs  are  delivered  by  railroad  the  date  of  arrival  shall  be  the  date,  as  the 
same  shall  appear  on  the  records  of  the  railroad  company. 

9.  DedvciiimB  and  additions. — ^The  price  as  above  ascertained  for  centrtfupl 
sugars  of  96"  polarization  shall  be  subject  to  the  following  deductions  ami 
additions: 

First.  On  all  sugars  of  93"  polarization  and  upward  a  flat  deduction  of  one- 
tenth  of  a  cent,  or  0.10  cent  a  pound,  and  on  nil  sound  sugars  below  93*  polarlia- 
tlon  a  flat  deduction  of  nine-fortieth  of  a  cent,  or  0.225  cent  per  pound. 

Second.  On  all  sugars  above  96"  polarization  an  addition  of  one  thirty-iiecond 
of  a  cent  per  pound  per  degree,  plus  the  dlflference  in  duty  per  degree  on  Culran 
sugars,  being  n  total  addition  under  the  law  and  treaty  in  force  at  the  date  of 
this  agreement  of  0.05205  cent  per  pound  per  degree;  fractions  of  n  degree  in 
proportion.  . 

Third.  On  all  sugars  below  96'  polarization  down  to  and  including  94"  polari- 
zation a  deduction  of  one-sixteenth  of  a  cent  per  pound  per  degree,  pins  the 
difference  in  duty  per  degree  on  Cuban  sugars,  being  a  total  deduction  ot  present 
as  aforesaid  of  0,0833  cent  per  pound  per  degree ;  fractions  of  a  degree  in  pro- 
portion. 

Fourth.  On  all  sugars  below  94"  polarlzaticm  a  deduction  of  three  thirty-sec- 
onds of  a  cent  per  pound  per  degree  from  the  basis  of  sugar  of  94",  plus  the 
difference  in  duty  per  <legree  on  Cuban  sugars,  being  a  total  deduction  at  pres- 
ent n^  aforesaid  of  0.11455  cent  per  pound  per  degree ;  fractions  of  a  degree  in 
proportion. 

10.  Taiiff  chanffcs, — It  is  undei*stood  and  agreed  that  during  the  time  elapsin? 
between  the  signing  of  a  bill  generally  changing  the  tariff  duty  on  sugars  ami 
the  date  that  the  law,  or  portion  of  the  law  affecting  sugar,  takes  effect  not 
exceeding,  however,  a  perloil  of  60  daj's  immediately  preceding  the  date  of 
taking  effect,  either  party  at  Its  option  may  refuse  to  deliver  or  to  accept  sugars 
under  this  agreement. 

11.  Polariziiiion. — The  grade  of  all  sugars  delivered  under  this  agreement  shall 
be  determined  by  polarization  made  by  both  parties  hereto,  through  competent 
and  Impartial  chemists  employed  by  each  of  them,  fj:om  samples  to  be  jointly 
taken  upon  the  delivery  of  each  lot,  sampling  nt  least  one  in  four  bags  of  e:ich 
mark  of  all  such  lots ;  a  third  polarization  shall  be  made  by  and  according  ta  the 
custom  of  the  New  York  Sugar  Trade  Laboratory,  and  the  average  of  the  two 
nenre?t  polarizations  shall  be  the  basis  of  settlement. 

12.  ^Vcight  and  tare. — ^The  weight  of  each  lot  of  sugar  .shall  be  d^ermine<l  at 
time  of  delivery  by  the  seller,  or  Its  agents,  and  checked  by  the  buyer.  If  a 
scheflule  tare  can  not  be  arranged  to  the  mutual  satisfaction  of  buyer  and  seller, 
then  the  actuni  tare  of  all  .sugars  delivered  imder  this  agreement  shall  be  ascer- 
tained according  to  the  custom  of  the  trade  and  deducted. 

13.  Title  to  sugar, — The  tit'e  to  the'supiar  delivered  under  this  agreement  shall 
pass  to  the  buyer  as  soon  as  weighed  nt  port  of  delivery. 

14.  Losft  of  sitgar. — All  sugars  shipped  to  the  buyer  which  are  lost  by  fire  or 
perils  of  the  sea  In  transit  from  the  Hawaiian  Islands  to  the  port  of  destinntion, 
or  before  title  has  passed  to  the  buyer,  or  whirli  are  ordered  to  be  sol<l  for 
accomit  of  undenvrlters,  shaU  be  deducted  from  the  proportion  and  minimum 
which  the  seller  Is  obligated  to  sell  and  deliver  under  tills  agreement. 

15.  Damaged  sugar. — In  case  of  damage  to  any  sugars  delivered  under  this 
agreement  the  buyer  agrees  to  accept  on  the  dock  where  the  sugar  Is  ordered  b.v 
it  to  be  dellvereil  nil  sugars  which  by  the  application  of  the  salt-water  test  show 
evidence  of  salt-woter  damage  at  the  actual  polarization  and  at  the  net  price 
hereinabove  mentioned  for  sound  sugars,  but  with  an  additional  deduction  for 
such  <laniage  of  ^  of  a  cent  per  pound.  If  this  allowance  is  changed  by  custom 
of  the  trmlc.  the  same  change  is  to  opply  to  the  sugars  thereafter  delivered  under 
tills  agreement. 

The  buyer  also  agrees  to  accept  all  sugars  affected  by  sweat  or  fresh  water 
showing  deterioration  of  2  degrees  or  more  from  the  average  polarization  of  the 
sound  sugars  of  the  same  mark  at  the  actual  polarization,  and  at  the  net  price 
hereinabove  mentioned,  but  with  an  additional  deduction  of  tV  of  a  cent  per 
I)ound  for  such  damage. 
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la  QitaWy,  baffs,  etc. — ^The  seller  agrees  that  all  sugars  delivered  under  this 
n^eenient  shall  he  of  the  usual  grades  and  color  of  Hawaiian  Islnnd  sugars,  as 
they  are  turned  out  without  mixing  the  different  grades  of  dry  sugars ;  that  they 
shall  be  shipped  In  new  bags  of  standard  quality  when  the  same  are  reasonably 
Iii-ocurnble,  and  at  all  times  In  good  sound  bags;  and  that  under  no  clrcum- 
stiinces  whatever  will  any  sugars  subject  to  thlrf  agreement  be  purposely  delayed 
in  sliipraent. 

17.  Payment— The  buyer  agrees  to  pay  for  all  sugars  dellvere<l  under  this 
nsreeraent  net  cash  United  States  gold  coin  or  its  equivalent,  payable  in  New 
Vorlv  in  10  days  from  average  date  of  discharge  from  steamer,  whether  to  wharf 
or  lighter. 

18.  Ton, — ^The  word  "  ton  "  as  used  In  this  agreement  means  the  short  ton  of 
2,000  pounds. 

19.  Arbitration, — It  is  further  agreed  that  all  matters  of  disagreement  arising 
under  this  agreement,  which  can  not  be  adjusted  by  the  parties  hereto  to  their 
mutual  satisfaction,  shall  be  left  to  arbitration.  Each  party  shall  select  one 
impartial  arbitrator,  and  the  two  so  selecied  shall  select  a  third  arbitrator,  and 
the  decision  of  any  two  of  said  arbitrators  shall  be  final  and  conclusive  upon  the 
parties  hereto.  Any  expense  attached  to  such  arbitration  shall  be  divided  equally 
between  the  parties. 

20.  Parties, — ^Thls  agreement  shall  be  binding  upon  the  parties  hereto,  their 
executors,  administrators,  successors,  and  assigns. 

In  witne5»  whereof  the  party  of  the  first  par.y  has  caused  these  presents  to  be 
sijrnwl  by  its  attorneys  in  fact  thereunto  duly  authorized  and  the  parties  of  the 
second  part  have  signed  these  presents  tlie  day  and  year  first  above  written. 

•  Sugar  Factors  Co.  (Ltd.), 

By  its  attorneys  in  fact, 

F.   lil.   SWANZY. 
J.   F.  HUMHURQ. 

J.  W.  Waldron. 
Wm.  G.  Cookk. 

A.  Oartley. 

B.  H.  Howell  Son  &  Co. 

Mr.  RoLPH.  In  regard  to  beet  prices,  the  normal  price  in  California 
was,  some  time  ago,  $5.70.  In  1917  that  price  was  advanced  to  the 
(Kiuivalent  of  7  cents— $7,  with  $8.20  for  19  per  cent  beets.  The  $5.70 
is  for  19  per  cent  beets;  $8.70  for  1917  is  for  19  per  cent  beets,  and  the 
contracts  which  are  now  offered  for  1918  are  tne  equivalent  of  $9.50 
for  19  per  cent  beets. 

Senator  Vabdaman.  What  does  that  mean — 19  per  cent  beets? 

Mr.  RoLPH.  All  the  beet  contracts  are  based  on  a  beet  containing  a 
certain  percentage  of  sugar — 15  percent.  If  the  beet  contains  more 
or  less  sugar,  they  are  paid  a  higher  or  a  lower  price,  in  proportion  to 
the  sugar  content  of  the  beets. 

The  Chairman.  You  mean  now,  by  these  figures  you  have  given  us, 
to  give  us  a  complete  statement  in  regard  to  the  prices  in  California, 
or  are  those  figures  simply  the  prices  paid  by  certain  factories  or  in 
certain  localities? 

Mr.  RoLPH.  These  are  for  seven  of  the  sugar  factories  in  California. 

The  Chairman.  Where  did  you  get  those  figures? 

Mr.  RoLPH.  These  figures  were  handed  me  by  Mr.  Peck,  the  presi- 
dent and  manager  of  the  Annaheim  Sugar  Co. 

The  Chairman.  When? 

Mr.  RoLPH.  Last  night. 

The  Chairman.  Mr.  Peck  is  here? 

Mr.  RoLPH.  Mr.  Peck  is  in  Washington;  yes. 

The  Chair^ian.  Yes. 

Mr.  RoLPH.  In  Utah,  in  1916,  there  was  a  $5  flat  rate  for  15  per 
cent  beets,  and  25  cents  less  for  each  per  cent  below,  and  a  50-cent 
bonus  per  ton  was  also  paid  in  addition. 
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In  1917  there  was  a  $7  flat  rate  for  15  per  cent  beets  and  25  cents 
less  for  each  per  cent  below,  and  a  50-cent  Donus  per  ton  was  also  paid 
in  addition. 

For  1918  there  was  a  flat  rate  of  $8.50,  with  the  same  additions  and 
reductions  as  for  the  previous  years.  So  that  there  is  an  optional 
profit-sharing  contract  guaranteeing  $7  per  ton  and  dividing  all  re- 
ceipts for  sugar  half  and  half  with  tne  grower  over  a  certain  price  for 
sugar. 

The  Chairman.  That  is  very  important.  What  was  that  certain 
price? 

Mr.  KoLPii.  It  is  down  here  at  $5.50,  but  I  do  not  know  whether 
that  is  correct  or  not. 

The  Chairman.  $5.50  is  so  high  that  there  is  not  much  left  to 
divide,  is  there? 

Mr.  RoLPH.  $5.50? 

The  Chairman.  Yes. 

Mr.  RoLPH.  No;  $5.50  is  comparatively  low.  It  is  about  the  cost 
of  producing  beet  su^ar  at  the  factory. 

The  Chairman.  It  is  about  $1  above,  I  guess  you  will  find  out. 

Mr.  RoLPH.  In  Colorado  in  1917  the  rate  for  12  to  14  per  cent  beets 
was  $6.50.  For  15  per  cent  beets  it  was  $7  plus  the  25  cents  for  each 
additional  per  cent. 

In  the  1918  contract  the  rate  for  12  to  14  per  cent  beets  was  $8.37i^ 
and  for  15  per  cent  beets  $8.75  plus  25  cents  for  each  additional  per 
cent  of  sugar. 

In  connection  with  this  whole  question  of  the  beet  price  I  would 
say  that  a  commission  is  being  set  up  in  the  Food  Administration  to 
investigate  the  whole  question  of  the  prices  paid  the  farmer. 

The  Chairman.  When  did  you  commence  to  set  that  commission 
up? 

Mr.  RoLPH.  The  question  has  been  under  discussion  for  two  weeks, 
I  should  say. 

The  Chairman.  As  a  matter  of  fact,  there  was  not  anything  done 
about  that  until  these  beet-sugar  people  came  here  to  this  hearingr 
and  some  of  them  liave  been  waiting  here? 

Mr.  RoLPH.  I  b§g  your  pardon. 

The  Chairman.  As  a  matter  of  fact,  that  arrangement  is  now  be- 
ing discussed — about  11  o'clock — is  it  not? 

Mr.  RoLPH.  I  know  that  I  personally  invited  some  of  the  Califor- 
nia beet  people  on  here  two  weeks  ago,  myself,  for  the  purpose  of 
diFCUssing  the  same  subject  and  of  going  into  it. 

The  Chairman.  Of  price  fixing? 

Mr.  RoLPH.  Not  price  fixing;  no. 

The  Chairman.  Into  what;  the  price  they  would  get  for  tlicir 
beets  ? 

Mr.  Rolph.  Going  into  the  question  of  what  would  be  a  fair  divi- 
sion of  the  price. 

The  Chairman.  To  what  purpose,  now,  unless  you  were  to  hnve 
something  to  grow  out  of  it;  why  were  you  trying  to  ascertain  what 
would  be  a  fair  division? 

Mr.  RoLPH.  The  beet  farmers,  or  some  of  them,  had  claimed  that 
Ihe  prices  which  were  allowed  by  the  factories  for  the  beets  were  too 
low,  as  I  understood  the  situation.    I  am  not  a  beet-sugar  manufac- 
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turer,  and  I  am  wholly  at  sea  in  discussing  the  beet  question,  and  so 
I  invited  them  on  to  hear  their  story. 

The  Chairman.  Now,  you  did  hear  their  story,  and  nothing  was 
done  about  it? 

Mr.  BoLPH.  No;  I  have  not  heard  their  story  yet. 

The  Chairman.  You  have  not  heard  it  yet  ? 

Mr.  BoLPH.  No,  sir. 

The  Chairman.  Their  story  is  being  heard,^  and  there  is  a  discus- 
sion going  on?  Do  you  not  understand  that  there  is  a  discussion 
being  held  this  morning  between  the  Food  Administration  and  the 
beet-sugar  producers — I  mean  the  sugar-beet  producers? 

Mr.  KoLPH.  I  did  not  know  that  there  was  a  meeting  going  on 
this  morning,  but  I  knew  there  was  a  commission  to  be  set  up.  I 
knew  that  several  days  ago. 

The  Chairman.  They  are  discussing  now  the  question  of  whether 
or  not  they  will  have  a  commission,  are  they  not? 

Mr.  KoLPH.  Yes. 

The  Chairman.  And  not  the  question  of  the  commission  having 
already  been  agreed  upon  and  set  up 

Mr.  RoLPH.  There  are  a  great  many  things,  Mr.  Chairman,  that  I 
certainly  have  not  had  time  to  take  up,  and  they  will  all  be  taken  up 
in  due  time.  Since  I  have  been  here  I  have  been  engaged  in  this 
work  from  8  o'clock  in  the  morning  until  my  average  bedtime,  which 
is  from  about  half  past  1  until  2  o'clock  in  the  morning;  and  it  is 
impossible  for  me  to  take  up  and  solve  all:  the  troubles  of  everybody 
in  the  sugar  trade — physically  impossible. 

The  Chairman.  Of  course  it  was  impoi^ible,  but  when  you  were 
fixing  the  price  of  sugar 

Mr.  Rolph.  I  never  fixed  the  price.  What  price  do  you  mean? 
What  are  you  talking  about? 

The  Chairman.  It  you  will  let  me  ask  the  question,  I  will  make  it 
plain  to  you. 

Mr.  Rolph.  Pardon  me. 

The  Chairman.  When  you  were  fixing  the  price  of  7.25  for  beet 
sugar,  the  factories  were  using  beets,  and  did  you  think  the  interest 
of  all  the  beet  producers  was  not  a  very  serious  matter,  and  one  that 
ought  to  receive  immediate  attention? 

Mr.  Rolph.  I  tried  to  make  it  clear  yesterday  that  that  question  of 
755  was  purelv  a  voluntary  act — the  very  patriotic  act,  I  thought — 
on  the  part  of  the  beet  factories  in  accepting  and  fixing  their  own 
price,  as  a  voluntary  contract 

The  Chairman.  1" hen,  you  did  not  have  anything  to  do  with  fixing 
the  price  of  7.26? 

Mr.  Rolph.  No;  I  had  to  accept  what  they  were  willing  to  make  it. 

The  Chairman.  Did  you  not  sav  yesterday  that  you  fixed  it  with 
reference  to— -did  you  not  say  yesterday  that  when  you  fixed  that, 
yon  fixed  it  with  reference  to  the  Cuban  price? 

Mr.  Rolph.  No;  I  do  not  .think  I  did. 

The  Chairman.  The  contemplated  Cuban  price  of  4.50. 

Mr.  RoLPH.^  I  think  that  you  suggested  that,  and  I  told  you  that 
I  had  it  in  mind. 

The  Chairman.  Well,  having  it  in  mind,  did  it  have  any  effect  on 
the  negotiations  or  not? 
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Mr.  BoLPH.  I  tried  to  get  the  beet  people  to  make  a  &sjbi  6.25  or 
6.75  voluntary  offer. 

The  Chairman.  Did  you  make  that  little  piece  of  paper,  or  have 
it  made  [handing  paper  to  witness")  ? 

Mr.  RoLPH.  I  "do  not  recall  that,  but  I  would  not  be  surprised. 

The  Chairman.  You  gave  that  to  Mr.  Spreckels,  did  you  not? 

Mr.  EoLPH.  No ;  I  do  not  think  I  did,  out  I  would  not  say  that 
I  did  not. 

The  Chairman.  Wliat  does  that  show,  anyway? 

Mr.  RoLPH.  I  do  not  recognize  this  document  at  all.  It  states, 
''Granulated  sugar  7.25,  less  2  per  cent,  14  cents;  7.11  net" 

The  Chairman.  Of  course,  1  can  read  it.  I  thought  maybe  you 
could  tell  us  what  that  was;  if  that  is  not  a  comparison  in  fact  be- 
tween the  Cuban  prices  and  the  beet  prices,  as  fixed  at  7.25;  is  not 
that  what  it  is? 

Mr.  Rolph.  I  do  not  think  I  ever  had  anjrthing  to  do  with  that 
price,  because  I  have  never  in  all  my  calculations,  until  the  last  few 
days,  referred  to  1.02  on  the  duty,  biit  I  had  gone  very  carefully  into 
the  question  of  the  cost  of  producing  Cuban  sugars,  and  I  had  ob- 
tnined  the  average  cost  price  of  the  production  in  Cuba.  I  had  Mr. 
Sheridan,  of  the  Federal  Tariff  Board— the  Tariff  Board,  I  think 
it  is — come  into  my  office  and  check  over  the  figures  as  best  he  could, 
and  I  was  convinced  by  taking  the  average  cost  of  Cuban  siignrs 
which  were  given  up  to  that  time  as  8.35  pins  the  freight,  with  the 
normal  margin  of  1.12,  that  the  price  of  Cuban  sugars  would  have 
to  be  somewhere  in  the  neighborhood  of  4.50. 

The  CiiAiRMAX.  I  do  not  want  to  be  technical  about  it  at  all  and 
I  do  not  think  you  do,  but  do  you  not  recall  having  given  Mr. 
Spreckels  this  slip  of  paper  when  you  were  discussing  the  question 
of  prices  of  sugars? 

Mr.  RoLPir.  At  what  time? 

The  Chairman.  I  can  not  fix  the  exact  date.  I  ask  you  if  you  did 
not  give  it  to  him  along  during  the  time  these  negotiations  were  go- 
ing on,  or  shortlv  thereafter? 

Mr.  RoLPH.  Which  negotiation  do  you  refer  to? 

The  Chairman.  The  negotiation 

Mr.  KoLPH.  In  regard  to  the  beet  price? 

The  Chairmnn.  Yes. 

Mr.  EoLPH.  The  beet  price  was  settled  on  the  19th  of  September, 
and  tins  document  is  dated  the  5th  of  October,  so  that  I  do  iWt 
think  I  handed  that  to  Mr.  Spreckels. 

The  Chairman.  You  do  not  think  you  handed  it  to  him  at  aU! 

Mr.  RoLPH.  No,  sir. 

The  Chairman.  You  do  not  think  this  was  made  in  your  office? 

Mr.  Rolph.  Sir? 

The  Chairman.  You  do  not  think  this  was  prepared  in  yonr 
office? 

Mr.  Rolph.  I  would  not  say  one  way  or  the  other,  but  I  nerer 
saw  that  before. 

The  Chairman.  There  is  one  other  question  I  want  to  ask  yon  so 
that  there  will  be  no  difference  between  us  in  regard  to  our  under- 
standing. You  presented  a  pint  here  yesterday  showing  sugar 
prices;  I' believe  that  is  before  you  now,  is  it  not? 
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Mr.  BoLPH.  Yes,  sir. 

The  Chairman.  And  I  think  I  asked  you  with  reference  to  that 
plat  as  to  the  average  price  of  sugars  and  you  stated  that  they  had 
run  throughout  the  year  in  accordance  with  that  line  that  is  drawn 
on  the  map,  the  wholesale  prices.  Can  I  have  that  a  little  closer,  so 
I  can  see  the  figures?  [The  plat  was  handed  to  the  chairman.] 
That  is  near  enough.  You  then  stated,  in  substance,  that  the  price 
fixed  of  7.25  was  less  than  the  average  price  for  1917.  I  think  I 
quote  you  correctly. 

Mr.  BoLPH.  Except  in  so  far  as  the  price  was  a  voluntary  price 
with  the  beet  people.  You  realize  that  this  was  a  matter  of  purely 
voluntary  action  on  their  part.  They  were  appealed  to  as  a  patriotic 
measure  to  bring  this  price,  which  was  then  soaring,  from  there 
[indicating]  down  to  here  [indicating],  and  it  was  purely,  I  consid- 
ered, a  patriotic  action  on  their  part  even  in  accepting  the  7.25. 

The  (Jhairman.  I  understand  tliat  it  was  very  patriotic,  and  I  un- 
derstand that  it  was  purely  voluntary,  according  to  your  construc- 
tion. I  also  understand  that  there  was  not  anything  voluntary  about 
any  of  these  arrangements — a  fact  that  can  be  very  easily  demon- 
strated— but  we  will  not  argue  that.    I  wanted  to  get  at  this  question : 

When  you  spoke  of  the  average  price,  did  you  mean  the  average 
price  by  months,  or  did  you  mean  the  average  price  received  per 
pound  Tor  the  crop?  To  make  myself  clear,  by  way  of  explanation, 
starting  in  the  month  of  January,  sugars  were  a  little  above  5  cents, 
according  to  this  map.  Now,  is  it  not  a  fact  that  the  greater  part  of 
the  Cuban  sugar  was  marketed  at  the  lower  prices? 

Mr.  RoLPH.  I  can  not  tell  you  how  much  was  marketed  at  the  lower 
prices,  because  sales  were  made  right  straight  through  to  here  [indi- 
cating] all  through  September 

The  Chairman.  Yes;  I  know  they  were;  but  can  you  not  tell  me 
whether  or  not  it  is  a  fact  that  by  the  month  of  June,  when  sugar  was 
still  below  6  cents,  having  at  one  period  been  slightly  above  that 

Senator  Jones.  Are  you  speaking  of  raw  sugar? 

The  Chairman.  Kaw  sugar.  Let  me  ask  the  question  again,  now : 
Can  you  not  tell  us  whether  or  not,  between  the  month  of  January 
and  the  1st  day  of  July,  the  greater  part  of  the  Cuban  sugars  had 
been  marketed  and  sold? 

Mr.  BoLPH.  No ;  I  can  not  tell  you  that. 

The  Chairman.  Is  it  not  a  fact  tliat  over  two-thirds  of  all  the 
sugars  had  been  sold  at  that  time? 

Mr.  BoLPH.  That  I  can  not  answer. 

The  Chairman.  Is  it  not  a  fact  that  over  three- fourths  of  all  the 
sufi:ars  had  been  sold  at  that  time? 

Mr.  BoLPH.  I  do  not  believe  it  was.  All  I  can  tell  you  is  th^t  the 
sugars  that  the  company  that  I  was  connected  with,  the  raw  sugar 
they  had  on  hand  on  the  1st  day  of  October,  represented  a  net  cost 
of  over  7  cents,  and  we  sold  it  at'7.25  less  2  per  cent,  or  7.10,  there. 

The  Chairman.  Your  company  ? 

Mr.  BoLPH.  Yes,  sir;  and  we  took  a  loss  on  it  of  $700,000. 

The  Chairman.  Which  sugar  is  that? 

Mr.  BoLPH.  That  is  the  sugar  of  the  California-Hawaiian  Sugar 
Refining  Co.,  that  has  been  referred  to  here  so  much,  that  Mr. 
Spreckels  wanted  to  bring  East,  which  was  used  to  alleviate  the 
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famine  situation  in  the  Middle  West.  That  was  all  sold  at  7.25  less 
2  per  cent,  or  7.10,  while  he  was  selling  at  8J,  from  8J  to  8J,  and  since 
that  time  has  been  selling  his  sugar  at  8.35  less  2  per  cent. 

The  Chairman.  Now,  we  will  just  go  back  to  this  proposition: 
First,  you  say  that  you  sold  your  sugar  at  7.25  ? 

Mr.  KoLPH.  Less  2  per  cent. 

The  Chairman.  Less  2  per  cent? 

Mr.  RoLPH.  As  illustrated  by  this  blue  line. 

The  Chairman.  Very  well ;  and  that  you  took  a  loss? 

Mr.  RoLPH.  Yes,  sir. 

The  Chairman.  Do  you  mean  that  you  had  bought  your  sugar  at 
such  a  price  that  the  sale  at  this  price  made  you  out  of  pocket  that 
amount  of  money  ? 

Mr.  RoLPH.  Yes,  sir. 

The  Chairman.  You  had  bought  your  sugar  or  taken  your  sugar 
frcm  yourselves,  had  you  not? 

Mr.  RoLPH.  X  es. 

The  Chairman.  So  that  when  you  say  that  you  had  lost  money^ 
the  way  you  figure  that  out  is  that  the  Factors  Co.,  which  owned  the 
refinfng  company,  had  a  contract  with  the  refining  company  by  the 
terms  of  which  it  was  to  get  a  certain  price  based  on  the  New  York 
market,  and  that  when  it  did  not  get  that  price  there  was  a  loss  of 
the  difference;  and  do  you  say  that  is  an  actual  loss? 

Mr.  RcLPH.  I  not  only  say  that  it  is  an  actual  loss,  but  I  say  that 
the  refining  company  has  just  as  much  money  invested  proportion- 
ately, it  is  just  as  much  a  separate,  individual  entity,  as  the  refinery 
that  Mr.  Sprcckels  is  operating,  and  I  say  that  it  is  entitled  to  its 
profit  for  that  particular  end  oi  the  business ;  and  there  was  no  time 
since  October  1,  when  this  food  bill  went  into  effect  or  when  these  vol- 
untary agreements  went  into  effect,  that  this  sugar  could  not  have 
been  sold  at  8.35.  I  could  have  shipped  it — it  could  have  been  shipped 
into  this  eastern  territory  and  sold  at  8.35.  Instead  of  that,  it  was 
sold 

The  Chairman.  Could  you  ship  it? 

Mr.  RoLPH.  We  could  net  ship  it,  because  there  was  no  available 
tonnage  to  bring  it.    It  was  shipped  as  far  as  it  was 

The  Chairman.  Now,  either  one  of  two  things  is  true;  either  you 
could  have  shipped  it  and  made  the  profit,  or  you  could  not  have 
shipped  it,  and  therefore  could  not  have  made  the  profit.  Now,  which 
is  correct? 

Mr.  EoLPH.  The  fact  of  the  matter  is  that  it  was  shipped  into  the 
Middle  West,  into  the  States  of  Missouri,  Kansas,  Neoraska,  Iowa, 
Indiana 

The*CHAiRMAN.  No;  but  let  us  stick  to  the  text. 

Mr.  EoLPH  (continuing).  And  sold  there  at  7.25. 

The  Chairman.  You  can  not  eat  this  cake  and  have  it,  Mr.  Rolph. 
Either  you  could  ship  that  sugar  and  make  the  profit,  or  you  could 
not.    Now,  could  you  have  shipped  that  sugar  to  the  eastern  seaboard! 

Mr.  EoLPH.  No ;  not  to  the  eastern  seaboard. 

The  Chairman.  Then  you  could  not  have  shipped  it  where  you 
<;oulcl  have  made  the  profit,  could  you? 

Mr.  EoLPiT.  Yes;  I  could  have  in  the  very  States  in  which  I  sold  it 

The  Chairman.  You  could  have  sold  it  in  these  very  States  at  this 
higher  premium? 
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Mr.  SoLPH.  Yes,  sir. 

The  Chaibman.  Very  well.  Now  we  will  come  to  that.  Was  not 
your  contract  between  these  companies  that  the  sugar  was  to  be  sold 
at  the  New  York  price  less  25  cents? 

Mr.  RoLPH.  Yes. 

The  Chairman.  What  was  the  New  York  price? 

Mr.  RoLPH.  This  line  here  that  you  see  [indicating]. 

The  Chairman.  That  was  the  New  York  price? 

Mr.  RoLPH.  That  was  the  New  York  price. 

The  Chairman.  And  did  you  sell  below  the  New  York  price? 

Mr.  EoLPH.  We  bought  §ugar  in  here  findicatinff],  the  raw  sugar 
in  there  [indicating],  and  we  sold  it  on  the  basis  of  that  line,  which 
was  less  than  the  cost. 

The  Chairman.  That  will  not  mean  anything  at  all.  Wlien  you 
sold  your  sugar  on  the  basis  of  this  line  for  October,  was  the  gen- 
eral market  higher  than  you  sold  it? 

Mr.  Rolph.  After  October? 

The  Chairman.  Yes. 

Mr.  EoLPH.  The  market  after  the  1st  of  October  was  6.90  New 
York  for  raw  sugar,  and  we  bought  our  sugar  at 

The  Chairman.  Oh,  well,  you  bought  from  yourselves.  It  is 
funny  to  me. 

Mr.  RoLPH.  It  is  not  funny  when  you  realize  what  it  means. 

The  Chairman.  Very  funny. 

Mr.  Rolph.  We  bought  the  sugar  at  $0.65  raw  and  we  sold  it  at 
$7.10  net,  on  a  margin  of  45  cents,  while  the  margin  that  Mr. 
Spreckels  was  charging  at  that  time  was  $1.30,  and  the  margin  that 
he  liad  been  charging  before  ranged  anywhere  from  $1.80  to  $2.20. 

The  Chairman.  We  will  get  to  that  in  a  moment ;  but  you  bought 
this  sugar  from  yourselves;  and  now  I  want  to  know,  if  you  could 
get  cars  to  ship  this  sugar  to  the  Missouri  River  points,  why  you 
could  not  get  cars  to  ship  it  on  to  eastern  points? 

Mr.  Rolph.  May  I  hand  you  a  letter  from  Mr.  Edward  Chambers, 
the  traffic  manager  of  the  Food  Administration? 

The  Chairman.  Just  answer  me  whether  you  could  have  done  it 
or  not. 

Mr.  Rolph.  No;  because  there  was  a  very  serious  blockade  this 
side  of  Chicago. 

The  CiiAiRiiAN.  And  you  could  not  have  gotten  it  to  the  eastern 
points  if  you  wanted  to? 

Mr.  Rolph.  No  ;  we  could  not  have  shipped  that  sugar  east  of  the 
Alleghenies. 

The  Chairman.  And  you  could  not  have  gotten  it  East.  Oh,  you 
could  have  gotten  it  clear  up  to  the  Alleghenies,  could  you  ? 

Mr.  Rolph.  I  imagine  that  we  could  have  got  it  somewhere  into 
Ohio. 

The  Chairman.  If  you  had  gotten  this  sugar  into  Ohio,  wotild 
that  not  have  relieved  the  demand  that  was  made  upon  the  eastern 
refiners  for  sugar  in  that  part  of  the  country? 

Mr.  Rolph.  No;  because  the  Michigan  and  Ohio  factories  were 
supplying  that  demand. 

The  Chairman.  When  did  they  begin  to  supply  it? 

Mr.  RoLPn.  They  started  up  toward  the  latter  part  of  October. 
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The  Chairman.  If  the  Michigan  and  Ohio  factories  were  supply- 
ing that  demand,  and  you  had  sent  your  sugar  in  there  from  Cali- 
fornia, would  not  then  the  Michigan  sugars  have  been  free  to  have 
moved  over  to  the  Atlantic  seaboard,  or  in  part! 

Mr.  RoLPix.  But  it  took  all  of  the  sugar  that  we  had  to  help  fill  up 
the  gap  in  between. 

The  Chairmax.  I  Icnow  that  is  your  statement,  but  I  am  speaking 
to  this  other  theme.  If  you  had  got  vour  sugars  up  to  the  Allegheny 
Mountains,  they  would  have  supplied  the  place  there  of  sugars  a  part 
of  which  came  from  sources  tnat  could  have  reached  the  Atlantic 
seaboard.    Is  not  that  true? 

Mr.  SoLPH.  Well,  the  point  is  this,  that  the  district  in  between — 

The  Chairman.  But  is  not  that  true? 

Mr.  EoLPH.  I  know,  but  it  is  a  wrong  conclusion  for  you  to  draw, 
because  the  district  in  between,  in  those  States  that  I  have  mentioned 
to  you,  was  just  as  desperately  in  need  of  sugar  as  any  other  part  of 
the  cpuntry. 

The  Chairman.  That  is  your  conclusion,  and  upon  that  minds 
might  differ  and  be  perfectly  honest,  too.  I  am  asking  you  if  it  if 
not  a  fact? 

Mr.  EoLPH.  That  is  a  fact  that  I  have  just  stated. 

The  Chairman.  Is  it  not  a  fact  that  I  have  stated,  that  if  these 
sugars  had  been  sent  from  California  oii  to  the  Atlantic  seaboarl, 
they  would  have  relieved  the  pressure  there  so  that  Michigan  sugars 
and  other  sugars  that  could  have  reached  the  eastern  seaboard  couM 
have  been  employed  in  the  East,  instead  of  being  distributed  to  a 
point  far  west  of  the  AUeghenies?  That  would  have  been  the  result 
if  you  had  sent  your  sugars  in,  would  it  not?  I  am  not  dealing  nnv 
with  the  question  of  whether  y6u  ought  to  have  sent  them  or  not. 
but  that  would  have  been  the  result  if  you  had  done  it,  would  it  not? 
[A  pause.]     Oh,  well,  it  is  obvious.    I  will  not  argue  the  obvious. 

Now,  you  have  done  a  good  deal  of  testifying  here  about  the  higb 
prices  that  were  charged  by  Mr.  Spreckels.  Which  is  the  Spreckel? 
line  on  this  nin.p? 

Mr.  BoLPH.  That  red  line. 

The  Chairman  As  a  matter  of  fact,  beginning  back  in  the  month 
of  January  or  February,  were  there  some  disturbances  in  the  sugar 
situation  ? 

Mr.  EoLPH.  Yes ;  there  were. 

The  CHAIR3IAN.  What  were  those  disturbances  occasioned  by? 

Mr.  BoLPH.  They  were  occasioned  principally  by  troubles  in  Cuba. 

The  Chairman.  Yes;  there  were  troubles  in  Cuba.  The  tendency 
of  those  troubles,  now,  was  what? 

Mr.  Bolph.  To  reduce  the  crop. 

The  Chairman.  Did  it  also  nave  SDme  tendency  to  boost  sugar 
prices  and  to  make  some  consternation  in  the  trade? 

Mr,  Bolph.  Any  disturbance  in  the  production  of  sugar  anywhere 
in  the  world  has  a  tendency  to  advance  prices. 

The  Chairman.  Any  disturbances  of  the  law  of  supply  and  demand 
has  that  effect  ? 

Mr.  Bolph.  Not  necessarily. 

The  Chairman.  Of  course,  that  is  true.  There  might  be  a  dis- 
turbance that  would  put  it  down.    Now,  was  there  some  other  dis- 
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C?nr  ^^^^  ^^^  something  to  do  with  sugar  prices  besides  the 

Mr.  EoLPH.  Not  that  I  know  of,  unless  it  was  the  strikes  in  the 
eastern  refineries  at  that  time. 

??^®5^^^"^^'  ^^^^  ^^  ^^^^  strikes  an  important  factor? 

Mr.  KoLPH.  Not  necessarily  so.  It  would  depend  entirely  on  how 
lonff  thCT  lasted  and  how  many  refineries  were  affected. 

Ihe  Chairman.  Well,  this  is  not  a  matter  of  speculation.  We  are 
not  required  to  moiiire  whether  they  lasted  long  or  might  last  a  long 
cr  a  short  time.  They  did  last  a  certain  time,  and  as  a  sugar  man 
you  know  about  them.  I  am  asking  you  now  if  they  were  a  serious 
disturbing  factor? 

Mr.  BoLPH.  In  the  prices  of  refined  or  the  prices  of  raw,  or  what? 

The  Chairman.  In  the  prices  of  sugar. 

Mr.  BoLPH.  Which  sugar? 

The  Chairman.  Well,  refined  sugar. 

Mr.  EoLPH.  I  should  not  think  that  a  strike  should  materially 
affect  the  price  of  refined  sugar. 

The  Chairman.  I  am  not  asking  you  any  speculative  question.  I 
am  asking  you  about  this  particular  strike.  "When  this  strike  occurred 
m  the  great  mills  or  refineries  of  what  I  will  call,  without  desiring  to 
bo  offensive,  the  Sugar  Trust,  did  it  have  the  effect  of  limiting  the 
supply  of  refined  sugar  ? 

Mr.  RoLPH.  It  would  have  the  effect  of  limiting  the 

The  Chairman.  Did  it? 

Mr.  RoLPH.  It  would  have  the  tendency  of  limiting  the  supply  of 
raw  sugar  and  would  give  the  profiteers  an  opportunity  to  sell  at'any 
price  that  the  buyer  was  willing  to  pay. 

The  Chairman.  Let  us  get  away  from  profiteers.  I  asked  you, 
did  these  great  strikes  occur  in  the  Su^r  Trust  mills? 

Mr.  R01.PH.  I  think  they  occurred  m  practically  all  the  refineries 
in  the  East. 

The  Chairman.  Very  well.  They  did  not  occur  in  Mr.  Spreckels' 
refinery,  did  they? 

Mr.  boLPH.  I  do  not  know  whether  they  did  or  not. 

The  Chairman.  He  raised  his  wages  three  or  four  times,  did  he 
not,  and  kept  his  men  ?   That  is  the  truth,  is  it  not  ? 

Mr.  Eolph.  I  do  not  know.    I  have  not  heard  the  particulars. 

The  Chairman.  Very  well.  You  did  not  hear  at  tne  time,  I  sup- 
pose? Very  well.  They  occurred,  then,  not  only  in  the  mills  of  the 
Sugar  Tru^  but  they  occurred  in  all  of  the  re&ieries  except  a  few. 
That  is  your  answer  now. 

Mr.  Eolph.  So  far  as  I  know. 

The  Chairman.  Yes.  Well^  that  simply  makes  the  difficulty  that 
much  greater.  Now,  is  it  or  is  it  not  true  that  that  had  the  effect 
of  limiting  the  output  of  those  mills  for  the  time  being? 

Mr.  Eolph.  It  did. 

The  Chairman.  When  you  limit  the  output  of  a  thing  that  is  to 
supply  the  market,  does  it  have  any  effect  upon  the  market  prices  ? 

Mr.  Eolph.  Yes:  it  naturally  goes  up. 

The  Chairman.  Yes.  Did  these  strikes  produce  a  feeling  through- 
out the  country  that  there  was  liable  to  be  a  sugar  shortage,  and  was 
there  agitation  of  that  kind  throughout  the  country? 
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Mr.  BoLPH.  There  was. 

The  Chairman.  And  there  were  a  great  many  newspaper  com- 
ments of  that  kind,  were  there  not? 

Mr.  EoLPH.  There  were. 

The  Chairman.  And  the  result  was  that  sugar  prices  monntei 
That  is  true,  is  it  not  ?  * 

Mr.  SoLPH.  Some  of  them  mounted. 

The  Chairman.  Yes. 

Mr.  BoLPH.  Some  of  them  did  not. 

The  Chairman.  As  a  matter  of  fact,  Mr.  Spreckels's  mills  never 
did  shut  down  during  this  strike  period,  did  they— during  the  strike 
period  ? 

Mr.  KoLPH.  I  have  just  testified  that  I  do  not  know  whether  they 
shut  down  or  not. 

The  Chairman.  He  never  had  any  strike,  did  he? 

Mr.  RoLPH.  I  do  not  know. 

The  Chairman.  You  seem  to  be  very  well  posted  about  his  prices. 

Mr.  BoLPH.  Well,  I  have  the  chart  before  me. 

The  Chairman.  But  you  do  not  know  whether  he  sold  any  sugar 
at  those  prices  or  not,  do  you  ? 

Mr.  RoLPH.  I  am  sure  he  did. 

The  Chairman.  Where  did  you  get  the  data  from  to  make  those 
red  lines? 

Mr.  RoLPH.  This  chart  was  made  up  and  checked  by  WiUett  & 
Gray. 

The  Chairman.  And  made  from  quotation  prices,  were  they  not? 

Mr.  Rolph.  Yes,  sir. 

The  Chairman.  Now,  I  want  to  ask  you  if  this  is  not  the  fact,  that 
when  one  sugar  factory  raises  its  price  substantially  above  the  price 
charged  by  another  sugar  factory  or  refinery,  that  means  that  the 
factory  that  has  substantially  raised  its  price  practically  ceases  the 
sale  of  sugar,  because  any  sensible  man  knowing  the  prices  goes  and 
buvs  from  the  man  that  has  the  low-priced  sugar,  if  he  can  get  itf 

Mr.  Rolph.  Yes ;  but  I  heard  Mr.  Spreckels  testify  here  that  he 
sold  400,000  tons  this  year,  so  he  must  have  sold  it. 

The  Chairman.  Oh,  well,  I  am  not  asking  you  that.  Is  it  not  a 
fact  that  when  one  sugar  refiner  raises  his  prices  materially  above 
the  prices  quoted  by  other  sugar  refiners,  if  the  other  sugar  refiners 
have  sugar  to  sell  and  deliver,  that  means  that  the  man  that  has  put 
the  high  price  on  substantially  ceases  selling  sugar  and  goes,  in  tlw 
trade  term,  out  of  the  market? 

Mr.  Rolph.  If  he  withdraws,  he  does. 

The  Chairman.  Whether  he  withdraws  or  not,  is  there  not  one 
way  of  withdrawing  by  simply  saying  you  will  not  sell  and  another 
way  of  withdrawing  by  putting  your  price  materially  above  the 
others  ? 

Mr.  Rolph.  Yes. 

The  Chairman.  In  both  events  the  sales  practically  cease? 

Mr.  Rolph.  No,  sir.    It  depend^  on  conditions. 

The  Chairman.  If  the  man  that  has  the  low  price  of  sugar  is 
ready  to  supply  the  market,  does  it  not  inevitably  follow  that  the  man 
that  makes  a  materially  higher  price  substantially  goes  out  of  the 
market? 
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Mr.  RoLPH.  No;  because  it  depends  on  conditions.  If  one  man 
remains  low  and  all  the  ethers  are  high,  that  one  man  can  not  supply 
the  market,  and  the  others  know  it. 

The  Chairman.  Ah,  but  I  put  into  my  question  the  proposition 
that  he  remained  able  to  sell — to  supply  the  low  man. 

Mr.  RoLPH.  If  the  low  man  was  able  to  supply  all  of  the  trade 

The  Chairman.  That  was  in  my  question. 

Mr.  RoLPH  (continuing).  That  would  be  true. 

The  Chairman.  Yes.  Now,  then,  did  the  Sugar  Trust,  that  has 
claimed  the  credit  here  of  keeping  prices  down  on  that  lower  line, 
supply  the  market  or  did  it  not  supply  the  market  during  the  times 
that  it  was  away  below  Mr.  Spreckels  ? 

Mr.  Roi^H.  They  supplied  their  normal  requirements,  which, 
according  to  reports  which  have  been  turned  in  to  the  Food  Adminis- 
tration, represented  something  over  1,200,000  tons  which  they  sold 
on  those  lines. 

The  Chairman.  You  say  those  were  their  normal  requirements? 

Mr.  RoLPH.  I  think  about  that  amount. 

The  Chairman.  As  a  matter  of  fact,  did  they  not  fall  off,  and  fall 
off  materiallv,  during  those  strike  periods,  and  was  not  the  run  on 
Mr.  Spreckels's  sugar — Mr.  Spreckels's  factory  being  open — so  great 
that  he  had  to  raise  the  prices  because  he  was  sold  out?  Now,  is  not 
tliat  the  fact,  while  you  are  trying  to  claim  that  this  man  has  been 
robbing  the  American  consumer,  that  he  sold  his  sugars  at  substan- 
tially the  same  price  the  rest  of  them  did  until  a  condition  was  pro- 
duced where  he  could  not  supply  the  market,  and  where  he  had  to 
put  on  a  high  price  in  order  to  protect  himself  against  excessive 
demands? 

Mr.  Rolph.  No,  sir;  I  do  not  think  so,  because  I  did  not  do  it 
myself,  and  the  lines  prove  that  I  did  not  do  it. 

The  Chairman.  You  did  not  do  it? 

Mr.  RoLPH.  No. 

The  Chairman.  You  were  off  there  in  California  ? 

Mr.  RoLPH.  Yes;  the  same  conditions. 

The  Chairman.  And  you  say  that  the  railroad  conditions  were 
such  that  you  could  not  even  get  to  the  Atlantic  coast? 

Mr.  Rolph.  The  same  conditions. 

The  Chairman.  You  were  fenced  off,  but  Mr.  Spreckels  was  here 
on  the  Atlantic  coast,  with  his  factory  in  this  place,  where  the  sugar 
famine  took  place. 

Mr.  Rolph.  There  was  no  difficultv 

The  Chairman.  Now,  is  it  not  a  fact  that  those  lines  that  you  have 
drawn  up  there  showing  Mr.  Spreckels's  prices  were  simply  quota- 
tion prices,  that  he  was  practically  out  of  the  market  at  those  times? 
Is  not  that  the  fact  ? 

Mr.  Rolph.  No  ;  it  is  not  the  fact,  in  my  opinion,  because  if  that 
was 

The  Chairman.  Well,  do  you  laiow,  or  is  it  a  mere  opinion  ? 

Mr.  Rolph  f continuing).  Because  if  that  was  the  fact,  the  only 
time  that  he  sold  any  sugar  was  there  [indicating]  and  there  [indi- 
cating], when  it  was  not  possible  for  him  to  have  sold  400,000  tons 
of  sugar  during  the  year. 

The  Chairman.  That  is  your  opinion.  Now,  is  it  not  a  fact  that 
when  these  other  sugar  refiners,  particularly  the  Sugar  Trust,  were 
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having  these  strikes  in  their  factories  over  the  question  of  wages, 
Mr.  Spreckcls  raised  the  wages  of  his  men,  kept  down  labor  difficul- 
ties, and  that  he  made  either  two  or  three  or  four  raises  of  wages? 

(Mr.  Kolph  consulted  a  gentleman  who  sat  by  his  side.) 

The  Chairman.  If  you  do  not  have  the  information,  please  say  so. 
I  do  not  object  to  a  witness  turning  to  somebody  for  figures  or  data 
of  that  kind,  but  if  you  do  not  know  the  fact  that  I  am  calling  for, 
then  I  would  prefer  that  you  sav  you  do  not  know,  because  then  I 
will  get  it  from  somebody  else,  df  course  I  know  your  intentions  are 
perfectly  proper  and  those  of  the  gentleman  who  sits  by  you. 

This  trouble  in  Cuba  was  over  before  very  long;  it  did  not  last 
long? 

Mr.  RoLPH.  The  trouble  in  Cuba  ran  from  February  until  May. 

The  Chaikman.  And  had  a  tendency  to  boost  prices  during  that 
period,  as  you  say  ? 

Mr.  EoLPH.  Yes,  sir. 

The  Chair3£an.  And  then  came  the  strikes,  and  they  occurred 
when? 

Mr.  RoLPH.  No ;  the  strikes  occurred  in  Cuba  about  the  same  time. 

The  Chairman.  I  should  have  said  then.  So  you  had  those  two 
causes  producing  the  cumulative  effect  of  higher  prices? 

Mr,  RoLPH.  Yes,  sir. 

The  Chairman.  And  if  those  causes  had  not  existed,  the  prices  of 
sugar  would  have  been  smaller.  That  is  true,  is  it  not,  they  would 
have  been  lower? 

Mr.  RoLPH.  I  do  not  think  that  they  would  have  been  lower  than 
this  line  here.     [Indicating  on  chart.] 

Senator  Lodge.  That  is  not  the  question. 

The  Chairman.  They  would  have  been  lower  throughout  the  year, 
would  they  not,  naturally? 

Mr.  RoLPH.  No.  They  might  have  been  lower  in  April  and  May 
than  they  were,  but  along  in  June  and  July  it  began  to  be  under- 
stood that  there  was  not  enough  sugar  in  Cuba  to  go  around. 

The  Chairman.  Let  us  see  about  that.  When  a  man  is  obliged  to 
buy  on  a  market,  and  sell,  not  on  market  conditions,  but  upon  ^res 
that  may  be  arbitrarily  fixed,  does  that  have  a  tendency  to  send  men 
into  the  market  to  buy,  or  to  keep  them  out  of  the  market? 

Mr.  RoLPH.  I  should  say  that  it  had  a  tendency  to  stabilize  the 
price,  and  that  they  would  go  in  the  market. 

The  Chairman.  That  is  to  say,  now,  if  men  are  required  to  go  and 
purchase  their  supplies  in  the  month  of  January  upon  an  open  market 
and  then  they  have  reason  to  believe  that  they  will  not  be  permitted 
to  sell  upon  an  open  market,  but  to  sell  upon  a  market  the  prices  of 
which  are  to  be  fixed,  and  they  do  not  know  where  they  are  to  be 
fixed,  does  that  have  a  tendency  to  send  men  into  the  market  to  buy 
or  to  keep  them  out? 

Mr.  Rolph.  No;  that  would  have  a  tendency,  probably,  to  keep 
them  out. 

The  Chairman.  Is  not  this  a  fact,  Mr.  Rolph,  that  business  men,  in 
purchasing  their  supplies — large  supplies,  contracting  ahead— gener- 
ally look  around  and  take  into  consiaeration  the  world  supplies  and 
the  world  demand  for  those  articles,  and  figure  it  out  the  best  they 
can  and  try  to  arrive  at  a  point  where  they  will  be  certain  to  make  a 
profit  ?    Is  not  that  the  ordmary  way  men  clo  business? 
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Mr.  SoLPH.  Usually  the  price  of  the  commodity  in  the  basic  mar- 
ket reflects  all  those  conditions. 

The  Chairman.  But  it  does  reflect  them  because  the  men  who  make 
that  market  have  taken  all  those  things  into  consideration? 

Mr.  RoLPH.  That  is  correct. 

The  Chairman.  Will  you  tell  me  when  it  was  that  the  Europeans — 
Governments,  commissions,  or  individuals — raided  (I  will  use  that 
term)  the  Cuban  market  and  got  a  large  amount  of  raw  sugars? 
Wl\en  did  they  go  in  and  get  those  sugars? 

Mr.  EoLPH.  They  have  been  buying  increasing  amounts  of  raw 
sugar  from  Cuba  ever  since  the  war  began. 

The  Chairman.  But  I  am  speaking  about  this  year. 

Mr.  EoLPH.  This  year  they  bought  very  heavily  in  July  and 
Au^st 

Ihe  Chairman.  July  and  August? 

Mr.  BoLPH.  In  June,  July,  and  August. 

The  Chairman.  Do  you  think  there  was  any  special  reason  for 
tliem  to  make  those  purchases  in  July  and  August? 

Mr.  Bolph.  Yes;  I  think  the  introduction  into  the  Congress  of 
what  was  known  as  the  drawback  bill,  and  the  application  of  an  excise 
tax  of  a  half  a  cent,  made  them  feel  that  if  they  bought  refined  sugar 
in  this  country  they  would  have  to  pay  a  cent  and  a  half  more  for  the 
refined  on  account  of  those  bills.  They  thought  that,  being  war 
measures,  they  would  probably  pass  Congress  rapidly,  and  so  they 
bought  the  raw  sugar  in  Cuba  for  any  price  they  could  get  it  for  in 
order  to  save  that  additional  charge. 

The  Chairman.  Then  they  bought  800,000  tons  less  from  our  re- 
finers than  they  had  the  year  before? 

Mr.  EoLPH.  Correct. 

The  Chairman.  So  that  there  was  a  net  gain  as  between  the  200,000 
excess  of  rows  that  thev  bought  and  the  300,000  deficiency  of  refined 
that  they  did  not  get;  there  was  a  net  gain  of  100,000  tons  to  the  good 
for  the  supply  rff  this  country  ? 

Mr.  BoLPH.  That  is  quite  true.  If  Mr.  Spreckels  had  bought  that 
sugar  that  went  to  Europe,  or  the  other  refiners  had  bought  that  sugar 
that  went  to  Europe,  it  would  have  made  this  difference,  that  we 
would  have  had  the  sugar  here,  and  could  have  held  it  or  exported  it, 
at  our  option.  But  the  fact  of  the  matter  is  that  the  sugar  went  to 
ourselves  or  our  allies  who  are  fighting  this  war  in  Europe,  and,  so 
far  as  I  can  see,  it  makes  very  little  dinerence  where  it  went. 

The  Chairman.  As  a  matter  of  fact,  though,  when  you  sugar  men 
are  talking  continually  here  about  this  wicked  Congress  having  had  a 
bill  introcuiced  that  proposed  to  change  the  drawback,  the  amount  of 
it  is  that  whether  that  had  any  effect  or  did  not  have  any  effect,  while 
200,000  tons  more  of  Cuban  raws  were  bought  last  year  by  Europeans 
than  the  year  previous,  there  were  300,000  tons  less  of  refined  taken. 
That  is  the  fact,  is  it  not  ? 

Mr.  Bolph.  That  is  correct. 

The  Chairman.  When  Mr.  Hoover  came  here,  did  he  issue  some  an- 
Douncements  himself  about  reducing  the  price  of  sugar? 

Mr.  Bolph.  I  do  not  know. 

The  Chairman.  And  the  price  of  food  to  the  consumers? 

Mr.  Bolph.  I  do  not  know. 
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The  Chairman.  When  did  you  become  connected  with  Mr.  Hooverf 

Mr.  BoLPH.  I  came  here  the  latter  part  of  June,  and  then  went 
back  to  the  coast,  and  I  arrived  here  on  the  15th  of  August. 

The  Chairman.  You  stated  yesterday,  in  answer  to  Senator  Lodge* 
that  it  had  been  part  of  the  purpose  to  reduce  the  price  of  sugars. 

Mr.  EoLPH.  Of  foodstuffs. 

The  Chairman.  Of  which  sugar  is  one? 

Mr.  RoLPH.  I  would  like,  if  I  may 

The  Chairman.  He  asked  about  sugar. 

Senator  Lodge.  The  plan  was  to  reduce  the  price  to  the  consumer, 
and  at  the  same  time  stimulate  production. 

Mr.  liOLPH.  I  would  like  to  show  to  Senator  Lodge  a  statement  of 
the  price  of  wheat  and  bulk  flour,  showing  that  while  the  price  of 
wheat  has  gone  up  over  1916  and  1917  to  the  basis  fixed  by  Congress, 
the  price  oi  flour  has  come  down,  and  is  lower  than  the  barrel  price 
of  flour  in  191G  at  the  same  time. 

The  Chairman.  Yes.  I  would  like  also  to  go  into  that  question. 
It  is  a  very  interesting  one.    But  we  are  not  going  into  it  now. 

Senator  Lodge.  I  am  inquiring  about  sugar,  and  while  Senator 
Seed  is  waiting,  I  see  here  on  this  chart  you  have  Mr.  Spreckels  up 
here  and  here  the  Sugar  Refining  Co.  and  your  company — ^what  I 
may  call  the  patriotic  companies — lower.  But  at  the  same  time  they 
reached  their  high  point  there  [indicating].  About  what  date  in 
August  was  that,  comparatively  speaking?  Those  are  the  hi^est 
points. 

Mr.  RoLPH.  The  early  days  of  August. 

Senator  Lodge.  I  know  that,  but  I  mean  about  what  date? 

Mr.  RoLPii.  I  think  about  the  5th  of  August. 

Senator  Lodge.  These  lines  were  from  the  5th  to  the  10th? 

Mr.  McCarthy.  From  the  5th  to  the  end  of  August,  from  the  first 
few  days  of  August. 

Senator  Lodge.  What  was  the  date  when  they  closed  the  exchange 
in  New  York? 

Mr.  RoLPH.  I  think  that  was  the  16th  day  of  August. 

The  Chairman.  I  believe  you  said  yesterday  that  there  was  con- 
siderable hoarding  in  this  country.  Was  it  you  who  testified  to  that, 
or  Mr.  Babst? 

Mr.  RoLPH.  I  think  that  Mr.  Babst  testified  to  it,  and  I  think  that 
I  did. 

The  Chairman.  What  caused  that  hoarding? 

Mr.  RoLPH.  I  think  it  was  the  rumors  of  trouble  in  Cuba  that 
started  it,  because  that  hoarding  was  general  all  over  the  United 
States.    It  was  the  same  on  the  Pacific  coast  as  on  the  Atlantic. 

The  Chairman.  In  other  words,  it  was  the  alarm  lest  the  sugar 
supply  should  give  out? 

Mr.  RoLPH.  That  is  correct. 

The  Chairsian.  You  say  the  troubles  in  Cuba.  The  strike  troubles 
contributed  to  that,  did  they  not? 

Mr.  RoLPH.  You  mean  the  strike  troubles  in  Cuba  ? 

The  Chairman.  No;  the  strike  troubles  in  this  country,  in  the  big 
supnr  factories. 

Mr.  RoLPH.  The  strike  situation  on  the  Atlantic  seaboard  could  not 
have  affected  the  situation  on  the  Pacific  coast. 
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The  Chairman.  Is  it  not  a  fact  that  Rowing  out  of  the  strikes  in 
the  sugar  mills  and  growing  out  of  the  aifficuities  in  Cuba  the  news- 
papers of  this  country  began  to  tell  the  people  of  the  country  that 
there  was  likely  to  be  a  sugar  famine! 

Mr.  KoLPH.  Yes. 

The  Chairman.  And  was  hot  that  agitation  and  that  alarm  the 
cause  of  the  hoarding? 

Mr.  RoLPH.  It  was,  in  my  opinion. 

The  Chairman.  Do  you  think  that  it  was  a  good  thin^  to  con- 
tribute to  that  alarm  and  cause  more  hoarding,  or  was  it  the  proper 
thing  to  send  out  such  reports  as  Mr.  Babst  said  he  sent  out,  to  the 
effect  that  sugar  was  ^oing  to  be  plentiful,  that  people  need  not  be 
worried — ^those  advertisements  Mr.  Babst  put  out?  Which  was  the 
right  thing  to  do? 

Mr.  EoLPH.  The  right  thing  to  do  was  to  have  stated  the  facts  as 
they  were. 

The  Chairman.  And  not  either  try  to  agitate  beyond  the  facts  and 
create  an  alarm,  or  to  soothe  the  people  unduly  in  regard  to  the  true 
facts? 

Mr.  Eoi/PH.  I  think  that  they  should  have  been  advised  of  the 
facts.  It  depends  on  the  situation.  Out  on  the  Pacific  coast  we  did 
everything  we  could  to  allay  their  fears,  because  we  knew  the  sugar 
was  coming.  We  actually  sold  20,000  tons  of  sugar  that  we  did  not 
have  in  order  to  try  to  allay  the  fears  of  the  people,  to  give  them 
the  supplies. 

The  Chairman.  What  you  did  there  would  have  been  the  proper 
thing  to  have  done  anywhere,  would  it  not? 

Mr.  EoLPH.  If  we  had  the  suffar;  yes. 

The  Chairman.  And  if  they  did  not  have  the  sugar,  nevertheless, 
to  try  to  allay  the  fears  of  the  people  so  that  they  would  not  go  wild 
and  try  to  hoard  sugar? 

Mr.  EoLPH.  Yes ;  I  think  so. 

The  Chairman.  Then  I  want  to  ask  you  if  you  think  the  people 
ought  to  have  had  their  minds  alarmed  and  their  imaginations 
excited  ? 

Mr.  EoLPH.  That  would  depend  entirely  on  how  they  viewed  the 
newspaper  reports  of  the  situation  in  Cuba,  and  the  situation  in 
re^rd  to  the  strikes  at  the  refineries. 

The  CHAIR3IAN.  I  want  to  read  you  a  statement  made  on  May  20 — 
^  above  all  to  create  in  the  minds  of  the  people  a  certain  imaginative 
alarm,  resulting  in  saving."  Do  you  think  that  was  a  good  thing 
to  do — ^to  create  an  imaginative  alarm  about  the  20th  of  May  when 
these  prices  were  away  up  on  sugar? 

Mr.  BoLPH.  No ;  I  should  not  think  it  was. 

The  Chairman.  I  want  at  this  point  to  put  into  the  record  a 
statement  from  the  Chicago  Sunday  Herald  of  May  20,  1917.  I  am 
reading  from  that,  but  I  state  that  the  same  statement  appeared  in 
all  of  the  papei-s. 

Senator  Lodge.  An  Associated  Press  dispatch? 

The  Chairman.  It  is  a  statement,  I  believe,  made  before  the 
House  Committee,  but  repeated  in  the  papers.  I  will  put  that  in  now 
from  the  papers,  and  later  we  will  get  the  House  hearings.  The 
statement  is: 
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"  The  result  of  three  years  of  turmoil  and  an  enormous  accumula- 
tion of  blundering  and  experience  has  been  the  universal  develop- 
ment in  every  European  Government  of  foodstuffs,  munitions,  and 
shipping  into  administration  bodies  of  equal  importance  with  these 
other  administrative  bodies  of  the  Government.  That  has  been 
found  necessiiry  in  order  to  give  prestige  to  these  organizations  under 
which  they  may  cooperate  with  the  commercial  interests  of  the  coun- 
try, and  to  give  the  prestige  with  which  they  may  cooperate  with  the 
similar  developments  of  the  allies.  Above  all,  to  create  in  the  minds 
of  the  people  a  certain  imaginative  alarm  resulting  in  saving,  and 
arising  from  the  very  fact  that  you  set  up  a  food  control  in  the 
country.  The  fact  that  it  is  set  up  and  given  wide  powers  is  in 
itself  an  advertisement  to  the  people  that  there  is  cause  for  concern.'' 

Mr.  RoLPH.  Who  made  that  statement,  if  I  may  ask? 

The  Chaibman.  Mr.  Hoover.  I  reserve  the  right  to  put  in  the  part 
of  the  House  hearings  and  to  give  the  context  of  the  statement.  Of 
course  a  general  announcement  of  an  undersupply  of  sugar  is  bound 
to  send  the  market  up,  is  it  not,  if  it  is  an  announcement  from  a  hi^h 
and  authoritative  source? 

Mr.  RoLPH.  Yes ;  I  should  say  it  would. 

The  Chairman.  Then  I  want  to  put  in,  in  that  connection,  a  state- 
ment made  at  the  hearings  which  were  begim  before  the  CJommittee 
on  Agriculture  on  the  7th  day  of  May,  1917.  I  read  from  page  381 
of  part  4  of  those  hearings : 

Sugar  is  n  question  of  extreme  anxiety  because  the  world  has  an  under- 
supply of  sugar,  and  we  are  an  importer.  Here  is  a  place  where  we  get  In  ilie 
same  boat  with  the  allies;  thttt  they  are  very  short  of  sugar,  their  people  are 
consuming  under  three-quarters  of  an  ounce  of  sugar  a  day,  and  I  presume 
we  are  consuming  the  better  part  of  6  or  7  ounces.  But  next  year  tlioy  are 
taking  measures  to  secure  as  large  a  part  of  the  sugar  production  as  tbey  ran 
in  their  own  Interests,  and  if  we  do  not  look  out  and  take  measures  we  are 
going  to  be  forcetl  to  reiluce  our  consumption.  So  that  we  sliould  have  a 
great  deal  of  cooperation  both  ways.  The  sugar  production,  of  course,  is  fe- 
mora Iize<l  by  the  cutting  oflf  of  all  the  central  European  sugar  production,  ex- 
ports, and  so  on. 

That  statement  was  published  broadcast  in  the  country.  You  re- 
member it,  do  you  not? 

Mr.  RoLPH.  Yes,  I  do ;  and  I  thought  it  was  on  that  statement  that 
Congress  decided  to  pass  the  food  bill  and  stop  the  hoarding. 

The  Chairman.  This  is  not  a  question  of  hoarding  at  all. 

Senator  Lodge.  Not  a  word  about  hoarding.  He  says  there  is  an 
undersupply  of  sugar. 

Mr.  RoLPiT.  I  thought  the  question  was  if  the  statement  did  not 
cncournge  hoarding — the  way  he  read  it. 

The  Chairman.  There  was  nothing  said  about  hoarding;  but  it 
would  naturally  produce  hoarding,  would  it  not? 

Mr.  KoLPH.    A  statement  of  that  kind? 

The  Chairman.  Yes. 

Mr.  EoLPii.  A  statement  of  that  kind  probably  would  create 
hoarding,  but  Congress  did  the  necessary  thing  in  passing  the  fooJ- 
control  bill  to  prevent  it,  to  prevent  advancing  of  prices  and  hoard- 

The  Chairman.  Congress  did  not  say  a  word  about  prices  in  tlu3 
bill,  did  it,  except  about  wheat?  , 

Mr.  RoLPH.  It  gave  the  Food  Administrator  the  right  to  buy  anu 
sell  certain  commodities. 
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The  Chaibhan.  Yes;  to  buy  and  sell  wheat. 

Mr.  RoLPH.  It  gave  him  the  right  to  enter  into  voluntary  .agree- 
mcnts  but  no  power  to  fix  prices. 

The  Chaibman.  Did  it  give  him  power  to  fix  prices  on  sugar  t ' 

Mr.  EoLPH.  It  was  designed  to  stop  specuhition. 

The  Chaibuan.  Did  it  give  him  the  right  to  fix  prices  on  sugar? 

Mr.  EoLPH.  Absolutely  not. 

The  Chairman.  Did  it  give  him  the  right  to  buy  and  sell  sugar? 

Mr.  EoLPH.  It  did  not. 

The  Chairman.  Very  well.  I  read  in  connection  also  with  the 
foregoing  testimony  the  further  statement  of  Mr.  Hoover  in  reply 
to  a  question  of  Senator  Norris  at  these  same  hearings,  reading 
now  from  page  418 : 

I  mi^ht  mention  next  sugar  as  showing  another  compHcntion  of  this  problem. 
From  the  Information  I  have  it  seemed  to  me  probaliie  that  by  the  nii(l(Ue  of 
Octol)er  th's  country  wUl  have  exhausted  Its  sugar  supply,  and  Its  arrivals  ni*e 
not  large  before  the  end  of  December.  The  outlook  for  sugar  Is  very  poor. 
The  Cuban  crop  may  be  dowu  a  million  and  a  quaiter  tons  below  the  4.000,000 
normal,  and  generally  there  Is  a  scarcity  of  sugar  in  the  world,  owing  to  the 
decrease  in  beet  production  all  over  Europe,  and  greater  demand  and 'greater 
pull  by  the  allies  on  such  sugar  as  Is  available,  and  they  have  an  equal  pull 
on  the  Cuban  market  ami  other  markets  with  ourselves. 

Now.  we  have  to  get  Into  relation  with  the  allies  as  to  a  fair  condition  of 
the  market,  cease  that  competition  for  that  sugar  as  far  as  we  can,  and  make 
some  arrangements,  for  instance,  for  tlie  sailing-ship  haulage  of  Java  sugar 
to  this  country,  so  as  to  release  Cuban  sugar  to  Europe.  In  any  event  we 
must  take  a  grip  on  the  rtocks  of  sugar  at  a  very  early  moment  so  as  to 
spread  the  whole  of  the  sugar  we  have  got  over  a  number  of  mouths  and  prevent 
a  serious  shortage  in  the  future. 

That  raises  a  problem  liere  of  taking  over  all  the  stocks  in  some  form, 
probably  by  voluntary  action  of  all  the  refiners,  by  limltlug  the  amoiuit 
of  sales,  but  with  the  power  behiud  us,  so  that  if  they  do  not  cooperate  we 
may  l>e  some  weapon. 

That  is  the  way  it  reads — "we  may  be  some  weapon;"  but  tluit 
is  evidently  a  misprint  and  it  probably  should  be  ''  we  may  have 
some  weapon." 

Senator  Lodge.  Did  I  understand  you  to  say  that  he  spoke  of  the 
Cuban  crop  as  normal,  4,000,000? 

The  Chairman.  That  is  the  statement  of  Mr.  Hoover;  3'cs. 

Mr.  EcLPH.  It  must  bs  a  misprint. 

The  Chairman.  It  is  actually  slightly  over  the  normal  this  year. 
It  is  slightly  over  3,000.000.    They  never  had  a  4,000,000  crop. 

Mr.  KoLPH.  It  is  slightly  over  3,000,000. 

The  Chairman.  As  a  matter  of  fact,  there  never  was  a  4,000,000 
crop  or  anything  like  it. 

Senator  Lcdge.  It  never  approached  a  normal  of  that  amount. 
I  can  give  you  the  normal. 

Mr.  RoLPH.  It  is  evidently  a  misprint,  I  think. 

The  Chairman.  I  think  not. 

Senator  Ijodgz.  It  will  be  a  misprint  by  to-morrow. 

The  Chairman.  He  states  that  the  Cuban  crop  would  be  down  ov 
may  be  down  a  million  and  a  quarter  tons  below  normal.  That  did 
not  happen  either,  did  it?  How  much  was  the  sugar  crop  of  lliis 
last  year,  the  year  we  are  just  finishing  now  ? 

Mr.  KoLPH,  Three  million  tons,  api)roximatcly. 

The  Chairman.  That  is  about  the  average  sugar  crop — or  a  liillo 
above  it — is  it  not  ? 
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Mr.  EoLPH.  That  is  about  the  same  as  the  year  before. 

The  Chairman.  It  is,  however,  above  the  normal  average  Cuban 
sugar  crop  ? 

Mr.  BoLPH.  It  has  been  increasing. 

The  Chairman.  But  when  we  speak  of  the  normal  crop,  of  course, 
we  mean  the  crop  as  it  has  averaged  for  a  few  years,  do  we  not! 
Was  not  the  crop  of  last  year,  the  crop  just  finished,  above  the  aver- 
age for  three  or  four  years  previous? 

Mr.  RoLPH.  It  was. 

The  Chairman.  Instead  of  being  a  million  and  a  quarter  below,  it 
was  above. 

Senator  Lodge.  Mr.  Chairman,  right  there  I  desire  to  put  in  these 
figures  to  give  an  idea  of  the  Cuban  normal.  I  take  them  from 
Willett  &  Gray's  Weekly  Statistical  Trade  Journal. 

Senator  Vardaman.  What  date? 

Senator  Lodoe.  1913.  I  am  going  back  for  some  vears.  The  Cuban 
crop  for  1913-14  was  2,400,000  tons;  for  1912-13,  2,428,537  tons;  for 
1911-12,  1,859,984  tons.  I  have  1915-16.  For  1915-10  it  was  3,007- 
915  tons,  and  for  1910-17,  3,023,720  tons.  1917-18  is  the  crop  just 
concluded. 

Senator  Varda3Ian.  That  is  speculative? 

Senator  Lodge.  No;  it  is  the  one  just  over  3,200,000  tons. 
.  The  Chairman.  It  is  400,000  here. 

Senator  Lodoe.  That  is  not  next  year.  That  is  the  crop  that  has 
already  been  bought  and  sold,  and  it  shows  exactly  what  I  knew, 
as  a  matter  of  fact,  that  the  crop  this  year  was  slightly  larger  tlian 
any  crop  they  had  ever  produced. 

The  Chairman.  So  that  instead  of  being  down  a  million  and  a 
quarter  tons,  it  was  above  the  normal. 

Senator  Lodge.  That  unfortunate  misprint  of  4,000,000  tens  went 
out  to  the  country,  and  I  think  it  has  never  been  corrected  until  this 
moment. 

Senator  Jones.  I  am  informed  that  it  did  not  go  out  to  the  country. 

Senator  Lodge.  It  was  printed  in  a  Senate  document,  and  I  admit 
that  that  does  not  go  out  to  the  country. 

Senator  Jones.  I  am  informed  that  that  particular  document  was, 
by  special  request,  withheld  from  the  public. 

Senator  Lodge.  But  was  the  misprint  corrected  at  the  time. 
Senator? 

Senator  Jones.  I  do  not  loiow  anything  about  that  misprint. 

Senator  Kenyon.  I  was  on  the  committee  and  heard  that  testi- 
mony, but  of  course  I  do  not  remember  as  to  that ;  but  I  know  there 
was  something  said  about  not  sending  the  figures  out. 

The  Chairman.  I  was  present  at  part  of  this  hearing. 

Senator  Kenyon.  Not  at  that  time.  It  was  in  the  committee  room 
a  few  days  after  Mr.  Hoover  had  returned  from  abroad. 

The  Chairman.  If  it  is  necessary  to  trace  it  up.  I  shall  show  the 
substance  of  all  of  it  was  in  the  newspapers  at  that  time*  and  flie 
country  was  flooded  with  it,  not  only  flooded  with  it.  but  flooded 
with  voluntary  statements  to  substantially  the  same  effect.  Thi*rc 
is  a  statement  made  here  about  arrangements  for  sailinsr  ships  for 
haulage  from  Java.  That,  of  course,  did  not  take  place  to  any 
extent. 
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Mr.  RoLPH.  Whnt  time  are  you  speaking  about  f 

The  CniRMAN.  This  statement  is  made  early  in  the  month  of  May, 
md  I  say  there  have  been  no  arrangements  made  for  getting  the  Java 
supirs  to  the  market. 

Mr.  BoLPH.  I  am  not  at  all  familiar  with  that  subject. 

Senator  Lodge.  Mr.  Babst  testified  they  Avere  practically  inacces- 
sible. 

Senator  Vardaman.  You  are  not  in  any  way  responsible  for  what 
&Ir.  Hoover  said  about  this,  are  you! 

Air.  EoLPii.  Not  at  all. 

The  CiiAiR3iAN.  Oh,  no;  I  do  not  claim  that  he  is  responsible  for  it. 

Mr.  RoLPH.  And  I  am  not  a  lawyer,  and  I  do  not  know  just  how  to 
answer  tliese  questions.  I  want  it  understood  that  some  of  these 
questions 

Senator  Vardamax.  The  best  way  for  you  to  answer  is  to  tell  what 
you  know  and  nothing  else. 

Mr.  RoLPH.  I  mean  that  certain  questions  are  put  to  mo  in  the  way 
of  n  statement. 

The  Chairman.  I  want  to  ask  one  further  question  about  this  plat — 
and  we  have  referred  to  "  this  plat "  all  morning,  and  I  wish  we  could 
Lnve  it  identified  now  so  that  we  will  know  what  we  have  been  talking 
about.    Let  this  be  marked  Exhibit  Rolph  No.  3^. 

(The  chart  referred  to  was  marked  ^^  Exhibit  No.  GC^,  Rolph  No. 

The  Chatrmak.  I  notice  in  this  top  red  line,  which  is  supposed 
to  be  the  crimson  course  of  the  Spreckels  factory,  that  there  are  a 
lot  of  dotted  lines  indicating  breaks.  What  is  the  reason  that  thoso 
lines  are  dotted  ? 

BIr.  RoLPii.  Tho  reason  for  the  dotted  lines  is  that  they  were  with- 
dmwn  from  the  market  at  that  time. 

Tho  Cnairman.  And  being  withdrawn  you  kept  the  dotted  lines 
out,  the  high  point,  I  suppose,  to  indicate  that  that  is  where  they 
would  have  l)een  if  they  could  have  been  anywherc? 

Mr.  Rolph.  The  chances  arc  they  took  ordei*s  at  these  prices  hero 
tad  were  delivering  the  sugars  at  these  prices  during  that  period. 

Tlie  Chairman.  **  The  chances  arc  "! 

Mr.  Rolph.  Backing  the  market. 

The  Chairman.  The  chances  are  they  took  orders  at  what  prices? 

Mr.  Rolph.  At  these  prices  here. 

The  Chairbian.  And  were  delivering  during  that  period  at  those 
ligh  prices — the  dotted  lines  where  they  were  withdrawn  from  tho 
)Dn rket  ?    Do  yon  say  tha t  ? 

Mr.  Rolph.  What  is  that? 
i  The  Chairman.  Do  you  say  that  that  is  a  fact,  that  they  did  that? 
I  Mr.  Rolph.  I  say  tliat  that  is  exactly  what  happened  here  in  my 
prn  case,  and  I  have  no  reason  to  doubt  that  that  happened  in  that 
■so, 

I  The  Chatoman.  What  happened  in  your  case? 
Mir.  Rolph.  In  this  case  we  were  over  20,000  tons  of  sugar  oversold 
kd  delivered  it  at  that  price. 
I  The  Chairman.  Delivered  it  on  the  lower  price? 

Mr.  Rolph.  Yes. 

The  Chairman.  You  were  oversold  at  what  price? 
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Mr.  RoLPH.  At  this  price  and  that  price. 

The  Chairman.  You  ovei*sold  at  the  lower  price,  and  you  delivertJ 
it  at  the  higher  price? 

Mr.  RoLPH.  We  were  oversold  at  this  price;  yes. 

The  CHAiKaiAK.  Did  you  deliver  at  the  same  price  that  you  \^m 
oversold  at? 

Mr.  RoLPH.  Certainly,  we  delivered  at  the  oversold  price. 

The  Chairman.  You  say  the  chances  are  that  he  did  that? 

Mr.  RoLPH.  I  sav  from  this  chart  he  did  it. 

Senator  Lodok.  Who  made  the  chart? 

Mr.  RoLPH.  This  chart  was  made  by  Dr.  Pearl,  the  statistician  of 
the  Food  Administration,  and  checked  by  Willett  &  Gray. 

The  Chairman.  What  you  have  said  about  this — so  that  there  will 
be  no  mistake  about  it,  because  it  impumis,  I  think,  the  honesty  of  a 
man,  is  purely  a  matter  of  inference — that  he  sold  these  sugni^  at  a 
lower  price,  and  being  oversold  he  then  proceeded  to  feed  thin  out  to 
his  customers  at  a  higher  price,  and  that  that  is  what  that  dotted  line 
indicates? 

Mr.  RoLPH.  It  does  not  indicate  that  to  me.  It  indicates  that 
he  had  sold  a  large  aniount  of  sus:ar  at  this  price  and  was  deliverin; 
it  during  the  period  it  was  withdrawn. 

The  Chairman.  That  is  a  matter  of  inference.  That  is  all  you 
gather  from  this  map.    You  do  not  know  the  facts  yourself. 

Mr.  RoLPH.  It  is  a  matter  of  custom. 

The  Chairman.  I  am  asking  you  if  you  know  the  facts.  Yousaj 
that  Mr.  Spi-eckels  did  that? 

Mr.  RoLPif.  No;  I  do  not  know  that. 

The  Chairman.  That  is  what  I  want  you  to  say. 

Mr.  Roi.PH.  I  would  have  to  investigate  his  books  to  find  out,  and 
that  is  easily  ascertained. 

The  (^iiAiRMAN.  As  a  matter  of  fact,  while  this  heavy  blnck  line 
here,  which  is  made  by  the  statistician  of  \\\z  Food  Administration 
and  which  indicates  the  sales  of  the  American  Sugar  Refinin«r  Com 
appears  to  l)e  a  continuous  line,  did  they  or  did  they  not  supply  the 
trade,  or  did  they  supply  only  in  limited  quantities?  j 

Mr.  RoLPH.  They  supplied,  according  to  a  statement,  l,474Sl 
tons. 

The  Chairmax.  During  what  period? 

Mr.  RoLPH.  Dnrin<j  the  period  of  the  year. 

The  C^iiairman.  During  the  whole  year? 
Mr.  RoLPit.  Yes. 

The  Chairman.  But  that  still  does  not  answer  the  question. 
Mr.  RoLPH.  The  Federal  Sugar  Refining  Co..  825,000  tons. 
The  Chairman.  Just  a  moment.  I-.et  us  stick  to  this  one.  Th 
question  I  am  askinqf  you  is  not  how  much  they  supplietl  for  tl* 
year,  but  whether  there  were  not  periods  when  they  were  '^n' 
supplying  a  part  of  their  customers,  just  as  Mr.  Spreckels  or  otbe; 
mights  have  been,  limiting  their  sales. 

Mr.  RoLPH.  There  was  no  question  that  the  demands  upon  the' 
were  extremely  excessive  on  the  part  of  every  refiner,  prnctical' 
every  refiner,  being  above  them,  but  they  sold  practicnlly  the 
normal  quniititv  of  sugar.  In  1015  fhev  sold  1,40(1.321  tons;  in  1^1 
they  sold  1.574,213  trns;  in  1917  they  sold  1.4745G7  tons.  Tli 
figures  for  1917  are  not  complete.    During  the  same  period — • 
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The  Chairman.  Nineteen  hundred  and  seventeen  is  what  I  am 
interested  in. 

Mr.  EoLPH.  It  is  a\)proximately  correct.  These  are  the  figures 
rendered  to  the  Food  Administration  about  October  1,  showing  the 
capacities  for  the  years  1913, 1914, 1915,  and  1916,  and  tlie  estimated 
meltings  and  sales  for  1917. 

Tlie  Chairman.  That  is  the  capacity  melts  or  the  actual  melts? 

Mr.  RoLTH.  The  capacity  of  the  refinery  and  the  actual  melts  for 
this  year. 

The  Chairman.  Give  us  the  actual  melts  for  1917. 

Mr.  Rou'H.  I  sav  with  an  estimate  for  1917,  actual  figures  to  the 
1st  of  October,  anct  estimate  for  what  they  were  going  to  do  for  the 
balance  of  the  year. 

The  Chair3ian.  AVhat  did  they  do  up  to  the  1st  of  October? 

Mr.  Rolph.  I  have  not  got  those  figures. 

Senator  Lodge.  That  is  an  estimate  for  three  months,  that  is  all. 

The  Chairman.  From  October  on  is  estimated? 

Mr.  RoLPH.  Yes. 

The  Chairman.  But  you  can  give  it  to  October? 

Mr.  RoLPH.  No. 

The  Chairman.  Then  the  figures,  of  course,  are  useless.  Just  one 
further  question.  Take  the  blue  line  on  this  chart,"  Exhibit  Rolph 
3."  the  heavy  bhie  line  that  is  nearest  the  top.    What  is  that? 

Mr.  RoLPH.  That  is  the  selling  price  of  the  C.  &  H.  Co. — the  Cali- 
fornia &  Hawaiian  Sugar  Refining  Co. 

The  Chairman.  That  is  your  own  company? 

Mr.  RoLPH.  Yes — not  my  company. 

The  Chairman.  The  company  you  are  connected  with? 

Mr.  Rolph.  Yes. 

The  Chairman.  I  did  not  mean  that  you  owned  it. 

Mr.  RoLPH.  I  wish  I  did. 

The  Chairman.  I  wish  I  might  congratulate  you  upon  that  fact, 
but  I  am  sure  you  will  not  take  any  offense  and  it  will  not  when  I 
My  "your  company."  This  is  my  country,  but  I  do  not  own  it.  It 
appears  that  you  kept  right  along  with  the  Sugar  Trust  figures 
gomg  up  as  they  went  up.  Wlicn  they  reached  their  highest  point 
in  September,  you  reached  that  with  them. 

Mr.  RoLPH.  Tliat  chart  shows  my  prices  did  not  conform  to  the 
tnist  prices,  but  were  quite  different. 

The  Chairman.  But  at  the  point  here  for  August  and  Septem^^er, 
which  is  the  high  point  of  the  blue  line,  you  were  right  up  with  the 
Sugar  Trust  during  that  period. 

Mr.  Rolph.  Yes;  we  were. 

The  Chairman.  And,  then,  you  dropped  your  line  in  October,  Xo- 
Tember,  and  December. 

Mr.  Rolph.  Dropped  it  on  the  1st  of  October. 

The  Chairman.  The  Sugar  Trust  did  not  drop  its? 

Mr.  Rolph.  No  other  refinery  in  the  country  except  the  Western 
Sugar  Refining  Co.  dropped. 

The  Chairman.  Let  us  see  how  you  dropped.  Was  it  a  matter  of 
differential  in  rates? 

Mr.  Rolph.  A  matter  of  differential  in  rates?  I  do  not  know  just 
what  you  mean. 
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^  The  Chathman.  Was  not  this  drop  that  you  made  simply  a  ques- 
tion of  difference  in  freight  rates  between  you! 

Mr.  RoLpH.  Positively  no.  It  was  an  actual  drop  in  our  price  of 
sugar  from  8.35  to  7.25/ less  2  per  cent  in  each  case. 

The  Chairman.  The  others  kept  up  to  8.85? 

Mr.  RoLPH.  It  was  8.45,  I  thinlc,  to  7.25. 

The  Chairman.  Now,  I  want  to  ask  you,  I  think,  just  one  further 
question.  When  you  talked  to  Mr.  Spreckels  about  letting  him  have 
some  raw  sugars  how  many  raw  sugars  did  you  talk  to  him  about 
giving  him? 

Mr.  RoLPH.  You  mean  at  the  meeting? 

The  Chairman.  At  any  time. 

Mr.  RoLPH.  I  said  I  would  duplicate  Mr.  Earl's  offer. 

The  Chairman.  Yes;  that  is  the  offer  you  made  to  him? 

Mr.  RoLPH.  I  think  that  is  the  way  I  made  it. 

The  Chairman.  Mr.  Earl's  offer  was  wliat? 

Mr.  RoLPH.  I  do  not  remember  what  it  was.  I  think  it  was  the 
balance  of  his  contract  for  this  year. 

The  Chairman.  How  would  that  have  gotten  any  more  sugars  for 
Mr.  Spreckels  in  this  part  of  the  country? 

Mr.  RoLPH.  Mr.  Spreckels  would  not  buy  it  because  he  would  not 
take  the  chance  on  it,  because  it  looked  as  though  it  meant  a  bad  loss 
at  that  time. 

The  Chairman.  Did  he  give  you  that  reason? 

Mr.  RoLPH.  No;  there  was  nothing  said  about  it. 

The  Chairman.  What  sugare  were  you  talking  about  there?  Let 
us  get  down  to  business,  "i  ou  say  that  the  proprietor  of  the  Penn- 
sylvania refinery  offered  Mr.  Spreckels  the  balance  of  his  contract 
for  this  year,  and  you  said  you  would  duplicate  the  offer.  What 
year  were  you  talking  about? 

Mr.  RoLPH.  I  can  not  testify  to  that  transaction  very  fully,  b^ 
cause  it  was  a  pleasantry  on  my  part  across  the  table.  Mr.  Spi"eckels 
had  been  objecting  to  Mr.  Earl  buying  Hawaiian  sugars  at  10  cents 
under  the  market.  Mr.  Earl  came  to  Mr.  Spreckels,  and  he  sjtiil: 
"  If  vou  think  that  is  such  a  fine  contract,  vou  take  it  over;  you  tako 
it  orf  my  hands.     I  will  give  it  to  you  now.^' 

The  Chairman.  "  For  the  balance  of  the  year.'*  That  is  what  you 
said  a  moment  ago,  is  it  not? 

Mr.  RoLPH.  I  took  it  for  granted  it  was  Mr.  EarPs  contract  for  the 
bahince  of  the  year. 

The  Chairman.  Of  the  year? 

Mr.  RoLPH.  Yes. 

I'he  Chairman.  That  is,  now,  the  year  that  is  now  practically 
ended  ? 

Mr.  RoLPH.  Yes. 

The  Chairman.  So  that  while  you  said  yesterday  you  did  not 
know  whether  it  applied  to  the  old  sugar  or  the  new  sugar,  you  are 
now  pretty  clear  it  was  to  the  old  sugai*s? 

Mr.  RoLi*H.  I  thought  Mr.  Earl  offered  to  turn  over  his  contract 
to  him. 

The  Chairman.  For  all  time? 

Mr.  RoLi'H.  Yes;  I  think  so.    I  am  not  clear  about  that 
The  Chairman.  When  did  that  thought  come  to  you?    You  did 
not  have  it  a  moment  ago. 
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Mr.  Kou'n.  I  am  not  sure  as  to  that  transaction.  It  was  a  pleas- 
antry across  the  table. 

The  Chairaiax.  We  will  not  spend  any  more  time  about  it  under 
those  circumstances. 

Now,  you  could  not  give  us  the  overaffe  price  of  suffar  before,  we 
trill  ssiy,  the  7th  day  of  Ainy,  i*etail  and  wholesale,  could  you?  Could 
yen  have  those  figures  prepared  for  us? 

Mr.  RoLPii.  Yes.    For  1917? 

The  Chairman.  Now,  I  mean  the  average  price  per  pound,  not 
tlie  price  from  day  to  day,  which  is  quite  a  different  thing  from 
tlio  average  price  per  pound,  because  there  may  be  more  pounds 
sold  at  one  price  than  another.  Can  you  give  us  that  average  price 
up  to  the  day  that  the  food-control  bill  passed? 

Then  give  us  the  average  price  since  the  food-control  bill  passed. 

Mr.  KoLi»H.  In  reference  to  those  figures  which  you  have  asked  for, 
Senator  Reed,  the  question  of  price  is  very  difficult  to  determine, 
bwausc  it  is  different  in  nil  different  parts  of  the  country;  and  it 
depends  upon  whose  price  is  taken.  It  is  impossible,  unless  you  take 
some  definite  point. 

The  Chairman.  Do  you  mean  some  definite  refiner? 

Mr.  KoLrii.  No — ^yes;  some  definite  refiner's  place  and  some  defi* 
nitc  city  or  town. 

The  Chaiuman.  Wholesale  prices  of  sugar 

Mr.  KoLPii.  Wo  can  give  you 

The  Chairman.  Have  been  substantially  the  same.  We  will  take 
New  York  prices? 

Mr.  RoLPH.  Well,  whose  price  shall  I  take? 

The  Chair^^ean.  I  think  that  you  would  prefer  to  take  the  price 
of  the  American  Sugar  Refining  Co.? 

Mr.  RoMMi.  No;  I  would  not.  Every  refiner  had  different  prices 
during  the  year  1917. 

Tlie  Chairman.  They  were  not  very  far  apart. 

]ifr.  RoLPH.  The  margins  fluctuated  between  1.30  and  2.20. 

The  Chairman.  Exactly;  but  I  think  you  know  that  the  fellow 
that  got  up  to  2.30  did  not  sell;  he  quit  selling,  except  possibly  dur- 
ing a  period  of  an  absolute  famine,  and  after  the  famine  came  on  the 
board  was  in  control. 

Mr.  RoLPH.  AVillet  &  Gray  report  that  the  Federal — I  give  this 
just  as  an  illustration — was  selling  at  9  cents  foreign  when  they  had 
their  quotations  on  this  chart  at  8.G0. 

The  Chairman.  Suppose  we  take  the  one  concern  that  always 
does  business  honestly,  and  that  is  now  represented  upon  this  board 
with  you — ^the  American  Sugar  Refining  Co. — ^and  take  their  prices, 
which  you  say  wei'e  the  lowest  that  there  were,  and  take  that  price 
as  the  standard ;  and  then  tell  me  the  average  prices  of  refined  sugar 
for  these  different  periods,  and  then  tell  me  the  average  prices  of 
raw  sugar  for  these  periods;  and  when  I  say  raw  sugars,  I  will  say 
raw  Cuban  sugai*s,  so  that  we  can  limit  it  to  one  variety  and  get  a 
comparison. 

Mr.  RoLPn.  May  I  make  one  statement  in  regard  to  that  contract 
which  I  handed  you  yesterday — the  beet-sugar  contract? 

The  Chairman.  Yes. 

Mr.  RoLPH.  You  understand  that  that  7.25  referred  to  in  that 
contract  is  a  maiiimum  price  beyond  which  they  can  not  go?    You 
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do  not  unclerstnnd  thnt  that  is  a  fixed  price?  You  understand  that 
if  there  were  large  quantities  of  sugar  here  to-day  the  competition 
between  tliem  would  be  just  as  keen  as  it  ever  was  and  the  price 
would  seek  its  natural  level,  because  it  has  been  generally  understood 
that  that  was  a  fixed  price  of  7.25.    It  is  not.    It  is  a  maximum. 

The  Chairman.  If  that  is  true,  and  they  go  to  cutting  each  other's 
throats  in  that  way  and  throwing  sugar  on  the  market  cheap,  what 
becomes  of  the  conservation  ?  I  thought  you  were  stabilizing  prices, 
I  have  heard  a  good  deal  about  your  stabilizing  prices.  What  does 
that  mean? 

Mr.  RoLPH.  It  means  that  a  stabilized  price,  if  it  is  shown  on  a 
chart,  will  show  a*  straight  line  instead  of  all  these  lines  that  you  see 
here  on  these  charts  that  have  been  presented  at  this  hearing.  You 
will  find  a  price  line  that  runs  straight  across,  and  then  the  refiners 
margin  fixed  above  that,  at  1.30,  but  with  their  option  of  competi- 
tion; and,  cutting  that  down,  the  fluctuation  will  be  very  small;  then 
the  margin  of  the  jobber  above  that,  with  a  maximum  profit  of,  say, 
25  cents;  and  then  a  margin  for  retailers,  which  can  only  be  main- 
tained through  judging  as  to  what  a  fair  price  for  the  retailer  is, 
will  fix  in  time,  or  will  give  to  the  consumer  an  idea  of  what  is  a  fair 
price  that  he  should  pay  for  sugar  in  every  little  hamlet  and  village 
throughout  this  country,  and  it  will  absolutely  eliminate  all  specula- 
tion and  all  profiteering. 

The  Chairman.  Let  us  see.  You  propose  a  stabilized  price,  to 
approximate  as  near  as  you  can?  A  stabilized  price  means  one  price, 
does  it  not? 

Mr.  1?0LPH.  Yes,  sir. 

The  Chairman.  Well,  then,  if  you  have  got  a  stabilized  price,  and 
that  stabilized  price  is  one  price,  why  is  it  not  a  maximum  and  a 
minimum,  both  at  the  same  time? 

Mr.  RoLPH.  Because  I  do  not  think  that  it  can  bo  maintained.  It 
might  be  broken. 

The  Chairman.  If  it  is  broken — and  the  minute  it  is  broken  the 
element  of  speculation  is  introduced,  is  it  not? 

Mr.  BoLPH.  Yes. 

The  Chairman.  So  that  if  we  are  going  to  have  stabilized  prices, 
and  have  them  a  success,  it  means  that  to  all  intents  and  purposes 
we  are  to  have  one  price  ?  Now,  that  is  the  intent  and  purpose,  too, 
is  it  not? 

Mr.  Rolph.  Not  the  intent  and  purpose  of  these  contracts. 

The  Chairman.  But  I  am  talking  auout  the  thing  that  you  intend 
to  work  out  by  virtue  of  these  contracts.  It  is  utterly  useless,  Mr. 
Rolph,  it  seems  to  me — and  I  say  this  with  all  respect — ^to  say  that 
yoii  are  going  to  have  stabilized  prices,  that  that  is  the  object  that  is 
to  be  desii'ed  and  accomplished,  and  that  stabilized  prices  means  a 
straight  line  of  prices  throughout  the  year,  and  then  at  the  same  time 
to  say  that  this  stabilized  price  is  to  be  a  maximum  price  and  every- 
body is  at  perfect  liberty,  not  only  by  contract  but  under  the  condi- 
tions created,  to  go  as  far  below  as  he  desires  to. 

Mr.  Rolph.  There  is  no  question  about  the  beet  people  being  able 
to  go  below. 

The  Chairman.  Exactly.  The  beet  people  could  go  below  it;  anv- 
body  can  go  below  it;  but  the  minute  he  does  go  below  it  he  breaks 
the  stabilization  to  that  extent.    That  is  true,  is  it  not? 
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Mr.  EoLPH.  Yes.  • 

The  Chairman.  Now,  what  incentive  is  there  for  a  man  to  ro 
below  it  if  he  loiows  there  is  not  a  great  surplus  of  si'gar  in  the 
United  States;  that  the  sugar  price  is  fixed  at  a  certain  figure,  beyond 
which  it  can  not  go,  and  that  the  market  ultimately  must  come  to 
him? 

Mr.  RoLPH.  The  fact  that  since  these  contracts  were  entered  into 
this  price  has  been  maintained  at  the  maximum  indicates  that  there 
is  a  shortage  of  sugar. 

The  Chairman.  Exactly;  but  that  is  not  what  I  am  after.  Now 
of  course  if  there  is  a  surplus  of  sugar  in  the  world  you  do  not  need 
any  price  regulation  at  all,  do  you  ? 

Mr.  FoLPH.  If  there  is  a  surplus? 

The  Chairman.  Yes;  a  surplus  of  accessible  sugar  in  the  world; 
you  do  not  need  to  put  any  maximum  price  on,  because  the  law  of 
supply  and  demand  will  regulate  that.    That  is  true,  is  it  not? 

Senator  Lodge.  It  will  carry  it  down. 

The  Chairman.  And  will  carry  the  price  down? 

Mr.  Kolph.  If  there  is  a  surplus  and  it  is  available;  yes. 

The  Chairman.  Now,  if  there  is  no  surplus  available,  then  any 
man  owning  sugar,  under  the  present  conditions,  knows  that  if  he 
holds  it  he  is  bound  to  get  his  $7.25,  does  he  not? 

Mr.  RoLPH.  If  there  is  no  surplus;  yes. 

The  Chairman.  If  there  is  a  surplus  you  are  an  unnecessary  in- 
cumbrance, and  your  fixinsr  of  these  prices  would  tend  to  fix  a  high 
price  on  the  consumer.  If  there  is  a  shortage,  or  only  enough  to 
supply  the  market,  then  every  sugar  man  in  the  country  knows  to- 
day that  by  simply  sitting  back  and  holding  onto  his  sucrar  he  will 
get  the  full  price  of  $7.26;  and  that  is  what  you  call  stabilization? 

Mr.  RoLPH.  The  fact  that  he  is  getting  $7.26  shows  that  there  is 
a  shortage  of  sugar 

The  Chairman.  Well,  that  is  not  the  question. 

Mr.  RoLPH  (continuing).  And  shows  that  the  control  was  needed. 

The  Chairman.  No;  it  does  not  show  that  there  is  a  shortage  of 
sugar,  because  let  me  tell  you  what  you  have  done,  if  you  want  to 
argue  it.  For  many  years  the  sugar  refiners  of  this  country — ^the 
most  of  them — sought  to  get  under  one  organization  and  to  fix 
prices,  and  all  the  trust  legislation  of  the  country  has  been  aimed 
ngainst  that  sort  of  thing.  Now  all  these  men  are  brought  into  a 
room  and  they  sign  an  agreement  by  the  terms  of  which  they  agree 
that  they  will  not  buy  any  sugar  except  through  one  source.  That 
source  is  sufficiently  powerful  to  control  the  sugar  supply  of  the 
world.  Then  they  agree  that  they  will  not  take  down  more  than  a 
ceitain  price  for  their  work  of  rfefining.  They  are  thereby  put  into 
absolute  control  of  the  whole  situation  much  more  completely  than 
they  ever  were  or  could  have  been  under  anv  trust  arrangement  in 
the  world.    Now,  that  is  what  you  have  worked  out  here,  is  it  not? 

Mr.  KoLPH.  That  matter  was  placed  entirely,  in  every  detail,  be- 
fore the  Attorney  General  of  the  United  States  and  passed  on  by 
liim  and  approved  by  him  as  an  advisable  and  necessary  thing  under 
these  conditions. 

The  Chairman.  That  is  to  sa^,  the  Attorney  General  of  the  United 
States  said  that  there  was  nothing  in  the  trust  laws  that  would  make 
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it  impossible  for  an  international  commission  to  be  organized,  and 
for  that  international  commission  to  control  the  sugar  supply.  That 
is  the  key  to  this  whole  situation,  is  it  not? 

Mr.  BoLPH.  And  he  also  passed  on  the  beet  organization,  which  is 
not  international. 

The  Chairman.  Now,  since  you  were  going  to  control  the  supply 
of  sugar,  why  did  you  not  do  this :  Why  did  you  not  buy  these  Cuban 
sugars  or  contract  for  these  Cuban  sugars,  the  part  that  was  to  come 
to  America,  and  then  say  to  these  refiners :  "  The  man  that  will  re- 
fine this  sugar  cheapest  and  give  it  to  the  American  people  the  cheap- 
est will  have  the  sugar  supplied  him,"  instead  of  getting  these  men 
into  a  room  and  agreeing  with  them  on  a  good,  fat  profit  and  under- 
taking to  fix  a  stabilized  price? 

Mr.  RoLPH.  Mr.  Spreckels  did  not  agree  on  that  good,  fat  profit. 

The  Chairman.  Mr.  Spreckels  is  not  my  man.  I  never  saw  him 
until  this  hearing  began.  I  do  not  laiow  him  anv  better  than  I 
know  you.  I  am  not  asking  about  agreements  witli  these  refiners. 
You  were  given  the  power,  or  at  least  undertook  the  power,  of  con- 
trolling the  Cuban  sugar  supply — ^the  sugar  supply  of  the  world. 
These  men  were  all  obliged  to  take  out  licenses  if  they  did  business. 
They  had  to  take  those  licenses  on  the  terms  and  conditions  you 
people  fixed.  Now,  why  did  you  not  go  and  contract  these  Cuban 
sugars  at  the  best  price  you  could  in  connection  with  the  English 
commissioners,  and  then  say  to  these  sugar  refiners:  "  Now,  the  supir 
is  under  contract.  What  are  the  best  terms  each  of  you  will  offer 
to  furnish  this  suffar  refined  to  the  American  people?" 

Mr.  Koi^H.  I  aid  not  have  that  power  that  you  state;  and  as  to 
the  arrangement  with  the  refiners,  acting  in  my  official  capacity,  I 
consider  that  it  was  very  much  more  desirable  to  have  a  uniform 
margin  agreed  to  voluntarily  with  them  than  to  have  this  bidding 
that  you  refer  to,  because  some  refiners  would  have  had  it  all,  and 
others  none  at  all. 

The  Chair^ian.  If  some  of  the  refiners  would  have  had  it  nil,  it 
would  have  had  to  be  because  they  put  a  price  so  low  that  the  other 
refiners  would  not  meet  it.    Is  not  that  true? 

Mr.  RoLPH.  Well 

The  Chairmax.  Is  not  that  true — inevitably  true? 

Mr.  RoLPH.  The  difl'ercnce,  the  margin,  is  so  small,  $1.30,  based 
on  the  cost  of  refining,  that  it  could  not  have  amounted  to  very  much, 
and  it  was  a  fair  and  equitable  distribution  of  the  sugar  to  all  r^ 
finers. 

The  Chairman.  Oh,  yes.  You  got  the  refiners  together,  yon  got 
Mr.  Spreckels,  you  got  the  Sugar  Trust,  you  got  all  the  allies  of  the 
Sugar  Trust,  you  got  all  the  independent  refiners  together,  and  you 
represented  your  own  company  there 

Mr.  RoLPH.  No;  I  bcj  leave  to  differ  with  you. 

The  Chairman.  Who  did  represent  your  own  company? 

Mr.  RoLPH.  Mr,  Andrew  Brown. 

The  Chairman.  All  right.  Mr.  Brown  represented  your  own  com- 
pany, and  you  agreed  among  the  refiners  and  yourselves  what  the 
refiners'  profits  were  to  be. 

Mr.  RoLPH.  No;  I  did  not. 

The  Chairman.  Well,  who  did  agree  on  it? 
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Mr.  RoLPH.  They  agreed. 

The  Chairman.  The  refiners  agreed? 

Mr.  KoLPH.  Yes;  on  a  maximum  margin. 

The  Chairman.  Did  you  have  anything  to  do  with  fixing  that 
mnximum! 

Mr.  RoLPH.  I  was  there  present,  and  after  they  had  agreed  as  to 
what  they  would  do  I  submitted  it  to  Mr.  Hoover  and  asked  if  it  was 
agreeable  to  enter  into  a  contract  on  that  basis. 

The  Chairman.  And  it  was  approved  on  that  basis? 

Mr.  RoLPH.  Yes. 

The  Chairman.  So  that  the  refiners  themselves  fixed  the  amount 
of  toll  they  were  to  charge  the  trade  or  the  American  people,  and  you 
people  afterward  approved  it? 

Afr.  RoLPH.  It  was  a  voluntary  agreement  on  a  maximum  price. 

The  Chairman.  Certainly, 

Mr.  RoLPH.  And  they  have  the  same  opportunity  to  compote;  any 
refiner  who  wants  to  make  a  price  lower  than  $1.30  is  absolutely  free 
to  do  it. 

The  Chairman.  Oh,  yes;  we  have  been  all  over  that.  There  is  no 
reason  for  him  to  do  it. 

Mr.  RoLPH.  Why  not? 

The  Chairman.' The  refiners  got  together,  and  the  refiners  agreed 
nmong  themselves  what  toll  they  were  going  to  charge  for  the  grist 
that  went  throiigh  their  mills,  and  there  was  not  a  single  human  be- 
ing there  at  that  time  to  represent  the  consuming  American  peoj^le, 
was  thei*e? 

Mr.  RoLPH.  Yes;  I  did. 

The  Chairman.  You  did? 

Mr.  RoLPH.  Yes,  sir. 

The  Chairman.  Why,  you  have  just  said  you  had  nothing  to  do 
with  it:  you  did  not  take  any  i>art  in  it. 

Air.  RoLPH.  I  got  their  decision  as  to  what  they  were  willing  to  do. 

The  Chairman.  You  got  their  decision? 

Mr.  RoLPH.  Yes,  sir. 

The  Chairman.  And  you  approved  their  decision.  Now,  I  am  talk- 
ing about  the  time  when  the  refiners  were  there  fixing  their  own 
prices,  negotiating  with  each  other.  Did  you  say  to  them,  "  You  can 
not  go  above  a  certain  figure"? 

Mr.  RoLPH.  I  tried  to. 

Tho  Chair^i an.  Did  you  say,  in  substance  and  effect, "  You  can  not 
go  above  a  certain  figure?  " 

Mr.  RoLPH.  Yes;  I  did. 

The  Chairman.  Then  you  had  something  to  do  with  fixing  this 
price,  did  you  not? 

Mr.  RoLPH.  No;  I  told  them  that  I  did  not  think  any  agreement 
(hat  they  would  submit  that  carried  with  it  a  margin  of  over  so  much 
would  be  accepted  by  the  Food  Administration. 

The  Chairman.  Do  you  not  think  that  was  having  something  to 
do,  or  was  it  not,  with  the  fixing  of  the  price? 

Senator  Vardaman.  What  would  have  been  the  effect  if  those 
people  had  not  accepted  your  suggestion  and  acted  upon  it,  if  it  had 
not  been  agreeable  to  the  Food  Administration? 

Mr.  RoLPH.  Why,  then  there  would  have  been  no  contract  entered 
into. 
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Senator  Vardauan.  There  would  have  beeo  no  licoise  granted,  jou 
menn? 

Mr.  RoLPH.  Yes;  there  would  have  been  a  license  panted, and  tbeo 
it  would  have  become  necessary  for  the  Food  Administrator  to  have 
regulated  pi-o6ts,  which  is  a  very  difficult  thing  to  do,  and  which 
would  have  meant  chaos  throughout  the  entire  country  by  having  as 
many  different  prices  as  there  were  different  re&ncries  or  beet  fac- 
tories. 

The  Chairman.  Was  that  the  only  alternative^ 

Mr.  KoLPH.  That  was  the  nnly  nltemntive  that  I  laiew  of. 

The  CiiAiRUAN.  Suppose  you  had  allowed  the  business  to  go  on  is 
it  had  gone  on  in  previous  yeare,  when  there  never  was  a  shortage  of 
sugar  in  the  history  of  the  American  Republic,  a  real  shortage — that 
would  liave  been  another  alternative,  would  it  not? 

Mr.  BoLPH.  Well,  of  course  you  make  that  statement.  I  want  to 
sav  that  you  have  got  to  take  conditions  into  consideration. 

The  Chairman.  Oh,  certainly. 

Mr.  RoLPii.  We  never  have  nad  such  a  war  in  the  history  of  the 
American  Nation. 

The  Chaibmax.  Oh,  yes;  we  had  this  war  from  the  2d  day  of  Au- 
gust, 1914. 

Mr.  RoLpH.  You  have  not  had  Europe  pulling  on  this  country  to 
the  same  extent  that  it  has  been  in  the  last  few  years  and  to  the  greater 
extent  that  it  is  going  to  pull  on  this  country  next  year  and  the  year 
Following,  if  this  war  keeps  on. 

The  Chairman.  Let  us  see.  The  European  war  began  about  the 
Mdayof  August,  1914? 

Mr.  RoLPH.  Yes. 

The  Chairman,  The  sugor  crop  of  that  year  had  not  yet  been  har- 
rested,  had  it,  and  readied  the  market? 

Mr.  BoLPH,  August}    Yes;  a  very  large  part  of  it  had. 

'J'he  Chairman.  Beet  sugars  had  not  reached  the  market,  had  theyl 

Mr.  RoLPH.  Beet  sugars  t 

The  Chairman.  From  August,  19J4,  up  to  the  month  of  August, 
L915,  constitutes  a  sugar  year? 

Mr.  R01.FH.  Yes. 

The  Chairman.  And  prices  during  that  time,  with  a  less  crop  than 
ive  have  now,  and  a  less  crop  than  we  had  last  year,  had  not  been  at 
ill  exorbitant,  had  theyj  and  there  liad  been  no  sugar  shortage!  I 
lo  not  care  about  the  price;  there  had  been  no  sugar  shortage  in  this 
lountry  ? 

Mr.  RoLPH.  No;  but  a  very  large  part  of  the  available  sugar  of 
;he  world  had  been  locked  up  in  the  central  powers  in  that  time. 

The  Chairman,  Exactly.  It  was  locked  up  in  the  central  powers 
it  that  time  and  has  been  ever  since! 

Mr.  EoLPH.  Yes. 

The  Chairman,  From  the  2d  day  of  August  on  it  was  locked 
ip,  and  yet  there  was  no  sugar  shortage  in  this  country! 

Mr.  EoLPH.  There  has  been  a  decrease  in  the  world's  productioo  of 
jractically  something  over  2.800,000  tons. 

The  Chairman.  Do  you  mean,  now,  by  taking  out  the  Germanic 
lowers? 

Mr.  EoLPH.  No ;  I  mean 
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Tlio  Chaiiiuan.  Where  wrs  the  decrcnsei  We  are  getting  off  int 
detail.  There  ought  not  to  be  any  question  between  yoii  and  me  aboi 
the  fact  that  in  1914 — all  the  ngnres  are  in  now  about  the  sugu 
supplies — hihI  for  1915  and  for  IDIG,  three  years  of  European  wa: 
there  had  not  been  any  sugar  shortage  in  this  country.  Now,  that  i 
the  fact,  is  it  noti 

Senator  Kenyon.  What  is  (he  use  of  going  over  them  ogain  if  the 
are  in?  Can  you  not  just  dmw  the  conclusion)  Wo  want  to  gi 
through  with  this  witness  son:.e  time. 

The  Chairman.  The  figiires  are  in.  I  am  trying  to  get  a  conch 
sion  from  the  witness.  Is  it  not  a  fact  that  for  1914,  1915.  and  19H 
three  years  of  the  war,  there  was  no  sugar  famine  in  the  Unite 
States? 

Mr.  RoLPH.  We  nsed  just  what  we  consumed. 

The  Chairman.  Just  answer  whether  there  was  a  sugar  famine. 

Mr.  BoLPH.  There  was  no  sugar  famine. 

The  Chairman.  Yes.  There  was  no  sugar  famine  in  the  Unite 
States  until  what  time — real  famine? 

Mr.  BoLPH.  Until  November  of  this  year. 

The  Chairman.  Yes;  and  prior  to  that  time  the  sugar  contract 
had  been  made — the  contracts  between  the  refiners,  to  which  yo 
refer;  about  the  1st  of  October? 

Mr.  BoiPH.  That  had  nothing  to  do  with  the  supply  of  sugar. 

The  Chairman.  I  am  asking  you  about  the  fact.  That  is  the  fac 
is  it  not? 

Mr.  RoLPH.  The  making  of  those  contracts  had  nothing  to  do  wit 
the  location  of  sugar. 

The  Chairman.  No  ;  but  is  it  not  a  fact  (hat  the  contracts  had  bee 
made  about  a  month  before  the  sugar  famine  came? 

Mr.  BoLPH.  Yes;  yes. 

Senator  Lodge.  I  ehoukl  like  to  osk  a  question  there,  if  I  may,  if 
will  not  interrupt  you. 

The  Chairman.  Certainly. 

Senator  I^odge.  You  said,  Mr.  Rolph,  that  you  fixed  $7.15.  whic 
wiis  a  voluntary  arrangement  miide  lay  the  beet-sugar  factories. 

Mr.  Rolph.  $7.9.5.  less  2  per  cent. 

Senator  Lodge.  Weil,  $7.25.  less  2  per  cent.  Tliat  was  thought  1 
be  fair  to  the  factories? 

Mr.  BoLPH.  Yes.  sir. 

Senator  LonoE.  Why  did  you  advance  the  price  of  beet  sugar  i 
Boston  to  $8.15? 

Mr,  EoLPH.  Because  it  would  have  been  impossible  to  have  nllowe 
that  difference  to  get  to  the  consumer:  and  after  consulting  with  M 
James  H.  Post,  chairman  of  the  American  Refinei-s'  Committee,  i 
New  York,  nnd  then  securing  the  consent  of  Mr.  Hoover,  I  aiithnrixc 
the  sale  of  that  sugar  at  $8.1.'i.  because  it  was  the  equivalent  of  tl 
Louisiana  price  of  the  sugar  tliat  was  then  coming  into  the  Bosto 
market.  If  that  sugar  hud  been  sold  at  $7.2;>,  it  would  have  been  in 
possible  to  get  it  to  the  consumer,  and  it  would  have  causied  more  • 
less  disturbance  amon?  the  retail  trade,  because  one  retailiT  on  or 
side  of  the  street  would  have  sugar  at  $7.25,  and  the  retailer  on  tl 
opposite  side  of  the  street  would  have  augur  at  $8.1i». 
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Senator  Lome.  Why  irould  it  have  been  impooBible  to  get  it  to  the 

isumert 

Mr.  RoLPH.  Because  there  was  no  control  over  the  retail  trade,  and 

3  ndministnitors  in  the  various  States,  particiiliu-ly  in  New  York, 

d  fised  muxiinum  prices  for  the  retailers,  and  they  were  charging 

jse  prices. 

Senator  Lodge.  Exactly. 

The  CnAinMAN.  Who  had  fixed  them!    Pnrdon  me,  I  did  not  grt 

\t.    Who  had  fixed  the  mnximum  prices  for  tlie  retailers! 

Mr.  ItoLPii.  So  far  as  New  York  was  concerned,  the  commissioner 

;re  in  New  Yorli,  Dr.  Moscovitch.    I  do  not  know  what  liis  official 

sttion  is. 

The  Chairman.  Is  that  one  of  the  reasons  that  you  now  assign 

ly  you  coukl  not  send  the  sugar  in! 

Mr.  KoLPH.  Why  I  could  not  send  it  in! 

Senator  Loikie.  Oil,  no.    They  sent  the  supir  in,  but  thev  gave  the 

it-siig!ir  men  a  cent  more,  in  round  numbers — not  quite — 4m(l  I 

derstand  it  \tos  hcciuise  it  was  impossible  to  get  it  to  tlic  (.•onsiimer. 

iw,  that  advance  was  made  in  order  to  maintain  the  relation  bo- 

een  the  Louisiana  cane  and  the  beet  sugar,  was  it  not! 

Mr.  RoLFU.  The  first  Louisiana  sugars  were  just  coming  into 

iston. 

Senator  Lodoe.  I  know  that;  but  was  not  that  done  to  keep  tbe 

ation  between  them! 

Mr.  KoLPii.  Yes,  sir;  it  wns  to  eliminate  too  many  prices. 

Senator  Lodoe.  Yes.    Well,  then,  the  beet-sugar  price  is  maintained 

a  level  with  the  Louisiana  cane,  and  that  with  the  Cuban  cano, 
it  not? 

Mr.  KoLPR.  Xo;  the  Cuban  price  is  $8.35. 

Senator  Lodge.  Well,  you  brought  it  up  nearly  to  the  Cuban  price, 
as  not  the  effect  to  keep  the  three  prices  on  a  level! 
Mr.  RoLPii.  As  nearly  as  possible. 

Senator  Vardaman.  The  effect  of  that,  Mr.  Botph,  would  have  been 
sadvantngeous  to  everybody  except  tlie  consumer. 

Mr.  EoLTH.  Yes.     It  was  impossible  to  get  it 

Senator  Joxes.  And  by  increasing  the  price  of  beet  sugar  in  the 

Inntic  const  market  it  ^vou]d  have  had  n  tendency  to  increase  the 

pply  of  sugar  in  the  Atlantic  coast  country;  would  it  not! 

Mr.  RoLPH.  There  is  no  question  about  it. 

Senator  Jokes.  And  that  action  had  a  direct  tendency  to  relieve 

s  shortage  up  in  Massachusetts! 

Mr.  RoLPii.  Yes. 

Senator  Lodge.  I  think  Senator  Jones  does  not  quite  nndcrstnnd 

int  happened.    There  was  100.000  tons  of  beet  sugar  arranged  to 

Tie  to  Massachusetts  or  New  England  nt  $7.15  or  $7.25,  and  tlmt 

s  widely  heralded  and  given  out  from  here.     After  tliat  sugar  wn3 

its  way  into  New  England,  the  price  was  raised  to  $8.1o.  so  that 
;y  could  sell  ot  the  sume  price  as  the  Louisiana  cane  which  was 
•n  being  manufactni-ed  in  one  of  the  American  Sugar  Refining 
i.'s  refineries  near  Boston, 

>onii((n-  JoxEs.  Was  the  $8.15  price  limited  to  that  lOO.OtX)  tons! 
Senator  Looge.  It  was  limited  to  New  England — limited  to  that 
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Mr.  RoLPH.  One  hundred  thousand  bags. 

Senator  Lodgk.  Well,  whatever  it  was. 

Senator  Jokes.  Was  the  price  of  $8.16  limited  t 

Senator  Lodge.  It  was  limited  to  New  Engloni 
has  since  been  extended  to  New  York. 

Senator  Jones.  But  it  did  not  apply  solely  to  (b 

Scnntor  Lodoe.  Yes;  it  applied  to  all  the  beet 

Senator  J0ne9.  And  which  might  come  int 

Seniitor  Lodok.  Well,  no  more  come  in.  No  mi 
It  raised  the  price  of  beet  sugar  to  the  inhabitau 
nearly  a  cent.     That  is  what  liappcned. 

Senator  Jokes.  I  will  ask  if  it  would  not  np] 
Michigan  siignr  which  we  have  heard  of  here  i 
tfiinsportationi 

Senator  Lodge.  I  suppose  it  wonld  have  appli 
do  not  know  that  this  was  not  Micliigun  sugar  th 

Mr.  IloLrn.  It  was  California  sugar. 

Senator  Lodge,  It  would  have  applied  to  all  be 
into  New  England.  That  is,  the  difficulty  was  s 
boet  sii^nr  people  nearly  a  cent  more. 

Senator  Jo:«es.  The  point  that  I  was  trying  to 
or  not,  in  addition  to  the  thing  that  you  have  noi 
niso  have  had  a  tendency  to  increase  the  supply  < 
New  England  market. 

Senator  Lodge.  It  would  hove,  certainty,  if  we 
by  the  law  of  supply  and  demand,  and  had  had 
vre  (lid  not  hnve  a  free  market. 

Senator  Jones.  Did  you  not  have  a  free  market 
wns  concerned? 

Senator  Lodob.  We  did  not. 

Senator  Jones,  Do  you  know  of  any  limitation 
where  a  beet-sugor  man  might  sell  hia  beet  sugarl 

Senator  Lodge.  It  was  being  distributed  under 
Food  Administration. 

Senator  Jone&  I  have  not  so  understood  that 
trntion  designated  the  markets  in  which  beet  sugai 

Senator  I^odoe.  We  were  assured  in  New  Engla 
Food  Administration  was  going  to  relieve  the  sit 
ing  this  100,000  bags— or  100,000  tons,  or  whatevc 
into  New  England. 

Senator  Jones.  Evidently,  from  what  has  appei 
to  send  additional  beet  sugars  in  there. 

Senator  Lodge.  I  do  not  know  whether  they  dii 

Mr.  RoLPH.  We  tried  to  get  beet  sugars  sliipi 
embnrjroes  placed  on  it  by  several  of  the  railroad: 
succeed  in  having  the  embargoes  raised.  There 
and  some-odd  cai-s  tied  up  in  embargoes  of  beet  suj 

The  Chairman.  Where? 

Mr.  BoLPH,  I  do  not  know  exactly  where ;  some 
and  Michigiin,  and  New  York  and  the  New  Ei 
were  stniggling  with  a  problem  of  trying  to  supp 
Eitgiir,  from  the  producing  centers  in  the  West  to 
almost  impoGsibU  to  ship  sugar  through  famine 
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beyond  where  there  wero  famine  districts.  We  had  hoped  to  relievf 
the  New  England  situntion,  earlier  than  it  was  relieved,  by  shipmfni; 
from  New  Orleans  of  Louisiana  sugars.  But  the  Louisiana  crop  vu 
soniewhst  late.  They  hod  a  freeze  which  delayed  the  whole  arrange- 
ment. 

Senator  Lodqe.  Without  regard  to  those  details,  you  were  endear- 
oring  to  improve  the  distribution  so  as  to  relieve  the  scarcity  in  certain 
places  ? 

Air.  RoLPii.  T  was. 

Senator  Lodge.  Have  you  saved  nothing  by  conservation? 

Mr.  BoLPH.  I  think  there  has  been  a  considerable  saving  by  con- 
servation.    You  are  asking  for  my  opinion?     There  are  no  facts. 

Senator  Lodge.  There  ore  no  facts! 

Mr.  RoLPH.  No. 

Senator  Lodge.  But  you  think  there  was  a  considerable  saving  bj 
conservation? 

Mr.  RoLPH.  I  think  there  was.  I  think  it  is  more  than  offset  by 
increased  consumption.  There  is  no  doubt  that  a  very  large  amouni 
of  sugar  was  used  for  preserving  this  year,  more  than  was  used  befow. 

Senulor  I^noE.  Yes;  \\b  have  heard  about  that. 

Mr.  BoLPK.  And  I  think  there  has  been  more  of  an  increase  on 
account  of  prohibition  in  prohibition  States.  The  number  of  soldier 
who  have  been  using  gums,  candies,  and  soft  drinks  throughout  the 
entire  year,  I  think,  has  made  an  appreciable  difference,  and  I  tliinli 
it  will  continue  to  do  so. 

Senator  Lodoe.  Then  the  net  result  of  conservation  was  nothing! 

Mr.  RoLPH.  There  has  been  substituted  by  legislation  throughout 
the  country  another  use  for  sugar  that  formerly  did  not  exist  in  that 
way. 

Senator  Vardaman.  You  really  think  the  scarcity  of  liquor  drives 
people  to  SHgor! 

Mr.  RoLi'H.  ]  think  there  is  no  doubt  about  that. 

The  Chairjian.  This  prohibition  business  has  some  frightful  re- 
sults attached  to  it 

Mr.  RoLPH.  May  I  make  a  statement  just  to  correct  some  figures 
given  on  yesterdny? 

The  CiiAtRJiAN,  Certainly. 

Mr.  RoM-H.  It  WHS  tpstitied  to  here  yesterday  that  the  constniiption 
represented  obout  one-third  direct  and  two-thirds  through  mauufac- 
turing  sources. 

Seniitor  I>oooe.  It  was  testified  just  the  other  way. 

Mr,  BoLPii.  Two-thirds  dii-ect? 

Senator  I^rcE.  Two-thirds  individual  consumption  and  one-third 
mnnuf  net  tiring. 

Mr.  RoM-H.  I  think  the  figures  sliould  be  reversed.  I  think  tliat  it 
is  one-third  direct  nnd  two-thirds  in  manufactures. 

Senator  Loi;oe.  That  would  not  affect  the  result  of  the  net  con- 
servation miiteriiilly? 

Mr.  Rdi.rii.  No;  but  in  line  with  the  testimony  that  was  piven,  in 
view  of  the  3  pounds  per  capita  per  month,  really  it  is  the  same 
equivalent  us  it  is  now. 

Senator  Ken  vox.  The  people  have  not  responded  to  this  re*)uest 
of  the  Food  Administration  to  stop  using  so  much  sugar,  have  tlie;1 

Mr.  BoLPu.  I  think  they  have. 
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Senator  Kenyon.  You  think  they  have! 

Mr.  RoLPH.  I  think  there  has  been  a  conservation  in  all  thin^ 

The  Chairman.  You  think  there  has  been  a  conservation  in  all 
things,  and  you  think  the  only  extra  way  that  sugar  was  used  was 
the  good  women  of  the  country  putting  it  up  in  tlieir  preserves  nncl 
jams,  and  those  will  come  back  on  the  ^blo  and  be  a  source  of  saving 
hereafter,  will  they  not? 

Mr.  RoLPH.  Yes. 

I'he  Chairuan.  And  then  you  think  that  cutting  off  alcohol  from 
the  soldiers  has  driven  some  of  them  to  chewing  gum,  and  things  of 
that  sort? 

Mr.  RoLPH.  Candies,  ice  cream  sodas,  soft  drinks  of  all  kinds,  and 
chocolates. 

The  Chairman.  While  we  had  this  sugar  famine,  and  while  you 
have  been  asking  everybody  to  conserve  sugars,  did  you  cut  down  the 
siifrars  to  the  candy  makers  and  people  of  that  kind? 

Mr.  RoLPH.  We  have  tried  to  cut  the  deliveries  of  sugar 

The  Chairman.  Have  you  done  it? 

Mr.  ROLPH.  Yes;  to  the  best  of  our  ability. 

The  Chairman.  How  much  have  you  saved  that  way! 

Mr.  RcLPH.  I  have  no  figures. 

The  Chairman.  Have  you  any  idea? 

Mr.  RoLPn.  I  think  it  is  considorablo. 

Tho  Chaiuman,  "Considerable,"  when  talking  about  sugar,  oi 
coni-sc,  is  very  indefinite;  could  you  bo  any  more  definite  than  tliat? 

J!r.  B<"LPH.  No;  I  can  not. 

Tho  Chairman.  Anyway,  notwithstanding  all  yonr  efforts,  we 
pot  up  to  a  famine.  I  want  to  ask  you  now  about  this  one  matter, 
I  have  here  a  table  that  I  want  to  put  in.  I  wirfd  five  or  six  of  the 
principal  svgar  companies  as  to  their  supplies.  Tho  telegram  I  sent 
generally  was  this: 

ExRrorr  No.  08. 

Washinotok,  D.  C,  December  15,  1017. 
Westcbw  Suoab  REFtKiKn  Co.. 

finn  Frtiiiriitco,  Cnl.: 

The  Senate  CommlttPP  nn  Mnnntn'-tiireji  hns  unrter  InvcsflsnUnn  the  cause  o1 
(he  siiRnr  Blii>rlnire  nml  therefore  naks  tlint  ymi  teleErstph  ImneHliiitely  niimliei 
of  tons  Hnwnllim  rinva  your  wnrehon'-es  Cnliforuin  Septeiiil>er  1.  niiitihei-  oi 
Ions  Blnce  re<*lve<l.  miinlwr  of  tims  reflnetl.  nnrt  qiiniitity  of  raw  ninl  rettneil 
on  (iniid  I>ecetJil»er  ID;  nlso  state  nuiiiher  of  cars  dlatrilmteil  Missouri  Itlvei 
lerrliory.  nuiiil>er  of  enra  Chicago,  nml  number  of  mrs  east  of  CIilenRO.  Stiini- 
lute  l)lpbcst  aad  lowest  basis  price  territory  descrlheO  this  period,  also  pi-eseul 
basis  price.  _ 

Jaues  a.  ItEED,  Chairman. 

Goiernment  business. 

Similar  telegrams — not  all  identical — were  sent  to  these  different 
companies.  I  will  read  the  answer  to  the  one  I  sent,  forwarded  bj 
tlie  Western  Sugar  Refining  Co.,  which  is  as  follows: 

ExHniiT  No.  00. 

San  Fb  ah  CISCO,  CAt.,  December  17.  1017. 
Jaukm  a.  Rkkd. 

Chairmnn  Sonntc  Committee  on  Itannfalturci,  TTaaMnfUon,  />.  C: 
Raws  oil  linnd  September  1,  Ineludlns  Hnwnflnn  onil  I'lilllpplne  centrlfiignli 
oiKl  low-grnile  Manlliis,  23.195  tons.    Arrlveil  mn'-e  SeptemlHT  1.  to  imd  In- 
clud:ue   December  14,  37.090  toiia.    Raws   refined   eniiie  period,  48fl02  toua 
8S404— 18 ^20 
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ItiiwB  on  hand  opt^nlng  hnslneas  Demmb«r  15,  11,377  tons;  refined.  7.SS3  tnas. 
Hicliesi  mill  loweiat  liiisetl  iirl<e  fur  nil  innrketti  during  Septeutber,  ^.50  nni] 
$8.40,  resiiectlvel.v.  Hlfihest  nnd  lowest  price  for  nil  murketH  west  of  Clilrajo 
tei-riiory,  luctuilltig  Mis.'uiitrl  IHver,  since  October  1.  J7.33  oud  ?7.2-i,  i* 
flpec-llvely.  BiieIb  price  fur  Clilcnso  nnd  mnrkets  enat  thereof  since  imd  In- 
cluiiliic  Octolter  1,  $8.35.  Compiling  reconl  of  distribution  by  curs  east  ot 
Including,  Mlttsunrl  Itlver;  will  wire  some  aa  soon  ns  completed. 

WESTEBN  SDOAB  ItEFIM:^G  Co. 

I  will  put  these  telegrams  in,  with  the  consent  of  the  committee. 

I  hnve  a  compilation  here  of  the  telegrams,  which  shows,  taking  the 
California  cone  production,  that  the  Western  Sugar  Befining  Co- 
on September  1  had  on  hand  23,105  tons,  and  received  from  that  time 
to  December  14, 37,000  tons,  wli  ich  aggregates  00^285  tons. 

That  the  California  &  Hawaiian  Sugar  Refining  Co.  had  on  hand 
September  1  25,353  tons,  nnd  received,  between  September  1  and 
December  14, 42,145  tons,  which  makes  n  total  of  67,498  tons. 

That  the  California  &  Hawaiian  Sugar  Refining  Co.  had  i^ws  on 
hand  December  15  of  2,240  tons  and  refined  on  hand  December  lo  nf 
0,183  tons. 

\Vithout  following  the  figures  out,  it  further  shows  that  there  were 
Bent,  of  the  California  and  Hawaiian  sugars,  to  the  Missouri  River 
trade  18,078  tons  during  this  period,  and  to  Chicago  there  were  sent 
11,155  tons,  and  east  of  Chicago  none. 

The  same  statement  is  here  from  the  California  Cone  Sngar  Co.. 
and  also  shows  a  compilation  of  the  beet-sugar  companies,  so  far  as 
tliey  reported.  They  are  the  Great  Western  Refining  Co.,  the 
Spreckels  Sugar  Co.,  the  Utah-Idaho  Sugar  Co.,  the  Michigan  Sugar 
Co.,  and  the  Americin  Beet  Sugar  Co.  Thev  show  the  amount  on 
hand  on  November  1,  December  1,  and  December  15  in  each  instance. 
Let  that  go  in. 

(The  papers  referred  to  are  printed  in  the  record  in  full,  as  fol- 
lows:) 

Exhibit  No.  70. 

be&t-sngar  production. 
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EsHioiT  No,  Tl. 

Den^-er,  Colo.,  December 

ilanufactiirci. 

WimMnglon  : 
IteplylnK  to  your  teleRrnni  ir>th,  nnr  totnl  prmliictloii  In  100-pnn 
.Vovember  1.  1,130.210  Ikiks;  to  Docciiilier  1.  Iiicliiilliii:  iilxive,  l,4'Jfl.7; 
De(«iiil>er  15,  inL-ludlus  above,  1,S33.&1S  bags.    Auiouut  uuiililpped  D< 
430,043  boss. 

Americait  Bket  S 

The  nttnchetl  telecrnm  wns  wnt  to  the  followlne:  Ameiiinii  UcH 

Denver;  Great  Westeni  Sugnr  Co..  E)enver!  Utnh  &  Iilnlin  Suciir  Co.. 

City;  Spreckels  Sugar  Co.,  Sou  Francisco;  Mlcliltniu  Beet  Sugar  C 

Ulch. : 

Exhibit  No.  T2. 

Washikotok,  D.  C„  December 

The  Sennte  Committee  on  Mnnnfncliires  hns  iindor  Inventlcntlon 

of  the  siicnr  sliortnge  nml  thei-efure  naks  thnt  yon  leleeriiph  immeil 

<t)mp(in.v*8  pro«ItH-tlon  to  November  1,  to  December  1,  to  Deceiabe 

aiuouat  DDsbippcd  December  15. 

Jaues  a.  TInxD,  C 
QovemmeDt  baslnesa 

EsHiDiT  No.  T3. 

Detboit,  Uich.,  December 
Hod.  James  A.  Reed. 

Chairman,  Vniled  Btatci  Senate,  Washington,  D.  C: 
AnsiverlnE  your  teleRrnm.  we  proiluceii  no  sufmr  tills  yenr  prior  tr 
1;  output  to  Decemlier  1.  iri,453  short  tons;  output  to  December  15,  2 
tons;  amount  unshipped  December  IS,  0,000  short  tous. 

M ten  10 AN  S 


EsHiDiT  No.  74. 

Salt  Lake  City,  Utab.  Dcci 
Senntor  Jaues  A.  IIeed, 

Viutirman  Senate  Committee,  WatMngton,  D.  C: 
Tour  iniTulry  juRt  received.    Novemlier  1  we  hml  protluced  30.000.< 
•noir;  December  1.  08.000.000  pminils;  DeceinlM-r  l.'i.  inoooft.ooo  pi 
■hipped  December  IS,  143,000,000  pouods.    Shortage  caused  lo  our  t 
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Inbor  BtinrtfiRe.  prent  number  of  fnrmer  boys  tanTlnR  enltstetl  for  Army  aerrlce. 
and  nvnllalite  supply  of  Itilrar  liinilequate ;  also  on  ticcount  of  cxtremelT  dry  [nil. 
which  prevented  beets  from  ptowIhr,  l*roHpPet>  (or  nn  nvernge  crop  next  yenr 
rei7  donbtful  ticeotiut  Intnr  tihortiiRe,  the  hiKh  price  of  whent  fixeil  by  Ton- 
(iresn  miiklnK  It  Impossible  for  u»  tii  fiecure  ncrenge  contrncts  nt  less  tbnii  S8.'iO 
per  ton  to  the  farmer,  nnd  then  fnriiiers  think  more  In  f2  whent.  We  cnii  imt 
piij-  nuire  for  beets  ou  account  of  price  of  sugnr  being  Bsed  at  fT3?  by  Foo>] 
Adiuiulsiratlou. 

Utah  Idaho  Scqak  Co^ 
By  SIekbiix  Kioley. 

Esuinrr  No.  75. 

San  Francisco,  Cai..,  December  17, 101'. 

JaURR  a.  TlRKD, 

ChulrinaH  Senate  Committee  an  llanufitctvrct, 

Waihiiigton,  D,  C.: 
Production  to  November  1,  000.017  bnss;  to  neceinl)er  1.  1.007  077  bnEs;  lo 
December  lo,  1.10Q,4SU  bogs.    Auiouat  uushlppeal  December  15,  037.2S3  liii^s. 

Spbeckels  Sdoa£  Co. 

Exhibit  No.  70. 

Den\-eii,  Colo^  December  IS,  1011. 
Senntor  .Tajiks  A,  Hketi. 

Unitid  Rtiitca  Stiuilc,  WnAhlnptoit,  D.  C: 
IteferrhiR  your  teleBriun  l-"itli.    Production  of  100-pounil  ImRs  to  Nnvemher  1 
totid    129!).0C2   Imps;    to   Decemher   1    totjil,    UkIucUiik   previous    pro.lni-il.uL 
2,070,CI)D  hues;  to  Deceni1>er  Vi  totnl,  Iticlmllug  previous  pi-oUuctlon,  S.GTO.TIS 
ha& ;  uuslili)ped  December  lo,  2,142,707  bass. 

The  Gb£at  Westkbn  Scoab  Co. 

ExHiDiT  No.  77. 

San  Francisco,  Cal.,  December  17,  ISn. 
jAum  A.  Rkcp. 

Chairman  Senate  Committee  on  ilaniifnrttirct, 

Wathlui/ton.D.C: 
Dlstrlhullnn  Reptemlier  1  to  December  15,  Missouri  Itl\-er,  00  cars;  Cbkago, 
104  cun ;  eust  of  CliicuKO,  74  cars. 

Westesn  Sitcab  Refusing  Co. 

ExniBiT  No.  78. 

CiiiCAoo,  Itx.,  DeccmBcr  JC,  lOn. 
Senntor  Jasies  A.  Item, 

Cliiilniiini  Committee  on  llnnHfacttircs,  WtisMngton,  D.  C: 

Total  Itoet  pnmnhitetl  susnir  pnxincllnn  this  season  to  dnte.  SSo.OnO  short 

tons.     Iliive  wli-eil  fui*  Informiitlun  ucceHsnry  to  plve  ,vou  nccumte  tlpures  oa 

ni1e.'4  and  deliveries  to  ilute;  Uoiie  he  uhle  to  wire  fuu  this  lufonuatlou  tu-    j 

morrow.  ' 

Houacb  G.  Eablg,  Uanaf/er. 

EXHIDIT  No.  70. 

Chicago,  Itx.,  December  18,  ISn. 
Benator  jAtnui  A.  TIekd, 

C/utliman  Cmniwttce  im  IfannfactuTca. 

United  Stiitci  Senate.  Waahlngton,  D.  C: 
Itcfcrrinp  ynnr  telcRrnm  lutli  and  ours  IQth.    Total  beet  ffrnnulnted  sa;ar    ' 
saliw  uud  deliveries  from  tliU  season's  crop  to  Deceiuber  12,  302.000  toud.  I 

HoBACK  C.  Eabli,  Uunager. 
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Exhibit  No.  80. 

San  Fbancisco  Cal.,  December  18,  1317. 
Hon.  Jaubs  a.  Recd,  i 

U.  S,  Seitate,  Wathtnffton,  D,  C. 

Hawallnu  rawa  on  hiiQtl  our  wnrehousee  Cnllfomln  September  1,  25..')33 
toils;  niiioiiiit  received  8iuce,  42.14I>  tons;  on  hand  December  15,  raws,  2,24U 
toils:  refined.  0.183  bms;  amount  refined  illstrlliuted  Missouri  Itiver,  compris- 
ing Diikotus.  Nebmska,  Knusaa,  Oklnhomit,  Mliiuesotn,  Iowa,  Missouri,  mid 
Ai'kniisns.  18.078  toiin;  nmount  distributed  CliUngo  terrttory,  comprlslug  Illl- 
uols  and  WIscodbIu,  11,175  tons;  further  east,  none. 

Califobnia  &  Hawaiian  Suoar  Refo.  Co. 

Jfr.  RoLPH.  Mny  I  osk  to  bo  allowed  to  put  this  in,  a  statement  in 
reference  to  the  transportation? 

The  Chairman.  This  is  n  telegram  of  December  12  which  comes 
from  Iho  food  administration  sugar  distributing  committee.  It 
mny  "o  in. 

(The  telegram  referred  to  is  here  printed  in  the  record  in  full, 
as  follows:) 

EsHiniT  No.  tfl. 

Chicago,  December  IS,  1017. 
Mr.  Gbobgk  M.  Rolph, 

Care  American  Reflncn  Committee,  111  Wall  St.,  New  York: 
We  nre  wiring  Edward  Chnmhers,  trniiaportiitlon  director,  Wnahlnpton,  ns 
fnllow-d:  BaiviX  upon  tetenmm  from  Mr,  lliilpli  December  4,  reporlhic  no 
cnitinrgo  on  food  products  nnd  under  express  Instructions  from  Food  AdniiiiiB- 
imtloii.  Wusblugton,  we  accepted  numerous  orders  to  relieve  serious  suifiir- 
Gupply  sltiintlou  New  York  State  nnd  I'eunsylvauln  points  auU  Baltlinoie,  Md., 
■lid  linve  sblppetl  mnny  curs  from  MIclilKnn-Oldo  fiictorlefi;  also  liave  between 
ij  anil  20  cars  now  ]onde<l  nt  tliese  factories  In  comiiletlon  of  onlera  which 
we  accepted.  We  nre  advised  to^ay  New  York  Central  lioldtiii;  cars  account 
emtmrtro  east  of  Ashtiibuln ;  also  Baltimore  Ohio  any  accepting  no  eastern 
slitpnieuts  even  on  Oovernmeat  orders;  also  I.ake  Erie  Western  refuses  take 
bii.-ihiess  for  points  ofT  own  lines;  also  Pennsylvania  refuse  cars  for  Itiitliea- 
ter  nt  Junction  Tolnlo  account  embargo ;  also  Grand  Trunk  refuse  acceiit  0  cnra 
fur  New  York  State  points  loaded  to-day  at  Owossii.  Mich.,  and  other  lines 
named  refuse  accept  7  curs  at  Bllssfleld,  Mich.,  aud  S  or  4  cars  nt  Ottawa,  Ohio. 
Very  Iniportant  shipments  already  transit  nnd  these  adilltlomil  IS  care  now 
londcil  proceeil  to  desttuntluns  Immediately."  Earnestly  hope  our  eastern 
MilpmentB  made  und^^r  your  Instructions  will  not  be  delayed  In  transit  and 
tliat  you  wilt  Rive  us  all  possible  assistance  In  removing  embargo  and  hurry- 
hjg  tniasportatloa. 

Pood  Aduinibtbation  Suoab  Disto.  CouurmE. 

Mr.  RoLPH,  Here  is  another  one  I  want  in  the  record. 

The  Chairman.  I  do  not  think  letter  written  by  Mr.  Chambers, 
irho  has  been  right  here  in  town  since  this  hearing  began,  ought 
lo  go  in. 

Senator  Kekton.  Is  he  here  now! 

Mr.  RoLpii.  Yes.    AVould  you  coll  him  J 

The  Chairman.  I  want  to  ask  you  about  some  sugar  ownerships 
that  I  do  not  think  have  been  touched  on.  The  United  Fruit  Co. 
owns  its  own  plantations  in  Cuba,  does  it  not? 

Mr  RoLPH.  I  only  know  that  from  hearsay. 
_  The  Chairman.  Do  you  understand  that  ns  a  matter  of  informa- 
tion in  the  trade? 

Mr.  RoLPii.  Yes, 

The  Chairman.  And  it  in  turn  owns  the  Revere  Sugar  Refining 
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Mr.  EoLPH.  I  think  that  is  true. 

The  Chairman.  In  other  words,  there  is  a  common  ownersliip, 
ornewhnt  similar  to  tiie  kind  of  ownership  that  exists  between  tlit 
■cfining  company  witii  which  you  were  connected  and  the  Sugar 
■'iiptoi's  Co.? 

Mr.  KoLPH.  I  bolicTe  there  is. 

The  Chairman.  Tlie  Gmmetcy  Sugar  Refinirji  Co.  in  LoiiisiiM 
5  owned,  is  it  not,  by  tlic  Ciiban-Americnn  SiiRiir  Refining  Cai 

Mr.  RoLPir.  I  can  not  testify  to  tliose  things,  because  I  only  knoa 
liom  as  heiji'say. 

The  CiiAiKMAN.  Do  yon  nnderstand  that  as  n  matter  of  informa- 
ion  that  comes  to  yon  in  the  trade,  and  in  your  pressnt  position! 
_  Mr.  RoLi'H.  I  (Jo  not  know  just  who,  ivhetlier  it  is  B.  H.  Howell 
i  Sons,  of  the  Cuban- American,  or  just  wliat  the  ownersliip  is. 

The  Chaih-Max.  The  Cuban-American  is  controlled  by  B.  H. 
iowell  &  Sons,  who  are  agents  for  tlie  National  Sugar  Refining 

:o.? 

Mr.  RoLriT.  Thnt  is  right. 

The  Chairman.  And  in  the  National  Sugar  Refining  Co.  Ihs 
American  Sugar  Refining  Co.  owns  a  large  interest,  as  it  has  been 
tatcd? 

Mr.  RoLpii.  It  is  testified  here. 

The  CiiAiitJiAx.  So  (iiat  a  rise  in  prices  of  the  Louisiana  sugy 
coukl  benefit  that  combination  of  companies,  would  it  nott 

Mr.  KoLi'ii.  I  can  not  see  how  it  would  have  the  slightest  effect 
n  them. 

The  Chairmax.  You  do  not  think  it  wonld  help  them  nrv.  a!- 
hough  they  own  nnd  nro  themselves  the  proprietors  of  the  sugiirsi 
f  yoti  riiisc  the  price  of  Louisiana  sugar,  that  would  put  up  the 
n-ice  of  these  other  sugars.    Is  not  (but  true? 

Mr.  RoLi'ii.  It  would  put  (hem  down,  fi-om  8.85  to  8.15. 

The  Chairman,  If  you  raise  Ihe  price  of  I^uisiana  sugars,  nni! 
hese  gentlemen  are  manufacturing  sugars,  drawn  fi-om  phintntions 
hut  they  own.  will  not  the  price  of  sugara,  following  the  Louisiana 
irire,  benefit  them? 

Mr.  RoLi'n,  1  do  rot  know  thnt  they  own  any  plantations. 

The  CiiAinMAN.  That  is  just  what  I' asked  you. 

Mr.  RoLiMi.  I  do  not  think  thev  do. 

The  Chairman.  The  Wiirner  Sugnr  Refining  Co.  owns  a  planta- 
ion  in  Cuba,  dni's  it  not? 

^tr,  Rdi.rH.  I  believe  they  do.    I  believe  they  are  interested. 

The  CHAinsf  AX.  And  that  it  also  owns  a  bce't-sugar  factory  in  Cal- 
foinin.  does  it  not? 

Mr.  Roi.i'11.  I  believe  I  hey  are  interested  in  one. 

The  Chaiiimax.  Therefore  thoy  are  interested  in  a  high  price— 
hnt  is.  a  hipli  price  for  raw  BUg:ir  would  benefit  their  intei-cstst 

Jtr,  RoLrii.  A  high  pi'icc  for  Louisinn;i  sugar? 

The  CiiAirniAN.  A  h'gh  ])rice  for  rnw  sugar  would  benefit  them  if 
bey  ai-e  producers  of  raw  sugar,  would  it  nott 

Mr,  Rni,rii.  In  Cuba;  yes. 

The  Chairman.  They  run  a  beet-sugar  factory  in  Cnlifomia- 
rhfv  buy  the  bwts? 

^(l■.  Koi-i-H.  I  do  not  know  whether  they  arc  interested  in  tbntnow 
IF  not.     I  understand  tbey  are.     I  do  not  know  to  what  extent 
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The  Chairuan.  I  understand  you  maT  be  in  error  nbont  some  of 
these  tiling  but  I  am  trying  to  get  your  oest  knowledge  in  the  tnide. 
The  pi-oprietors  of  the  Western  Supnr  Refining  Co.  own  phintiitiona 
in  California  jointly  with  the  American  Sugar  Refining  Co.,  do  they 
not? 

Mr.  RoLFH.  Own  plantations  in  California? 

The  Chairiiaji.  Yes- 
Mr.  RoLPEi.  The  Spreckels  Brothers,  John  C.  Spreckels  Brothers 
&  Co.,  of  California,  aro  the  ownere,  together  with  the  American 
Sugar  Refining  Co.,  I  Iwlieve,  of  the  Spreckels  Beet  Sugar  Co.;  the 
Spreckels  Sugar  Co.,  or  the  Spreckels  Beet  Sugar  Co. 

The  Chaihhan.  Is  that  a  beet-sugar  company,  or  does  it  handle 
beets  and  cane  both? 

Mr.  RoLPH.  No,  it  is  only  beet. 

The  Chairman.  Do  they  raise  beets?  Do  they  have  largo  tracts 
of  Innd  and  raise  beets  themselves? 

Mr.  RoLPH.  I  do  not  know  to  what  extent  They  own  tho  largest 
beet  factories  in  the  world. 

The  Chairman.  Do  you  know  whether  they  own  the  lands  or  not, 
or  control  them? 

Mr.  RoLPH.  I  am  not  ncqiinintcd  with  the  details. 

The  Chairman,  The  Pennsyhanin  Sugar  Refining  Co.  participates 
in  that  contract  for  Hawaiian  sugars,  and  refines  its  sugar  at  10 
cents  per  poimd  less  than  the  price  of  tlie  others,  which  sives  tliem  a 
mnrgin  of  1.40  against  other  refiners  at  1.30,  does  it  notT 

Mr.  RoLPH.  Yes;  it  will. 

The  Chairman.  The  Savannah  Sugar  Refining  Co.  is  controlled 
by  the  Oxnard  interests,  is  it  not? 

Mr.  RoLPH.  What  is  that? 

The  Chairman.  Tlie  Savannah  Sugar  Refining  Co.  is  controlled 
by  the  Oxnnrd  interests,  is  it  not? 

Mr.  KoLPH.  So  I  understand.     ' 

The  Chairman.  And  they  also  control  the  American  Beet  Sugar 
Co.,  do  they  not? 

itr.  RoLPH.  I  can  not  say  who  controls  it 

The  Chairman.  You  understand  they  hare  an  interest  in  it? 

Mr.  Roi-PH.  Robert  Osnard  is  the  manager  of  it 

The  CnAHtMAN.  Were  you  present  at  any  time  when  the  negotia- 
tion* were  on  with  reference  to  the  Louisiana  sugar  prices? 

Mr,  RoLPii.  I  wns. 

(Thereupon,  at  1.80  o'clock  p.  m.,  a  recess  was  taken  until  2.30 
p.m.) 

AFTERNOON  SESSION. 

The  committee  reconvened,  pursuant  to  tho  taking  of  the  recess, 
at  2.aO  o'clock  p.  m. 

TESTIHOHT  OF  OEOSGE  U.  KOLPH— Besmned. 

Senator  Joseb.  Is  it  not  a  fact  that  England,  France,  and  the 
United  States  arc  seeking  sugar? 

Mr.  Roi,PH.  They  are. 

Sonatnr  Jones.  Is  (hat  due  to  nny  shortage  in  tho  supply  or  to 
what  other  cause,  if  any? 
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Mr.  RoLPH.  All  those  countries  are  very  short  of  sugar. 

Senator  Jones.  Due  to  what! 

Mr.  RoLPH.  Due  to  a  lack  of  available  sugar  in  the  world. 

Senator  Jones.  Then  there  is  a  lack  of  available  sugar  in  the 

31-ld? 

Mr.  EoLFH.  Yes;  there  is. 

Senator  Jones.  How  long  has  that  condition  existed  I 

Mr.  RoLPH.  That  condition  has  existed  for  some  time,  and  is  most 

ute  nt  the  present  time. 

Senator  Jones.  Had  that  condition  anything  to  do  ivith  tho  tv» 

the  retail  price  of  sugar  in  the  spring  and  early  summer  of  this 
nr? 

Mr.  RoLPH.  It  liad  something  to  do  with  it. 
Senator  Jones.  To  what  extent  is  (liero  a  shortage  in  the  available 
pply  for  those  countries  just  mentioned} 

Mr.  RoLPH.  The  diortnge  of  sngnr  in  the  world's  crop  repre- 
nts,  from  1014  to  1017,  about  2,800,000  tons. 
Senator  Lodge.  You  mean  the  world  outside  of  Germany  t 
Mr.  RoLPH.  The  whole  world. 

Senator  Lodge.  Or  do  you  mean  the  shortage  in  Germany! 
Mr.  RoLPH.  I  mean  the  total  shortage  in  the  world's  crop. 
Senator  EjOdge.  "  Tlie  world  "  includes  Germany  and  Austria. 
Mr.  RoLPn.  Yes. 

Senator  Lodge.  Then  how  much  of  that  shortage  is  German  and 
ustrian  shortage? 

Mr.  RoLPH.  That  is  the  total  shortage.  In  1013-14  the  crop  of 
uropean  beet  sugar  was  8,113,351  tons,  and  the  estimated  European 
et  crop  for  1917-18  is  3,840,000  tons. 

Senator  Lodge.  Does  that  include  Germany,  Austria,  and  Busail 
Mr.  RoLPH.  Yes. 

The  CiiAiBMAN.  Do  you  mean  that  those  lost  figures  include  Ger- 
any  and  Austria  and  Russint 

Mr.  RoLPH.  Yes.     The  reduction  in  the  total  crop  of  all  coun- 
ies  in  the  world. 
The  Chairman.  Pardon  me,  but  is  not  that  reduction  arrived  «t 

this  way,  thot  before  the  war  the  crops  of  Austria  and  Gcmiany 
ere  counted  as  a  part  of  the  world's  sugar  supply,  and  that  since 
le  war  they  are  not  counted  as  a  part  of  the  world's  sugar  supply' 
Mr.  RoLPH.  They  are  counted  as  n  part  of  the  world's  sugar  sup- 
!y,  but  they  are  locked  np  in  this  case. 

Senator  Lodge.  They  have  been  locked  up  since  1014? 
Mr.  RoLPK.  Yes. 

Senator  Lodge.  And  the  Russian  supply  is  practically  locked  up' 

Mr.  RoLPH.  They  have  lind  thiit  available  partly. 

Senator  Ixjdoe.  How  did  they  get  it  out? 

Mr.  RoLPH.  TUcy  used  it  up. 

Senator  Lodge.  Oh,  they  used  it  themselves? 

Mr.  Roi.pii.  Yes.    The  figures  I  have  here  are  from  Willett  &  Gniy< 

id  tliey  show  for  Europe  tlie  countries  of  Germany,  Austria,  Hun- 

ity,  Belgium,  Serbia,  Bulgiii'la. 

Senator  lyincE.  How  much  have  we  drawn  from  thot  source  in  the 

ist  three  years? 

Mr.  RoLFu.  We  have  not  drawn  any. 
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Senator  Ix>doi:.  Then,  there  is  nothing  new  in  that  There  is  no 
oew  \ossi 

Jlr.  EoLPH.  No. 

Senator  Lodge.  What  I  think  we  want  to  get  at  is  what  Mr.  Babst 
fnlkcd  about  yesterday,  the  available  supply  outside  of  those  which 
yon  have  read,  of  which  we  are  deprived  by  the  fact  of  war. 

Mr.  RoLPH.  The  figures  that  I  have  here  are  the  figures  that  have 
been  prepared  by  the  international  sugar  committee,  showing  that 
(lie  stocks  of  sugar  in  the  world  available  for  use  of  the  United  States 
ond  tlie  allied  nations  at  war  with  Germany,  and  the  neutral  Euro- 
pean countries,  represent  a  total  domestic  production  of  tho  United 
States  in  this  territory  of  2,075,000  tons.  The  Cuban  crop  is  esti- 
mated at  3,200,000  tons;  Britisli  West  Indies  at  300,000  tons;  Santo 
Domingo,  for  export,  150,000  tons ;  Mauritius,  150,000  tons ;  Peru  and 
Brazil,  70,000  Ions;  and  Java,  250,000  tons,  making  a  total  of  G,l!)5,000 
(ons,  estimated,  from  which  we  should  deduct  for  short  crops  in  the 
United  States  beet  125,000  tons,  ns  the^  wei-e  figured  at  800,000  tons, 
snd  25,000  tons  from  estimated  Louisiana  crop  of  250,000  tons,  and 
Jura  as  unavailable,  250,000  tons,  making  the  total  available  sugar 
Jor  the  various  nations  5,705,000  tons. 

Senator  Lodge.  You  have  not  made  any  allowance  for  the  Porto 
Bicnn  increase? 

Mr.  KoLPH.  I  have  Porto  Rico  at  500,000  tons. 

The  CiiAiBUAN.  And  what  about  the  Cuban  increase  of  600,000 
tons? 

Senator  Lodge.  Oh,  this  is  for  next  year! 

Mr.  RoLPH.  Yes.    1  put  Cuba  at  2,300,000. 

Senator  Lodor.  Those  are  estimated,  of  course? 

Mr.  RoLPH.  The  requirements  of  these  various  countries  are:  The 
United  States,  3,700,000  tons;  estimated  exports  from  the  United 
Stntes  to  the  United  Kingdom,  France,  and  neutrals,  550,000  tons, 
making  a  total  of  4^50,000  tons  for  the  United  States;  the  United 
Kingdom,  1,850,000  tonsj  France,  100,000  tons;  Canada,  320.000;  . 
iociif  domestic  consumption  in  Cuba,  100,000  tons;  British  West 
Indies,  50,000  tons,  making  a  total  of  1,020,000  tons,  or  a  totnl  re- 
quirement of  0,170,000  tons,  showing,  if  these  figures  are  correct, 
lliat  we  will  be  somewhat  short  of  sugar  this  next  year  unless  thi? 
Cuban  crop  turns  out  better  than  the  figures  that  we  have  here,  unless 
sliips  are  provided  to  go  to  Java  to  bring  over  approximately  250,000 
Ions. 

Senator  Lodge.  You  calculate  then  that  the  beet  sugars  of  France 
ure  absohitely  extinct? 

Mr.  RoLPii.  No;  I  figure  France  at  200,000  tons  of  sugar. 

Senator  Lodof..  I  did  not  catch  that  in  your  list- 
Mr,  RoLTH.  These  are  the  requirements  of  the  countries. 

Senator  IjODoe.  I  did  not  catch  it  in  your  list  of  production. 

Mr.  RoLPH.  No ;  these  are  the  imports  from  those  various  countries. 

Senator  Ix)dge.  I  understand,  but  you  gave  what  purported  to  be 
n  list  of  sdl  available  sugar  and  you  gave  nothing  for  France. 

Mr.  RoLPU.  France  requires  800,000  tons  in  addition  to  what  she 
produces. 

The  Chaibman.  Has  France  reduced  any  in  her  consumption  since 
the  war? 

Mr.  RoLFH.  She  has  reduced  considerably. 
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The  Chairman.  How  much! 

Mr.  HoLFH.  France's  prewar  normal  consumption  was  43.85  pounds 
KT  capitii.     She  has  now  reduced  to  32  pounds  per  capita. 

The  Chairman,  Has  England  reduced  since  tlie  warf 

Mr.  BouH.  England's  prewar  per  capita  consumption  was  93.3T 
x>unds,  iind  she  has  reduced  to  60  pounds,  a  decrease  in  each  case  of 
ibont  25  to  27  per  cent. 

The  Chairman.  Are  these  figures  for  England  t  That  is  the  tern 
[  used.    Do  yon  apply  them  to  the  entire  British  Empire! 

Mr.  RoLPH.  I  apply  them  to  the  United  Kingdom. 

The  Chairman.  How  about  Canada.  Has  the  consumption  de- 
Teased  any  there  t 

Mr.  RoLPH.  I  have  not  the  figures  for  Canada. 

The  CuAiRMAN,  How  about  Australia  1 

Mr.  RoLPH.  I  have  not  the  figures  for  Australia. 

The  Chairman.  New  Zealand! 

Mr,  RoLPH,  I  have  not  the  figures.  I  can  only  pye  you  the  per 
capita  consumption  of  Germany,  the  Xetherlands,  Russia,  Austria, 
flungnry,  Norway,  Sweden,  Switzerland,  Denmark,  Belgium,  tlie 
Jnited  kingdom,  and  the  United  States,  prewar. 

Senntov  \^nnAMAN.  Will  you  put  that  in  the  record! 

Mr.  Eoi,rn.  Yes. 

(The  matter  referred  to  was  later  furnished  by  Mr.  Kolph,  and  i* 
lere  printed,  as  follows:) 

Per  capita  contumptiott  of  tugar  In  I91S. 

My 11- OS 

i|Mln 14.19 

tiiBs'n 2-i.-13 

Umtro-Hunsary 20. 11 

telRiiim sens 

^ninre' WW 

lerintiiiy _„ 4-">-13 

iJetlierhnvIs rJl.n9 

f  \ve<len'Ni>rwoy •''•  ^ 

!\vlt7.erl>in.l TA-W 

Jiiitwl  Stfites Rl- 14 

,'tilteii  Kliigiiom ' Ifi.  31 

>enninrk 95-5^ 

Senator  Jones.  Have  you  the  reduced  consumption  per  capita 
igurcs  there  for  tho&e  same  countries? 

Mr.  Rolph.  No;  only  for  the  United  Kingdom  and  France. 

Senator  Jones.  The  supply  of  sugar  in  Germany,  Austria,  nnd 
Russia  has  practically  been  cut  ofE  from  the  United  States  and  tlio 
United  Kingdom,  has  it  not,  since  the  war  in  Europe  began! 

Mr.  Roi.pii.  It  lins  been. 

Semifor  Jones.  State  tlien  why  it  is  that  during  the  war  years  of 
1S>1.7  and  1010  there  was  not  this  shortage  of  sugar  in  the  UniteJ 
States,  and  why  that  shortage  exists  now. 

Mr.  Rolph.  Because  during  those  early  years  there  was  sufJiciprit 
onnage  to  move  sugar  from  more  distant  places.  Large  quantities 
)f  Java  sugar  were  taken  from  Java  to  the  United  Kingdom,  Imt  ns 
he  submarine  sinkings  increased,  it  became  more  and  more  difRciilt 

■  ivr  cBulln  ronnuniptloD  nt  prr-mnt  time;  Uiilinl  Klscdom,  direct,  SS;  Indirect.  4t: 
otal,  09.    FraDi-e,  tilaxt,  18;  ludiruct,  18;  total.  St. 


to  secure  shins  to  transport  cnr^ 
sought  n  mnrket  in  the  West  Iiidi 

^nator  Jokes.  Then  while  the 
the  production  in  sugar  outside 
year  1<.>17  was  ns  large  and  perhi 
yet,  owing  to  ship  facdities  nnd  wi 
nble.    Is  that  your  position!  , 

Mr.  BoLPH.  It  is.  It  has  absol 
made  very  earnest  efforts  nt  the  t: 
to  secure  Jnpanese  ships  to  bring 
and  it  was  impossible  to  secure 
country. 

Sentitor  Jones.  I  will  ask  you 
year  1917,  starting  in  the  spring 
United  States,  the  United  Kingdc 
gi'eater  relatively  thnn  the  rehitivi 

Mr.  RoLPH.  I  think  there  is  no 

Senator  Jones.  Then  in  your  j 
be  performed  by  the  creation  of 
as  has  been  crented ! 

Mr.  RoLTH.  It  was  to  prevent  c< 
supplies. 

Senator  Joxes.  And  unless  that 
in  your  judgment,  would  be  the  r 

Sir.  EoLPH.  I  think  that  the  c 
unrestrained,  would  have  sent  pri< 

Senator  Jones,  You  mean  abn* 

Mr.  RoLPH.  Yes ;  as  shown  by  I 

Senator  Jones.  State  what  was 
in  the  United  States  in  the  sprinj 
to  prices. 

Mr.  Eoi,PH.  They  were  very  hij 
Ihe  shortage  of  sugar  that  cfevel 
East. 

Senator  Jones.  In  your  opinit 
lliere  been  no  attempt  nt  regiihitii 

Mr.  RoLPH.  I  believe  that  if  '. 
mission  to  break  tlie  control  at 
you  would  have  seen  sugar 

The  Chairman.  Oh,  (hat  is  nol 

Senator  Jones,  That  is  a  suffici 

Mr.  EoLPrt.  I  think  you  wonl 
12  or  13  cents  a  pound,  anj  it  wf 
hud  been  permitted  to  buy.  the  i 
lit  more,  in  order  to  scciiie  the  su 
not  have  remained  out  of  the  m: 
and  there  is  no  telling  where  tht 

Senator  Jones.  In  agreeing  u| 
and  the  manufacturers  of  beet  si 
arbitrary  price  wos  fixed,  was  tin 

Mr.  ItoLPH.  None  wliatever. 
JV'nnlor  Jones.  I  believe  you  i 
mum  price  1 
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Mr.  SoLPH.  It  was  n  maximum  price  for  the  beet  people  and  a 
laximum  margin  for  the  refiners. 
Senator  Jones.  If  it  should  happen  that  there  should  be  a  large 
jpply  of  sugar,  an  excessive  supply  of  sugar,  would  that  have  a 
mdency  to  reduce  the  jobbing  price  below  the  seven  and  a  quarter 
nd  the  price  for  cane  sugar  wnich  was  agreed  upon} 
Mr.  EoLPH.  Yes;  it  would  have. 

Senator  Jones.  What  is  the  purpose  in  fixing  this  price! 
Mr.  RoLPH.  The  purpose  in  fixing  the  maximum  price  was  to  stop 
peculation  and  profiteering  as  much  as  it  was  possible  to  do  so. 
Senator  Vardaiian.  If  they  could  not  pay  aboi'e  it,  would  it  not 
Qve  the  same  demoralizing  effect  to  lower  the  price?  If  thev  coiild 
ot  pay  above  the  maximum  price  which  you  fixed,  as  jrau  said  would 
nve  lieon  the  result  had  vou  permitted  Mr.  Spreckets  to  go  alwve 
lat,  would  it  not  have  the  same  demoralizing  effect  if  he  sold  it 
jIow! 

Mr.  RoLPH,  No;  because  as  a  rule  in  changing  prices  due  to  mnr- 
it  conditions,  unless  there  are  unusual  conditions,  prices  all  seek  the 
ime  level  for  the  reason  I  stated  to-dny. 

Senator  Vardaman.  You  do  not  know,  then,  that  there  were  not 
her  refiners  that  wanted  to  get  the  same  sugar  tliat  Mr.  Spreckeb 
d,  do  you  I 

Mr.  ItOLPH.  Do  you  mean  to  hid  higher  for  the  raw  sugar! 
Senator  Vaddaman.  Yes.    When  you  fi.\ed  the  price  and  stabilized 
,  would  it  not  demoralize  the  market  just  as  much  as  if  the  price 
as  raised,  if  you  fixed  the  market  at  a  certain  price!     Would  it  not 
imornlize  the  market  just  as  much  as  to  raise  itt 
Mr.  BoLPH.  Yes. 
Senator  Vabdaman.  That  is  alt. 
Mr.  RoLPH.  Not  demoralize  the  market.    It  would  result  in  chang- 

fthe  stabilized  price, 
enator  .Vabdahan.  You  mean  there  would  be  variations  in  tbs 
nrket! 

Mr.  RoLPH.  Yes. 

Senator  Jones.  You  can  call  it  whatever  you  please,  variation  or 
imoralization. 

The  Chairman.  I  understand  that  if  it  goes  down  it  is  demoraliu- 
in  and  if  it  goes  up  it  in  a  variation. 

Senator  Jones.  Yes:  all  right.  Senator  Lodge  this  morning  stated 
a  very  clear  way  that  his  understanding  of  the  purpose  of  this 
od  regulation  was  that  it  was  to  increase  the  price  to  the  producer. 
Senator  LonoE,  No. 

Senator  Jones.  But  lower  it  to  the  consumer! 
Senator  Lodoe.  No;  neither  you  nor  Mr.  Rolph  understand  what 
asked.  I  said  this:  The  plan  was — and  yoti  will  find  it  in  the 
:ord  because  the  question  was  carefully  framed — the  plan  was,  was 
not,  to  lower  the  price  to  the  consumer  and  at  the  same  time  in- 
■ase  production! 

Senator  Jones.  Yes;  very  well.  Now  I  will  ask  you  what  you  have 
ne  in  that  direction,  if  anything — I  mean  the  Food  Administni- 
n? 

Mr.  RoLPH.  They  have,  as  shown  by  a  chart  in  the  document  called 
Jnifed  States  Food  Administration.  Policies  and  Plans  of  Op- 
ition  on  Wheat,  Flour,  and  Bread  " — opposite  page  40  it  Ehows 


SHORTAGE  OF  SUUAB.  413 

(I  chart  of  the  price  of  wheat  in  1910  and  the  price  of  wheat  in 
1917,  the  Gove\Tiraent's  price  to  farmers,  4^  bushels  in  1917,  and 
the  price  in  barrels  of  flour  nt  the  mill  in  1916  and  1917 

Senator  Jones.  That  is  not  responsive  to  my  question,  of  course. 

The  Chairman.  No ;  that  is  not  competent ;  that  goes  out. 

Senator  LonoE.  It  has  no  relation  to  my  question.  I  did  not  ask 
the  increase  of  price,  I  asked  the  increase  of  production.  When  Mr. 
Holph  will  show  us  on  that  chart  that  the  area  of  winter  wheat  has 
increased,  then  he  can  answer  that  question. 

Mr.  BoLPH,  I  understand  that  an  increased  price  tends  to  increase 
production,  and  the  higher  the  price  the  higher  the  production. 

Senator  Looce,  Yes;  but  you  were  going  to  decrease  the  price  to 
increase  production,  which,  I  say,  was  an  interesting  experiment, 
nhich  it  is. 

Senator  Jones.  I  think  I  can  bring  out  your  point.  Senator.  I 
tliink  I  understand  it. 

I  will  ask  you  to  state  whether  or  not,  as  the  result  of  what  has 
been  done  relative  to  sugar,  the  price  of  sugar  beets  has  increased. 

Mr.  BoLFH.  The  price  of  sugar  beets  has  increased. 

Senator  Lodge.  Ihiit  is  not  responsive  to  my  question. 

Senator  Jones.  I  will  bring  it  out  in  a  scries  of  questions. 

Senator  Lodge.  I  want  to  know  whether  the  beet  area  has  increased. 

Senator  Jones.  Well,  I  suppose  it  is  an  accepted  economic  doc- 
trine, is  it  not,  that  if  you  increase  the  price  of  a  thing,  that  tends  to 
increase  the  production  of  a  thing! 

Mr.  BoLPii.  It  is. 

Senator  Lodge.  But  you  have  just  brought  out  by  your  questions 
the  fact  that  the  beet-sugar  crop  is  to  he  less  next  year. 

Senator  Jones.  No. 

Senator  Lodge.  He  answered  that  according  to  his  estimate  it 
would  be  125,000  tons  less  than  this  year. 

Mr.  BoLPH.  That  is,  this  crop  that  has  just  been  taken  off.. 

Senator  Lodge.  Do  vou  mean 

Mr.  BoLPii.  From  (October  1  to  October  1. 

Senator  Lodge.  That  was  less  than  what! 

Mr.  KoLPii.  The  estimate  that  we  had  for  the  crop  was  800.000 
tons.  The  latest  figures  that  I  have  show  it  to  be  about  055,000  long 
tons. 

Senator  Lodge.  I  am  speaking  of  your  estimate  of  the  nest  year, 

Mr.  RoLPii.  From  the  1st  of  October  of  this  year  to  the  1st  of 
October  of  nest  year. 

Senator  Lodge.  Next  year's  crop! 

Mr.  RoLpH.  Yes;  which  really  means  the  crop  that  is  being 
harvested. 

Senator  Lodge.  The  answer  is  that  you  have  no  knowledge  of  tho 
beet  crop  of  nest  year  at  this  time! 

Mr.  BoLPH.  No,  sir;  I  have  not. 

Senator  Lodge.  Then,  you  can  not  answer  my  question. 

Senator  Jones.  In  the  beet  industry  the  contracts  for  su^jr  beets 
ore  largely  made  in  the  winter  and  early  spring  of  the  year  in  which 
the  beets  are  grown,  are  they  not! 

Mr.  RoLPH.  Yes;  in  California — depending  on  tho  Stato  which  you 
are  referring  to. 


:4  SHORTAQR  OF  BUGAB. 

Senntor  Jones.  I  am  referring  now  to  the  Bocky  Mountain  State-. 
Mr.  RoLTH.  Yes;  that  is  right. 

Senntor  Jones.  And  the  price  for  the  beets  is  fixed  in  tliose  con- 
ncts,  ire  a  rule! 
Mr.  RoLPii.  Yea. 

Senntor  Jones,  And  thnt  crop  of  siignr  beets  comes  onto  the  m«rkel 
iginning  about  the  1st  or  the  middle  of  October  and  extending  Jut- 
g  the  next  two  or  three  or  four  months? 
Mr.  RoLPii.  Thnt  is  right. 

Senntor  Jones.  And   this  increased  price — I  mean  this   lai^lj 
creased  price — for  the  siignr  beets,  hns  been  arranged  for  durbg 
is  ycnr  to  be  put  into  operation  next  year,  has  it  notl 
Mr.  RoLFH.  That  is  true. 

Senntor  Jones.  And  will  or  will  not  thnt  have  a  tendency  to  in- 
ense  the  supply  of  beet  sugar  for  next  year  ? 

Mr.  RoLPH.  The  normal  tendency  would  be  to  increase  the  acreage, 
it  you  have  another  factor  coming  in  there  which  I  would  like  to 
lustrnte  by  a  chart  which  I  have  here  thnt  shows  the  relative  condi- 
□ns  of  food  products  as  compared  to  sugnr.    This  red  line  findicjl- 
g  on  chart]  is  the  sugar  line,  and  from  there  it  goes  down  to — well, 
lis  is  the  comparison  of  the  commodities  at  the  same  time;  for  in-   . 
nncc,  benns  are  to-dny  selling  at  around  15  cents  a  pound,  and  liav    ' 
id  wheat  are  selling  at  very,  very  much  higher  than  normal  prices.    ! 
hose  fnctoi-s  entering  into  competition  with  beets  might  not  brin^   ! 
)out  nn  incrense  in  the  ncrenge;  but  if  conditions  were  normal,  if  the 
vel  of  prices  were  nbout  the  same  as  in  normal  times,  it  should   . 
crease  the  beet  ncren^. 

Senator  Jones.  I  think  I  see  thnt  this  is  a  very  interesting  chart. 
wish  vou  would  state  more  in  detail  what  it  is. 
Mr.  ItoLPH.  It  is  a  chart  showing  the  relative  prices  of  variniis 
immodities,  such  ns  com,  pork,  wheat,  sugitr,  brend,  and  beans,  and 
eel  billets,  and  it  gives  a  comparison  of  the  prices  of  those  com-  ' 
odities. 

Senator  Jones.  Extending  over  what  period  of  timet 
Mr.  RoLPH.  From  1911  to  1917. 
Senator  Jones.  Down  to  the  present  t 
Sfr.  RoLPH.  Down  to  the  present  time. 

Senntor  Jones.  I  would  like  to  have  that  chart  go  in  the  record. 
The  CHAimrAN.  Just  a  preliminary  question:  How  do  you  get  a 
impnrison  of  the  price  of  benns  and  the  price  of  sugar?    Where  do 
)u  start  as  your  basic  point? 

Mr.  RoLPH.  I  will  have  to  ask  the  statisticinn  who  prepared  this 
inrt  ns  to  his  basis.  They  are  all  reduced  to  a  common  basis,  so  that 
is  comparison  is  correct. 

The  Chairman.  How  can  you  get  a  common  basis  between  bean; 
id  sugar? 

Senntor  Jones.  They  start  with  the  prices  at  a  given  time  and  fol- 
w  tliem  on.  I  assume  that  is  what  was  done  in  the  preparation  of 
lischiirt. 

Mr,  RoLrn.  Start  with  percentages  over  a  base  price- 
The  Chairjian.  The  question  always,  then,  is  whether  your  base 
rice  was  a  proper  price  or  not 
Senator  Jones.  Certainly. 


eHOBTAQB  or  SUGA1 

Senator  Vabdahan.  It  will  not  do  any  ha 

The  Chairman.  I^t  it  go  in  for  what  it  is 

Senator  LoncE.  I  would  nsk  simply  for  it 
i^ortint  about  these  methods  of  preparing 
billets  bear  on  the  price  of  sugar  ?  We  know 
demnnd  for  steel  billets  for  particular  purpt 

Mr.  EoLPH.  Steel  billets  bear  on  the  price 
Tvhy  "  steel  billets  "  happens  to  be  put  on  t 
elioiild  have  been  on  this  other  one. 

Senator  Lodge.  Let  me  ask  you  a  questio 
that  up.  If  n  man  could  make  $20  a  day 
could  make  only  $10  a  day  growing  sugar  I 
likely  to  do? 

Mr.  RoLPB.  He  would  go  into  the  steel-bil 

Senator  Lodoe.  And  is  not  that  the  purpos 

Mr.  RoLPH.  Yes. 

Senator  Lodge.  This  does  not  show  wages! 

Senator  Jokes.  Certainly  not.    It  shows  i 

Mr.  BoLPH,  But  the  steel  billets  should 
which  shows  a  comparison  of  the  price  of  suj 
ing  into  the  manufacture  of  other  articles,  5 
and  steel  billets. 

The  Chairman,  Then  it  shows  wages? 

Mr.  BoLFH.  No;  but  I  will  be  very  glad  to 
if  you  like. 

The  Chaihmak.  I  do  not  make  any  requt 
10  cents  a  wagonlond  for  ex  parte  charts 
They  do  not  show  anything  in  the  world.    I 

Senator  Jokes.  I  presume  the  chairman 
member  of  the  committee  to  take  a  different 

The  Chaihmax.  Oh,  I  know  that  others  ■ 

Senator  Jones.  Yes;  I  take  a  decidedly  di 
mutter. 

The  Chairman.  The  reason  I  answered 
the  witness  proposed  to  me  to  put  somethir 
I  hud  requested  it.  I  do  not  mean  to  say 
He  did  it  thinking  I  desired  it,  and  I  therefi 
about  the  desirability  of  it.    I  do  not  care  fo 

Senator  Jones.  Now,  I  should  also  like 
chart  prepared  for  the  same  general  pur] 
but  in  reference  to  different  commodities,  is  i 

Mr.  BoLPH.  Different  commodities  enteri 
ducing  the  sugar. 

Senator  Jones.  And  these  charts  are  pre] 
i-bowing  the  relative  prices  back  in  1914  and 
have  made  down  to  the  present  time,  with 
years  and  the  months  in  the  years! 

Mr.  EoLPH.  Yes,  sir. 

Senator  Jones.  By  whom  were  these  chart 

Mr.  RoLPH.  By  Dr.  Raymond  Pearl,  of  t! 
of  the  Food  Administration. 

Senator  Jones.  Is  he  the  statistician  for  t 

Mr.  RoLPH.  He  is. 
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Senator  Jones.  Why  was  he  so  selected,  if  you  knov  t 

Mr.  EoLPH.  On  account  of  his  ability  in  that  class  of  work. 

Senator  Jokes.  And  this  was  prepared  by  him  in  his  official  ca- 
pacity ! 

Mr.  BoLPH,  It  was. 

The  Chairman.  His  official  capacity? 

Senator  Jones.  As  an  official  of  the  Food  Administration,  and  as  a 
part  of  it,  and  for  the  purpose  of  showing  the  facts  which  it  pretends 
to  show  ? 

Mr.  EoLPir.  That  was  exactly  why  it  was  prepared. 

Senator  Jones,  Have  you  any  reason  to  doubt  its  correctness) 

Mr,  EoLPir.  I  have  not.    I  think  it  is  correct. 

Senator  Jones.  I  ask  that  these  two  charts  be  put  in  the  record. 

The  Chairman.  I  sliould  like  to  have  somebody  who  made  the;* 
charts  toll  us  the  basis  on  which  they  are  arranged.  Here  is  just  a 
picture  brought  in  here  by  Mr.  Rolph,  who  tells  us  that  a  g^intlemnD 
made  it.    Who  is  this  man  ? 

Mr.  EoLPH.  May  I  telephone  for  him) 

The  Chairman.  Who  is  this  man  who  you  say  made  these  charts! 

Mr.  EoLPii.  Dr.  Raymond  Pearl, 

The  Chairman.  What  was  his  business  before  he  became  associated 
with  the  food  control  ? 

Mr.  KoLPH.  I  think  he  was  with  one  of  the  universities.  I  should 
1)6  very  glad  to  telephone  for  him  and  ask  him  to  come  down,  if  you 
wish. 

The  Chairman.  You  thinkhe  was  with  one  of  the  universities! 

Mr.  EoLPH.  Yes. 

The  Chairman.  What  was  his  business  in  connection  with  the 


Senator  Vardaman.  I  suggest,  Mr.  Chairman,  that  after  it  goes  in, 
if  you  want  any  further  light  on  the  subject  we  can  bring  it  in. 

The  Chairman.  Well,  of  cou,rse,  it  may  be  entirely  misleading.  I 
do  not  care.  I  am  net  going  to  be  technical  about  it,  except  I  know 
that  there  has  been  no  kind  of  a  showing  made  for  its  introduction. 
Iwcause  wo  do  not  know  the  basis  on  which  they  proceeded ;  but  let 
them  go  in  for  what  they  are  worth. 

{The  charts  referred  to  were  marked  by  the  reporter  "Exhibit  Xa 
82.  Rolph  No.  5."  and  "  Exhibit  No.  83,  Rolph  No.  6.") 

Mr.  Rolph.  He  was  from  the  University  of  Maine,  one  of  the  gen- 
tlemen tells  me,  and  is  a  well-known  statistician. 

Senator  Jones.  Mr.  Rolph,  you  have  stated  that  the  price  of  sngnr 
beets  for  next  year  has  been  largely  increased  by  agreement  of  the 
teet  manufacturers  above  the  price  paid  in  1917,  1916,  and  previous 
years.  That  will  have  a  tendency,  in  your  judgment,  as  you  have 
stated,  to  increase  the  production  of  beet  sugar.  Now,  then,  exphib 
to  us  what  you  have  done,  if  anything,  which  will  tend  to  reduce  the 
price  of  sugar  to  the  consumer. 

Mr.  EoLPH.  The  Food  Administration  has  entered  into  a  voluntary 
agreement  with  the  beet  producers  whereby  they  limit  their  maximum 
price  for  sugar,  which  maximum  price  is  below  the  average  price  of 
sugar  for  this  year;  and  I  want  to  say  that  the  comparison  of  prices 
lonJay  with  prices  in  prewar  times  is  not  fair.    It  has  got  to  be  based 
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on  the  cost  of  production,  and  the  cost  of  production  haa  very  ma- 
teriallj'  increased,  as  you  can  see  from  these  charts,  byliie  very  com- 
modities that  hare  gone  into  them,  but  above  the  limit  set  in  these 
voluntary^  contracts  *h^  can  not  go.  There  is  no  question  but  that 
if  this  committoe.  for  instance,  should  authorize  the  release  of  those 
contracts  for  a  week  you  would  see  the  sugar — there  is  such  a  de- 
mand for  it  all  over  the  country — jump  up  probably  to  12  or  15 
cents,  and  maybe  higher,  immediately.  The  fact  that  the  contracts 
are  in  existence  holds  it  down  to  the  $7.25  price. 

Senator  Lodge.  Except  where  you  raise  it  to  $8,15. 

Mr.  RoLPH.  Yes,  sir.    I  did  that  for  market  reasons. 

Senator  Jones.  If  the  price  of  sugar  had  been  increased  this  year 
in  proportion  to  the  increase  in  the  price  of  steel  billets,  can  you  esti- 
mate from  this  chart  what  would  be  the  price  of  sugar  to-day? 

The  Chairman.  Xow,  wait  one  moment.  Will  you  let  me  ask  a 
preliminary  question  there? 

.Senator  Jones.  Surely. 

The  Chairman.  The  price  of  steel  billets  has  been  under  Govern- 
ment control,  too.  has  it  not,  Mr.  Rolph? 

Mr,  Rolph.  I  do  not  know. 

Senator  Jones.  I  do  not  think  that  bears  on  my  question. 

The  Chairman.  Why,  manifestly  a  comparison  of  a  price  of  sugar 
with  a  price  of  steel  billets,  both  prices  having  been  artificially  made, 
does  not  give  us  any  possible  line  on  what  the  price  of  sugar  would 
have  been  if  there  had  been  no  regulatidh.    I  think  you  will  see  that. 

Senator  Jones.  I  will  ask  you  if  the  price  of  steel  billets  is  not 
much  lower  since  the  so-called  governmental  regulation  than  the  price 
before? 

The  Chairman.  The  witness  has  just  paid  he  did  not  know  whether 
it  was  regulated  or  not. 

Senator  Jones.  I  did  not  hear  that  answer. 

Mr.  Rolph.  I  have  here  the  comparison  of  sugar  with  cotton.  With 
cotton  at  26  cents  a  pound,  raw  sugar  should  be  worth  11^  or  there- 
abouts. With  cottonseed  meal  at  $67  a  t«n,  it  should  be  10  cents  a 
pound. 

Senator  Lodge.  Has  the  price  of  cotton  been  regulated  ? 

Mr.  Rolph.  No,  sir. 

Senator  Vardaman.  Did  it  ever  occur  to  you,  Mr.  Rolph,  that  the 
supply  of  cotton  is  about  3,000,000  bales  short;  that  this  is  the  small- 
est orop  of  cotton  that  has  been  raised  in  many,  many  years? 

Mr,  Rolph.  Yes;  I  realize  that.  Senator,  but  the  crop  of  sugar  is 
also  likewise  short. 

Senator  Vardaman,  I  thought  it  was  stated  that  there  was 

Senator  Lodge,  Do  you  mean  that  it  was  lower  than  the  year 
before  t 

Mr,  Rolph.  No;  but  I  mean  to  say  that  the  prospective  crop  and 
the  prospective  world's  requirements  which  we  have  before  us  tti-day, 
and  which  is  the  problem  which  the  International  Sugar  Committee 
has  been  struggling  with  for  somo  time,  shows  to-day  that  unless 
we  go  to  Java  and  send  the  ships  to  Java  to  get  the  sugar  there  will 
notT)e  enough  sugar  on  these  estimates  to  go  around. 

Senator  Lodge.  On  that  basis,  you  are  figuring  that  estimate  and 
the  shortage  of  next  year  by  taking  the  crop  of  this  year? 
88464—18 27 
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Mr.  BowH.  I  am  takinf;  the  sugar  that  will  be  available  from 
!)ctober  1  to 

Senator  Lodge.  Let  us  know  what  those  fibres  are.  Are  thcer 
igures  for  the  year  that  have  been  exhibited  in  two  capacities— the 
igures  for  the  year  just  closing — or  are  they  the  estimates  for  the 
lezt  year ) 

Mr.  KoLPH.  They  represent  the  sugars  that  will  be  available  for 
ise  in  the  world  during  the  year  1918,  produced  after  the  1st  of  Octo- 
wr.  191T. 

Senator  Lodge.  Then,  they  are  the  estimates  for  the  coming  yetr! 

Mr.  BoLPH.  Yes,  sir. 

Senator  Lodge.  Exactly.  I  understood  you  a  moment  ago  to  say 
hey  were  the  estimates  of  this  year  when  you  replied  to  me  about 
he  beet  sugar. 

Mr.  BoLPH.  I  am  sorry,  Senator,  for  the  misunderstanding;  but 
his  year  the  production  from  the  1st  of  October  of  this  year,  of  the 
rear  1917 — anything  produced  from  the  1st  of  October,  1917,  to  the 
list  pf  December,  1917,  is  included  in  these  estimatea 

Senator  Lodge.  I  know  it.  How  much  new  sugar  crop  comes  in 
turing  those  three  months  t 

Mr.  RouH.  The  beet  sugar  is  very  largely  produced  in  those  three 
Qontbs. 

Senator  Lodge.  Is  not  the  beet  sugar  ail  harvested  now  ? 

Mr.  BoLPH.  Not  quite.    I  can  not  answer  that  question. 

The  Chairman.  Approxinlately  all  f 

Mr.  Kou-H.  Approximately  all  of  it. 

Senator  Lodge.  The  cane  sugar  is  all  harvested  ? 

Mr.  RoLPH.  No;  Louisiana — are  you  talking  of  to-day t 

Senator  Lodge.  I  am  talking  of  the  great  mass  of  cane  sugar— 
!^uban  sugar.    Is  it  not  all  harvested  long  ago? 

Mr.  RoLPH.  It  is  just  coming  in. 

Senator  Lodge.  No  ;  that  is  the  new  crop.  The  new  crop  is  coming 
n.  The  new  crop  is  the  crop  for  next  year.  They  are  beginning  to 
frind  now  in  Porto  Bico  and  Cuba? 

Mr.  BoLPH.  Yes. 

Senator  Lodge.  That  is  not  yet  on  the  marketf 

Mr.  RoLPH.  Not  yet. 

Senator  Lodge.  What  I  want  to  get  at  is  what  you  are  making  vour 
rt)mparisons  with.  Those  are  the  figures,  as  I  understand  it,  oi  the 
rear  now  expiring? 

Mr.  RoLFii.  No ;  tliese  are  the  figures  that  will  be  available  from 
he  1st  of  October,  1917,  until  the  1st  of  October,  1918. 

Senator  Lodge.  They  are  estimates  for  the  next  crop? 

Mr.  Lodge.  Yes,  sir;  but  they  include  part  of  these  crops. 

Senator  Vabdamak.  What  amount  of  sugar  do  you  estimate  Cuba 
vill  produce  in  that  estimate? 

Mr.  RoLPH.  Three  million  two  hundred  thousand  tons. 

Senator  Lodge.  That  is  the  crop  of  this  year. 

Senator  Vardaman.  Wliy,  it  is  estimated  that  this  crop  will 
imount  to — some  statisticians  or  estimators  make  it  3,600,000  tons. 

Mr.  BoLPH.  Yes,  but  that  is  only  an  estimate. 

Senator  Lodge.  Well,  this  is  only  an  e.stimate. 

Senator  Vardaman.  This  is  only  an  estimate — necessarily  so. 
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Mr.  RoLPH.  This  is  a  more  conservative  estimate  than  that  one. 
The  Cuban  crop  has  always  been  overestimated.  The  Cuban  crop 
last  year  was  estimated  at  3.400,000  tons  at  one  time  and  3,200,000 
tons  "at  another,  and  it  turned  out  actually  to  be  8,000,000  tons. 

Senator  Lodge.  Your  estimate  is  what  you  are  going  to  get  next 
year — those  figures  which  you  arc  comparing? 

Mr.  RoLPH.  For  Cuba;  yes. 

Senator  Lodge.  And  for  Porto  Eico? 

Mr.  RoLFH.  Yes. 

Senator  Lodge.  And  for  beet  sugar  f 

Mr,  RoLFH.  No. 

Senator  Lodge.  You  are  counting  part  of  this  beet-sugar  crop  info 
nest  year's  crop? 

Mr.  RoifH.  Part  of  it.  The  sugar  year — all  statistics  of  all  sugar 
years  run  from  October  1  to  October  1, 

Senator  Lodge.  Exactly.  Well,  then,  that  is  not  an  estimate 
pilher  for  the  past  year  or  the  present  or  the  next ;  it  is  part  one  and 
part  the  other? 

Mr.  RotPH.  The  bulk  of  it  is  this  year's  crop.    • 

Senator  Lodge.  Exactly.    It  is  part  one  and  part  the  other. 

Mr.  RoLPH.  Because  it  started  from  the  1st  of  October,  and  the 
beet  crop 

Senator  Lodge.  What  I  am  trying  to  get  at  is  the  estimate  for  the 
next  sugar  year. 

Mr.  RoiPH.  This  is  the  best  estimate  that  I  can  give  you.  Senator, 
for  the  next  sugar  year — not  the  next  calendar  year. 

Senator  Lodge.  The  next  sugar  year,  and  not  the  sugar  year  that 
has  expired. 
.    Mr,  RouH.  Yes,  sir. 

Senator  Jones.  The  sugar  year,  as  you  have  just  stated,  begins 
with  the  1st  of  October,  and  we  are  now  in  the  early  part  of  the  sugar 
year  of  1917-18? 

Mr.  RoLPH.  YeSjSir. 

Senator  Jokes.  The  beet-sugar  crop  in  the  Rocky  Mountain 
country — and  that  furnishes  a  very  large  percentage  of  the  beet -sugar 
crop,  (ioes  it  not? 

Mr.  RoLPH.  Yes ;  that  furnishes  over  200,000  tons. 

Senator  Jones,  That  begins  to  come  in  about  the  1st  of  October, 
floes  it  not? 

Mr.  RoLPH.  As  a  rule.    This  year  it  was  very  late. 

Senator  Jones.  And  so  the  figures  which  you  have  given  are  for 
«hat  might  be  called  the  present  sugar  year? 

Mr.  RoLPH.  Of  beet  sugar. 

Senator  Jones.  Of  beet  sugar? 

Mr.  RouH,  Yes,  sir. 

Senator  Jones.  And  of  all  those  sugars  for  the  sugar  year,  taking 
ihp  sugar  year? 

Mr.  RoLPH.  Yes,  sir ;  taking  the  sugar  year. 

Senator  Jones.  And  upon  that  basis  the  available  supply  of  sugar 
for  the  sugar  year  beginning  October  1,  1917,  and  extending  to 
October  1,  1918,  will,  in  your  judgment  and  according  to  all  this 
information  which  you  produce  here,  be  short? 

Mr.  RoLPH.  It  will  be. 
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Senator  Jones.  And  the  supply  of  these  countries  which  will  be 
directly  callinf;  upon  the  estimated  supply  ? 

Mr.  HoLPH.  Correct. 

Senator  Jones,  And  if  the  ordinary  condition  of  competition  l*- 
tween  the  Governments  of  Europe  and  our  own  people  were  per- 
mitted to  be  unrestrained,  according  to  the  law  of  economics,  tliii 
would  enhance  the  price;  would  it  nott 

Mr.  EoLPii.  Very  materially. 

Senator  Jones.  And,  in  your  judgment  as  ri  sugar  man.  matfriallv 
above  the  price  which  now  obtains  in  the  United  States  imder  ihe?.' 
agreements  which  have  been  referred  to? 

Mr.  EoLPH.  I  think  it  would  be  very  much  higher. 

Senator  JoxEs.  You  mentioned  this  morning  the  fact  that  the  ow 
principal  thing  which  you  thought  had  been  accomplished  was  (iif 
reduction  in  speculation,  or,  ratncr.  the  elimination  of  speculation. 
Explain  about  that  and  what  has  been  done  in  that  direction,  ai.! 
what  has  been  the  effect  of  it  upon  prices  to  the  consumer. 

Mr.  RoLPH.  Speculation  in  sugar  is  only  possible  where  there  i>i 
great  variation  in  .prices;  and'by  limiting  tne  margin  of  the  refinrr 
and  by  limiting  the  margin  of  the  beet-sugar  man  to  a  certain  nwsi- 
mum  point  it  is  evident  that  if  there  is  a  shortage  of  sugar  the  pm 
will  remain  somewhere  near  the  point  fixed  in  the  contract.  If  iIi^tp 
is  a  large  surplus,  it  will  go  down  from  that.  Owing  to  the  cosi  nf 
commodities  entering  into  the  production  of  sugar,  the  increa^in? 
labor  costs,  and  the  increaang  cost  of  beets,  the  raw  product  froni 
which  the  su^r  is  made,  it  is  no  doubt  evident  that  there  can  W 
little  fluctuation  in  the  price  on  the  basis  fixed.  Therefore,  th? 
opportunity  of  speculation  is  eliminated,  because  the  line  runs  alonE 
straight. 

Senator  Jones.  There  is  a  certain  class  of  speculators  in  the  susar 
world  called  brokers.  What  has  happened  to  tneir  business  by  rea."!" 
of  what  has  been  done  here  in  adjusting  these  prices,  if  you  know! 

Mr.  EoLpn.  Brokers,  as  such,  are  a  very  essential  feature  in  liif 
distributing  trade,  in  my  opinion.  They  perform  a  very  necessary 
function  in  the  distribution  of  the  sugar,  as  they  represent  the  re 
finer  or  the  beet  factory,  in  the  sections  in  which  they  live,  and  thfv 
sell  the  sugar  for  a  nominal  charge,  usually  about  3  cents  per  U"' 
pounds,  and  as  a  rule  they  do  not  speculate.  Tliere  is  a  dineren'; 
between  brokers  and  speculators.  So  far  as  the  brokers'  business  is 
concerned  it  has  not  been  interfered  with,  or  will  not  be  interfered 
with,  so  far  as  I  know,  in  connection  with  these  contracts. 

The  Chairman.  May  I  ask  a  question.  Senator  Jones? 

Senator  Jones.  Certainly. 

The  Chairman.  There  are  two  kinds  of  speculators,  are  there  nnl-  , 
There  is  the  bull  and  there  is  the  bear,  commonly  so  called!  <inf 
fellow  bets  that  the  market  is  going  up:  the  other  fellow  bets  thsi 
the  market  is  going  down.    They  are  both  speculators,  are  they  noi' 

Mr.  RoLPH.  Certainly. 

The  Chairsian.  And  every  time  a  fellow  bets  that  the  market  is 

foing  up  another  fello^  has  to  bet  that  the  market  is  going  down- 
hat  is  true,  is  it  nott 

Mr.  RouH.  There  is  no  question  about  that. 
The  Chairman.  If  a  man  bets  the  market  is  going  up,  is  he  any 
more  of  a  speculator  than  a  man  who  bets  the  market  is  going  down! 
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Mr.  RoLFH.  I  do  not  think  so. 

The  Chairman.  You  say  you  have  left  it  so  that  prices  can  be 
re<liiced  below  7.25.  What  is  to  hinder  the  enterprising  speculator, 
under  those  circumstances,  going  right  on  and  Betting  that  sugar 
is  going  down — selling  short  ? 

Mr.  BoLFH.  The  trouble  is  he  is  selling  paper,  and  the  man  who 
has  the  factory  is  selling  sugar. 

The  Chaibuan.  Oh,  yes;  and  that  is  true  and  has  been  true  of 
these  so-cailed  speculators  always,  has  it  not?  Or  do  you  call  a 
speculator  a  man  who  buys  some  sugar  in  the  market,  actually  buys 
some  sugar,  and  holds  it  a  little  while?  Do  you  call  him  a  specu- 
lator? 

Mr.  RoLFii.  Those  are  the  people  I  have  reference  to. 

The  Chairman.  If  there  is  a  sale  of  paper  sugar,  does  not  that 
affect  the  prices  of  sugar? 

Mr.  KoLPH.  It  has  a  tendency  to. 

The  Chairman.  Has  it  not  been  that  class  of  gamblers,  who  have 
not  handled  the  commodity  but  who  have  dealt  in  paper  transactions, 
who  have  been  inveighed  against  *princip8llY  as  the  wicked  specu- 
lators? 

Mr.  RoLPH.  Not  at  all.  I  think  that  all  the  refiners  were  more  or 
less  speculators  last  year,    I  think  their  margins  show  it. 

The  Chairman.  Were  they  the  men  you  referred  to  as-the  wicked 
speculators  and  the  fellows  who  had  to^  sat  down  on — the  refiners? 

Mr.  RoLPH.  When  I  appealed  to  them  to  reduce  this  margin 

The  Chairman  (interrupting).  No:  were  they  the  men  you  gen- 
erally referred  to  as  the  wicked  speculators  and  profiteers? 

Mr.  RoLPH.  No. 

The  Chairman.  They  were  not? 

Mr.  RoLPH.  No,  sir. 

The  Chairman.  Why  did  you  say  they  were  the  principal  offenders 
in  this  respect,  then? 

Mr.  R01.PH.  I  said  I  thought  they  were  speculating  in  the  last 

The  Chairman.  Whom  did  you  mean  by  "profiteers"?  You  have 
used  that  term  a  great  deal,  ancl  you  hnie  used  the  term  " speculator  " 
a  good  deal.     Whom  did  you  embrace  within  that? 

Mr.  RoLPH.  I  embraced  Mr,  Spreckels  principally. 

The  Chairman.  Just  Mr.  Spreckels? 

Mr.  Boif  H.  Principally. 

The  Chairman.  You  have  belonged  to  the  sugar  crowd  that  have 
been  dominant  in  the  sugar  business  for  years,  have  you  not! 

Mr.  RoLPH.  I  have  not. 

The  Chairman,  Your  company  has  been  in  pretty  close  touch  and 
connected  with  the  Sugar  Trust,  has  it  not? 

Mr.  RoLPB.  It  has  not. 

The  Chairman.  Has  it  ever  contended  or  fought  with  the  Sugar 
Trust? 

Mr.  Soi^H.  It  had  no  occasion  to. 

The  Chaibhan.  It  is,  in  fact,  a  trust  in  itself,  is  it  not? 

Mr.  RoLPH.  No ;  it  is  not. 

The  Chairman.  You  organized  the  planters  of  Hawaii  into  one 
combination  and  organization  for  the  purpose  of  fixing  a  single 
price  upon  their  sugar,  and  you  got  80  per  cent  of  the  planters  in  it! 
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Mr,  KoLPH.  No.  It  was  done  to  get  the  strangle  hold  of  tlie 
Spreckels  family  off  the  Hawaiian  Islands. 

The  Chairman.  Not  this  Spreckels! 

Mr.  RoLPH.  I  do  not  know.    It  was  his  family. 

The  Chairman,  You  do  know 

Mr.  RoLPH  (interrupting).  His  father  was  interested. 

The  Chairman.  You  do  know,  Mr.  Rolph,  do  you  not,  thit  Mr. 
Clans  A.  Spreckels,  whom  you  have  been  so  generously  attacking 
here,  has  had  no  connection  with  the  Hawaiian  sugar  bnsitieGs  foT 
many  years;  that  he  organized  the  Federal  Sugar  ReSning  Co.  apm 
the  eastern  coast;  that  he  has  been  dealing  in  sugars  that  wm 
drawn  from  Cuba  and  from  the  West  Indies,  and  that  he  has  bwi; 
constantly  at  war  to  the  death  witli  what  is  known  as  the  Sug^r 
Trust?     You  know  that,  do  you  not? 

Mr.  RoLpii,  I  am  referring  to  a  time  prior  to  the  formation  of  tbl 
company,  which  was  formed  in  1904,  or  1903. 

The  CiiAiBMAN.  You  are  going  back,  then,  something  oTer  13 
years? 

Mr,  EoLPH.  That  was  the  time'  it  was  formed. 

The  Chairman.  Was  that  the  time  you  formed  these  planters  into 
this  association  out  in  California? 

Mr.  Rolph.  I  did  not  form  them  into  an  association. 

The  Chairman.  When  they  were  formed  into  this  association,  the 
idea  of  which  originated  with  you  I 

Mr.  Rolph.  That  was  in  1903. 

The  Chairman.  1903? 

Mr.  EoijH.  1903  or  1904. 

The  Chairman.  Do  you  remember  the  year? 

Mr.  Rolph.  It  was  1904.  I 

The  Chairman.  At  that  time  was  not  Mr.  Claus  A.  Spreckels  en-  , 
tirely  out  of  the  Spreckels  sugar  refineries? 

Mr.  Rolph.  I  did  not  know  Mr.  Claus  A.  Spreckels  at  that  time.      ' 

The  Chairman.  I  am  asking  you  now  if  you  do  not  know  it  ss  a 
historical  fact  that  he  was  entirely  out  of  the  Spreckels  sug^r-refin-   i 
ing  business?  I 

Mr.  EoLPH.  May  I  ask  Mr.  Brown  ?  Was  Mr.  Claus  A.  Spreckfls 
interested  in  the  West  at  that  time? 

Mr.  Brown.  I  do  not  think  he  had  any  interests  in  the  West. 

Mr.  Sfreikels.  I  have  had  no  connection  since  1898. 

Senator  Jones.  If  I  may  be  permitted  to  make  a  suggestion.  I  i 
think  we  are  getting  quite  far  afield  here  from  what  I  have  been  | 
trying  to  bring  out. 

Senator  Ix)dge.  Mr.  Eolph  brought  in  Mr.  Spreckels  and  said  he  | 
was  the  onlv  speculator. 

Senator  Jones.  That  cnme  in  here  accidentally,  in  connection  willi  | 
some  interrogatories  of  the  chairman.  ,  , 

The  Chairman,  I  was  trying  to  get  at  the  question,  and  it  was 
pertinent  to  what  you  were  inquiring  about.  Senator  Jones,  as  to  ^bo   | 
the  profiteers  were  in  the  sugar  business  that  Mr.  Rolph  was  after.      , 

Mr.  Eolph.  Everybody  was  profiteering — retailers,  jobbers— there  j 
was  no  limit  on  prices  anywhere.  i 

The  Chairman,  You  mean  that  if  the  people  became  alami^ 
about  sugar  and  sugar  prices  went  up,  anybody  who  happened  to 
have  some  sugar  on  hand  was  a  profiteer? 
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ib.  BoLFH.  And  charged  an  unusual  profit; 

The  Cqahuian.  Charged  more  than  he  had 

Mr.  BoLPH,  Yes. 

The  Chaibmak.  There  is  the  chance  for  ] 
down  the  price  of  sugar  below  7.25 — it  simply 
amount — and  to  profiteer  back  and  forth  undi 
you  reached  a  stabilized  condition  of  the  mark 

Mr.  E01.FH.  No;  we  have  not. 

Senator  Jonxs.  Let  me  ask  yon  if  there  is  a 
body  will  undertake  to  beat  the  price  down  be 
have  been  spoken  of  here? 

Mr.  BoLFH.  No;  I  do  not  think  there  is;  not 

The  Chairman.  Then  why  could  you  not  tel] 
I  asked  you — about  two  hours  ago — tried  to  g( 
had  practically  reached  oae  price,  and  when 
meant  one  price? 

Mr.  Boif  H.  I  did  not  fix  it.  It  is  just  as  op 
I  do  say  this,  that  if  you  take  the  limit  off,  i: 
canceled  to-day,  the  price  would  go  up  instei 
materially  higher. 

Senator  Jones.  So  the  effect  of  this  agreeme 
ply  to  limit  the  profits  of  the  men  who  enterei 
fixing  the  maximum  price,  is' it  nott 

Mr.  RoLPH,  That  is  correct. 

The  Chairman.  Now,  let  me  ask  a  questioi 
You  say  it  limits  their  price.  There  is  no  lii 
which  tney  shall  beat  down  the  producer,  is  thi 

Mr.  Boif  H.  I  just  testified  this  morning  thu 
theprice  to  the  producer. 

Tne  Chairhan.  There  is  no  limit  to  the  poi 
sible  for  them  to  beat  down  the  price  to  the  pro* 

Mr.  RouH.  The  Food  Administration  mis  j 
this  morning,  started  a  commission  to  investigi 

The  Chairman.  There  is  no  limitation  of  tha 

Mr.  BoLFH.  No;  there  is  no  limitation  of  thai 

The  Chairman.  That  is  all. 

Senator  Jones.  The  Food  Administration  hs 
the  price  that  beet  manufacturers  should  pay  fo 

Mr.  RoLPs.  Not  that  I  know  of ;  not  the  sligl 

The  Chairman.  Then  what  is  the  use  of  app< 

Mr.  RoLPH.  To  see  whether  it  is  right. 

Senator  Kenton.  How  big  a  comimssion  is  ii 

Mr,  BouH.  I  think  probably  four  or  five  me 

Senator  Kxnton.  With  a  large  office  force? 

Mr.  RoLPH.  No. 

The  Chairman.  You  have  no  power  to  fix  a 
what  they  find  out! 

Mr.  BoLPH.  No ;  except  moral  influence. 

Senator  Jones.  And  it  was  that  moral  inflm 
to  assist  in  brining  about  this  agreement  beti 
beet  sugar,  was  it  not? 

Mr.  RoLfH.  It  was. 

Senator  Jones.  And  it  was  your  power,  coi 
offices,  which  enabled  you  to  get  the  refiners  ti 
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mum  differential  of  $1.30,  was  it  not,  your  power  to  limit  profits  of 
refiners! 

Mr.  Koif  H.  YeSj^ir. 

Senator  Jones.  Then  this  differential  which  was  agreed  upon  as 
the  maximum  which  the  sugar  refiners  would  take  was  simply  a  lim- 
itation on  the  amount  which  th^  might  obtain,  was  it  not? 

Mr.  BoLPH.  Correct. 

Senator  Jones.  I  will  ask  you  to  state  whether  or  not  prior  to  that 
agreement  the  refiners,  or  any  of  them,  were  exacting  or  obtaining  a 
differential  above  the  $1.30  * 

Mr.  BoLFH.  I  have  the  differentials  here  from  January,  and  thef 
ran  from  $1.22^  to  $2.12. 

Senator  Jones.  Explain  what  that  differential  is,  and  how  yon 
arrive  at  those  figures! 

Mr.  RoLPH.  It  is  the  difference  hetwem  the  cost  of  the  raw  sugar 
and  the  net  selling  price  of  refined. 

Senator  Jones.  You  mean  the  cost  of  raw  sugar  on  the  day  that  the 
refined  sugar  is  sold ! 

Mr.  EoLPH.  Yea,  air. 

Senator  Jones.  State  how  and  to  what  extent  that  differential 
varied. 

Mr.  RoLPU.  That  differentia!  varied  from  $1.22^  to  ^.12,  or  a 
difference  of  80  points.    It  varied  from  $1.22  to  over  $2. 

Senator  Jones.  Have  you  the  periods  of  time  during  this  year 
during  which  those  differentials  are  made  up  and  the  length  of  time 
that  a  given  differential  continued  in  effect,  or  any  of  these  companies? 

Mr.  RoLPH.  This  chart  shows  the  dinerentials  above  and  below 
[referring  to  "  Exhibit  No.  6&— Kolph  3  "1,  I  have  a  statement  here 
showing  the  weighted  net  selling  price  to  October  1,  which  shows  the 
selling  prices  of  the  various  companies,  and,  assuming  that  they  all 
bought  their  raw  sugar  on  the  same  basis,  it  would  show  their  varia- 
tion and  the  differentials  that  they  charged. 

CallfocDla  &  Hawaiian $7.87    I  Warner  Suftar  Refining  Oo $7.64 

American  Sugar  Heflnlng  Oo-    7.400     Arbuckle  Bros 7.TI 

National  Sugar  ReSnlnE  Co —    7.61    |  Federal  Sugar  Refining  Oo 7.30 

The  Chairman.  What  ia  that! 

Senator  Jones.  I  was  going  to  call  that  out  myself.  What  is  that 
7.86  that  you  just  read!  I  omy  use  that  as  means  of  getting  at  your 
table  concretely,  not  because  it  is  a  particular  one,  but  as  on©  out  of 
the  number  you  have  named. 

Mr.  EoLPH.  That  represents  the  average  selling  price  of  sugar  on 
those  lines  for  the  year,  to  October  1  [referring  to  chart]. 

The  Chairman.  You  say  that  these  figures  represent  the  average 
selling  price.  I  am  trying  to  get  at  this  question,  whether  you  mean 
to  say  that,  taking  all  of  the  sugar  that  was  sold  through  the  year 
and  the  prices  that  were  paid,  these  are  the  average  prices! 

Mr.  RoLPH.  No.  That  price  is  impossible  for  anyone  to  obtain,  as 
it  would  require  a  statement  as  to  the  amount  of  sugar  sold  at  the 
various  prices  during  the  year. 

Senator  Jones.  You  take  the  quantity  of  sugar  sold  by  any  one  con- 
cern during  the  year  and  get  the  average  price  of  sugar  during  that 
year  and  then  apply  that  average  price  to  the  whole  quantity,  do  yon 
not! 

Mr.  RoLPH.  Xo.   I  take  just  the  price  alone. 
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The  Chaiskan.  Senator  Jones,  let  me  make  it  plain,  because  I  do 
not  think  we  ought  to  get  into  anv  confusion  about  it.  Let  me  say, 
by  way  of  explanation,  Mr.  Rolpli,  we  will  suppose  that  there  are 
100,000  tons  of  guear  that  is  in  the  hands  of  your  company;  that  dur- 
ing the  month  of  August  you  sell  50  per  cent  of  it  at  5  cents  a 
pound,  during  the  next  month  you  sell  one-half  of  the  remainder  at 
6  cents  a  pound,  and  then  during  all  tha  rest  of  the  year  you  sell  the 
other  quarter  at  10  cents  a  pound.  How  do  you  get  your  average 
price?  Do  you  take  the  average  price  by  months?  Or  do  you  take 
that  first  500,000  tons  of  sugar  tnat  you  sold  the  first  month  at  5 
cents,  and  the  250,000  that  you  sold  the  next  month  at  6  cents,  and  the 
remaining  250,000  that  you  sold  throughout  the  year  at  10  cents,  and 
putting  tnem  all  together,  strike  an  average! 

Mr.  KoLPH.  That  is  the  way  that  it  is  done  in  a  sugar  office,  but  for 
statistical  purposes  it  is  impossible  to  do  that  without  a  complete 
knowledge  of  the  amounts  sold  at  the  various  prices. 

The  Chairman.  Then  what  you  have  done  by  these  statistical  lines 
that  you  have  drawn  here  is  to  take  the  months  and  say  that  the 
price  of  sugar  in  Januarv  was  so  much  and  the  price  in  February  was 
so  much,  and  so,  and  adding  those  together  divide  them  by  12.  That 
would  be  your  answer? 

Mr.  KonPH.  Yes. 

The  Chairman.  That  has  been  true  of  your  sugar  maps,  showing 
the  prices  of  raw  sugars,  has  it  not? 

>lr.  RoLPH.  It  usually  works  out  very  clase  to  that. 

The  Chairman.  That  has  been  true  of  your  sugar  maps,  showing 
the  prices  of  raw  sugar,  has  it  not  ?    You  made  them  in  the  same  way  ? 

Mr,  BoLPH.  Yes. 

The  Chairman.  Do  j'ou  not  know  that  the  Cuban  sugar  crop,  for 
instance,  more  than  fully  50  per  cent  of  it,  marketed  right  after  the 
crop  is  har\pst€d,  sold  way  below  the  figures  you  have  given  for  the 
overage  for  that  year? 

Mr.  BoLFU.  I  should  say  that  the  average  Cuban  crop  sold  at 
from  6.66  to  5.75. 

The  Chairman.  Free  on  board  cars  in  Cuba.  Is  that  what  you 
mean? 

Mr.  RoLPH.  Oh,  no;  duty  paid. 

The  Chairman.  What  are  the  figures  that  you  have? 

Mr.  BoLPH.  6.28  is  the  average  ror  the  year.  I  am  talking  up  to 
the  1st  of  Octotber. 

The  Chairman.  And  the  duty  is  1.02? 

Mr.  RoLPH.  1.02  we  figure  it. 

The  Chairman.  That  would  make  the  average,  then.  5.21  free  on 
board  cars  Cuba? 

Mr.  RoLPH.  How  much? 

The  Chairman.  $5.21,  would  it  not^-$6.23.  with  $1.02  off. 

Senator  Jones.  Freight  comes  in  there  also. 

The  Chairman.  All  right.    What  is  the  freight? 

Mr.  RouH.  It  is  about  35  cents. 

The  Chairman.  We  will  take  35  cents.  Taking  that  off.  that 
Is  4.86. 

Senator  Lodoe.  F.  o.  b.  Cuba ! 

The  Chairman.  F,  o.  b.  Cuba. 

Mr.  RoLPH.  You  have  got  that  wrong. 
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The  Chaibuan.  I  have  got  your  figures,  I  think.  I  would  like  to 
have  you  verify  them.    Start  with  6.23. 

Mr.  RoLPH.  No;  I  said  that  was  the  average  for  the  year.  I  said 
up  to  the  1st  of  October  it  was  5.66  to  5.75. 

The  Chairman,  But  you  said  for  the  year  it  was  6.23.  I  desire  to 
take  6.23,  which  is  the  yearly  average.  I  would  like  to  have  ynu 
take  6.23  and  have  you  make  the  deductions  and  see  if  you  do  not 
come  out  where  I  do. 

Mr.  BoLPH.  Those  are  the  figures  there — from  4.36  to  4.45. 

The  Chairman.  That  is  a  remarkable  difference  from  the  figures 
you  gave  before. 

Mr.  EoLFH.  The  average  for  the  year  to  date  is  really  6.23. 

The  Chairman.  I  desire  to  put  into  the  record  at  this  point  t«(> 
telegrams  which  I  received  in  response  to  one  that  I  sent  asking  ihe 
Cuban-American  Sugar  Co^  of  New  York,  for  information,  and 
also  the  Czamikow-Rionda  Co.,  of  New  York.  These  telegrams  «r* 
addressed  to  me,  and  I  shall  put  into  the  record  also  the  telegram  thai 
I  sent,  so  that  both  sides  of  the  correspondence  will  appear.  I  scni 
the  telegram  last  night.  The  first  telegram  from  Rionda  Co.  is  a; 
follows : 

ExRiBiT  No.  84. 

New  York,  December  SI,  1917,  10.15  a.  r*. 
Hon.  Jaueb  a.  Rbed, 

Chairmait  Senate  Committee  <m  Man«fa<4nre*, 

Waihington,  D.  C: 
Total  number  of  tone  Cuban  sugar  sold  by  this  nrm  for  Gubau  plaaten  >^ 
count  of  laat  Cuban  crop  was  1,749,000  tons  of  2.240  pounds  each,  of  wh.  1 
811,700  were  sold  to  Europe  on  I.  o.  b,  terms.  The  average  price  of  the  1,1373') 
tons  sold  to  United  Stotes  was  4.76  cents  cost  and  freight.  Our  average  mirir* 
freight  last  year  was  approximately  36  cents,  leaving  4.40  cents  per  pound  l-i' 
the  afore^ld  1,137,300  tons  to  United  States.  The  611,700  tons  were  Kiid  to 
Europe  at  an  average  of  4.30  rents  per  pound  f.  o.  b.  The  above  sales  (sm- 
prlse  all  sales  made  by  us  of  the  Cuban  crop,  the  harvesting  of  which  wm 
ended  last  July  nod  August.  The  total  sales  of  this  firm  for  Septeml>er,  CVi"- 
ber,  November,  and  up  to  date,  included  In  tbe  above  sales,  total  17,400  tons  "t 
2,240  pounds,  against  270,000  tons  during  the  same  months  of  1916.  aud  201ff<! 
tons  during  same  months  of  1915.  The  highest  price  for  1917  was  on  Aucus 
11,  when  raw  sugar  sold  at  6.75  cost  and  freight,  but  a  decline  started  on  thi' 
date,  reschlns  5.88  In  October  and  4.90  cost  and  freight,  present  price,  thus  shoe- 
ing a  decline  of  1.8.5  cents  from  August  to  December,  notwithstanding  the  greme-i  , 
scarcity  of  sugar  the  world  has  ever  known. 

CitABNiKOW  Rio:n>j  Cn. 

I    From  that  it  will  be  seen  that  the  Rionda  Co.  sold  to  the  UnilfJ 
Ktates  1,137,300  tons  at  4.40  cents  per  pound  f.  o.  b.  Cuba,  and  sold  to 
Europe  617,700  tons  at  4.30  cents  per  pound  f.  o.  b.  Cuba.    The  toisl 
Uales  amounted  to  1,755,000  tons,  a  very  large  part  of  the  crop. 
'    I  now  read  the  telegram  from  the  Cuban  American  Sugar  Co. ; 
Exhibit  No.  85. 

New  York.  N.  Y.,  II. iS  a.  m.,  December  li- 
on Manufncture*. 

WatMnffton,  D.  C: 
Replying  to  your  telegram,  this  company  sold  during  1817  raw  sugar  hs  W' 
lows:  To  United  States  approximately  ft4.000  tons,  at  4.07  cents  per  pomiri.   T" 
Europe  196,000  tons,  at  4.19  cents  per  pound.    In  Cuba  35,000  tons,  at  4.3  cea^ 
per  pound.    These  prices  are  all  average  f.  o.  b.  Cuba. 

Thx  Cuban  Auebicax  Sugai  Co. 
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Mr.  RoLFH.  Those  figures  of  the  Rionda  Co.  check  with  the  figures 
I  gave  you  of  $4.36  and  $4.45. 

The  Chairman.  But  they  do  not  check  with  your  figures  of  $6.23. 

Mr.  RoLPH.  No. 

Mr.  Lodge.  Averages  can  be  made  very  easily.  You  might  take 
100  tons  and  put  it  at  a  price,  and  100,000  tons  the  next  month  at  a 
low  price,  and  then  you  can  get  a  very  misleading  result. 

The  Chairman.  I'  think  these  two  telegrams  which  I  have  just 
read  come  pretty  near  to  fixing  the  price  of  Cuban  sugar. 

Senator  Joxes.  Mr.  Rolph,  you  have  just  heard  read  telegrams 
showing  the  actual  sales  of  Cuban  sugars  to  the  United  States  and 
to  fireat  Britain  during  the  present  calendar  year,  and  it  appears 
that  the  bulk  of  those  sugars  were  perhaps  sold  in  the  early  part  of 
the  present  calendar  year ;  but  what  was  the  price  in  the  American 
market  of  Cuban  sugar  at  the  time  this  agreement  was  entered  into? 

Mr.  RoLPn.  Seven  cents. 

The  Chairman.  That  included  what? 

Mr.  Rolph.  It  included  the  f.  o.  b.  price.  Cuba,  plus  freight  and 
plus  duty. 

Senator  Jones.  And  how  much  would  that  price  have  been  in 
Cuba? 

Mr.  Rolph.  Five  seventy. 

Senator  Jones.  Five  seventy  against  4.07  mentioned  in  one  of 
these  telegrams  here. 

The  Chairman.  May  I  ask  how  much  sugar  you  say  there  was  in 
Cuba  at  the  time  that  high  price  was  reached  of  5.70? 

Mr.  Rolph.  Raw  sugar  went  up  to  7.52. 

.Senator  Jones.  In  the  United  States? 

Mr.  RoLTH.  In  the  United  States. 

Senator  Jones.  Now,  deducting  duty  and  freight,  how  much  would 
that  be,  f.  o.  b.  Cuba? 

The  Chairman.  When  did  it  go  up  to  that? 

Mr.  Rolph.  In  August. 

The  Chairman.  That  was  before  the  contract  was  made? 

Senator  Jones.  Surely. 

Mr.  Rolph.  It  was  in  August  and  September. 

The  Chairman.  The  point  I  am  asking  is  in  October,  if  the  Sena- 
tor will  pardon  me  for  breaking  in.  When  you  say  you  had  arrived 
at  a  price  of — what  was  it  at  the  time  the  contracts  were  made — 
4.60?  What  was  the  price  in  October  at  the  time  the  contracts  were 
made? 

Mr.  Rolph.  Tha  contracts  were  made  in  September  and  in  August. 

The  Chairman.  Oh,  no ;  the  contracts  were  made  October  1st. 

Mr.  Rolph.  They  were  dated  October  1. 

The  CHAffiMAN.  At  that  time  what  were  the  prices? 

Mr,  Rolph.  They  were  going  into  effect,  and  what  happened  here, 
in  order  that  you  may  understand  this  chart  better,  about  the  25th 
of  October  I  cabled  to  the  Royal  Commission  in  London 

Senator  Jones.  Do  you  mean  the  25th  of  October  ? 

Mr,  Rolph.  Of  August — and  requested  them  to  withdraw  from 
the  Cuban  market.  I  requested  the  Canadian  Government  to  with- 
draw from  the  Cuban  market,  and  also  requested  the  American  re- 
fineries so  that  there  Were  no  buyers  for  Cuban  sugar,  and  that  was 
the  cause  of  this  decline.    Otherwise  it  would  have  gone  on  up. 
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Senator  Jones.  Then,  when  you  first  began- 

The  Chairman.  Won't  you  let  him  answer  me,  how  much  sugar 
there  was  in  Cuba  on  Octooer  1,  when  this  agreement  was  made^ 

Mr.  RoLFH.  On  October  1  there  was  probaoly  62,000  tons  on  hand 
in  Cuba,  21,000  tons  of  which  were  owned  by  United  States  refiner; 
and  11,900  tons  owned  by  Europeans,  leaving  29,000  tons,  or  there- 
abouts, unsold. 

The  Chairman.  Will  you  kindly  let  me  have  that  paper  you  are 
reading  from,  so  that  I  may  copy  it? 

Senator  LoncE.  That  is  all  that  was  left  of  a  crop  of  8,000,000  tonsT 
All  of  the  rest  had  been  sold  previously. 

Mr.  GoLPH.  That  is  an  estimate. 

The  Chairman.  But  it  is  the  best  estimate  that  you  can  make. 

Senator  Jones.  How  much  more  sugar  than  that  was  in  Cuba  os 
the  1st  of  August,  or  what  was  the  amount  remaining  in  Cuba  on  the 
1st  of  August? 

Mr.  RoLPH.  I  shall  have  to  look  up  those  statistics. 

The  Chairman.  What  was  your  answer  to  that  question  before  the 
last,  as  to  the  amount  of  sugar  on  hand  unsold  in  Cuba  October  1  ( 

Mr.  EoLPH,  I  shall  have  to  get  the  statistics. 

The  Chairman.  You  have  here  on  this  paper  which  you  handed 
me  the  amount  unsold  September  29  at  56,000  tons. 

Mr.  KoLPH.  Yes.  The  total  amount  in  Cuba  was  132.000  ton?  on 
September  15. 

The  Chairman.  And  on  September  29  under  the  column  "  Unsold." 
56,000  tons.  May  we  not  put  this  table  in  there  as  your  estimate! 
who  made  this  table  for  you  that  you  testified  from  e^  moment  agn. 
and  which  I  hold  in  my  hand  t 

Mr.  RoLPH.  That  statement  was  prepared  in  the  New  Y'ork  office 
of  the  International  Sugar  Committee,  and  I  do  not  know  just  irhfi 
prepared  the  figures. 

The  Chaibman.  You  thought  it  reliable  enough  to  quote  it  as  a 
memorandum  when  you  were  testifying* 

Mr,  RoLPH.  Yes. 

The  Chairman.  You  regard  it  as  reliable? 

Mr.  EoLPH.  I  do  not  regard  any  statement  as  to  the  amount  of 
sugar  in  Cuba  as  reliable,  because  at  best  it  is  a  guess. 

The  Chairman.  You  used  the  particular  paper  a  few  moment; 
ago  as  a  memorandum  from  which  to  testify? 

Mr.  RoLPH.  I  just  read  from  this  paper;  yes. 

The  Chairman.  Did  you  read  from  it  as  a  thing  that  was  worthT 
of  some  weight  or  not?    Is  it.  in  your  opinion,  worthy  of  any  weight? 

Mr.  RoLPH.  I  would  say  that  it  is  nothing  more  or  less  than  a 
guess  as  to  the  amount  on  liand  in  Cuba,  but  it  is  as  good  as  any  other 
statistics. 

The  Chairman.  Were  you  guessing  a  moment  ago  when  you  testi- 
fied from  it?  . 

Senator  Jones.  The  witness  has  not  stated  that  he  testified  rrora  il- 

The  Chairman.  I  saw  him  testify  from  it. 

Senator  Jones.  You  saw  him  Iook  at  it. 

The  Chairman.  I  heard  him  read  the  figures.  We  ought  not  to  be 
in  dispute  about  this  matter. 

Senator  Jones.  The  figures  you  just  read  are  not  the  figures  he 
gave,  therefore  he  could  not  hai'e  been  reading  from  it. 
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The  Chairman.  He  made  a  mistake  in  reading  his  figures,  I 
thought.  The  figures  are  on  that  paper,  and  I  thmk  he  read  the 
wrong  column,  and  I  am  tr^in^  to  straighten  it  out.  Mr.  Eolph,  a 
moment  ago,  when  you  testified  and  gave  us  these  figures  on  6uba, 
you  had  this  paper  in  your  hands? 

Mr.  RoiJ^H.  Yes. 

The  Chairman.  And  you  endeavored  to  testify  from  that  paper? 

Mr.  BoLPH.  I  was  reaaing  from  this  paper ;  yes. 

The  Chairman.  You  thought  it  rehable  enough  to  submit  to  us 
the  facts  as  there  stated? 

Mr.  Kolph.  Yes ;  from  this  paper.    I  do  not  vouch  for  those  figures. 

The  Chairjian.  Very  well,  let  us  put  the  paper  in  evidence.  It  is 
at  least  admissible  to  show  what  the  witness  testified  from.  It  is 
singular  there  should  be  any  objection  to  putting  any  paper  in  evi- 
dence from  which  a  man  testifies. 

(The  paper  referred  to  is  as  follows:) 

Exhibit  No.  86. 
Estimated  sugar  on  hand  in  Cuba. 


Sept.  15. 

39. 
Oct.    13. 

27. 

31. 


Owned 

United 

Owned 

On  hand. 

by. 

States 

Europe. 

Toru. 

refiners. 

Tom. 

TOTU, 

132,879 

45,000 

45,000 

112,060 

35,000 

21,000 

62,168 

21,000 

11,900  ; 

35,353 

11,000 

9,000  1 

31,971 

5,000 

8,000  . 

1 

Unsold. 


Tofu, 
42,000 
56,000 
29,000 
15,000 
18,000 


Senator  Jone$^.  Have  you  the  figures  as  to  the  amount  of  sugar  in 
Cuba  on  August  3? 

Mr.  KoLPH.  Those  are  the  only  figures  that  I  have  in  reference  to 
stocks  on  hand  in  Cuba.  On  September  17  I  wrote  a  letter  to  the  re- 
finers, in  which  I  stated  that  the  best  estimates  would  indicate  that 
there  are  40,000  tons  or  less. 

Senator  Lodoe.  That  was  the  sugar  that  commanded  that  very 
high  price. 

Senator  Jones.  I  will  ask  you  to  state  whether  or  not  the  price  of 
raw  sugar  in  August  and  September  and  in  October,  regardless  of  the 
supply  of  raw  sugar,  was  the  basis  upon  which  sugar  went  to  the 
consumer  in  the  American  market  at  those  times. 

Mr.  Kolph.  Yes:  it  was. 

The  Chairman,   i  ou  mean  the  ultimate  consumer? 

Senator  Jones.  I  mean  the  trade,  and  from  the  trade  to  the  ulti- 
mate consumer.  It  was  the  basis  of  the  price  at  which  sugar  went  to 
the  consumer.  Now,  then,  what  was  your  price  in  August  of  this 
vear,  when  you  first  began  to  deal  with  the  subject? 

Mr.  RoLPH.  It  was  7.52 — from  7  cents  to  7.52  cents.  It  ran  up  to 
7.52,  and  refined  sugar  in  that  same  month  went  to  9.15. 

Senator  Jones.  That  is,  7.52  in  the  American  market  ? 

Mr.  RoLPH.  Yes. 
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Senator  Jokes.  What  would  that  be  f.  o.  b.  Cuba? 

Mr.  RoLPH.  About  6.22. 

Senator  Jones.  What  did  you  do  ^hen  sugar  was  at  that  price,  and 
what  happened  to  the  price  ? 

Mr.  RoLPH.  There  was  a  comparatively  small  amount  of  suf^r  left 
unsold  of  the  Cuban  crop,  and  if  it  had  been  left  unrestrained  it 
would  have  kept  going  up  to  almost  any  limit,  and  it  became  necessan' 
to  restrict  it  in  some  way  or  other.  Consequently  the  negotiations 
with  the  beet  people  were  undertaken  in  order  to  try  to  hold  the  situa- 
tion in  line,  and  at  the  same  time  I  asked  the  royal  commission  if  it 
would  not  withdraw  from  the  Cuban  market.  I  also  requested  the 
American  refiners  who  were  buyers  of  the  sugar  at  the  time  if  thev 
would  not  voluntarily  withdraw  from  the  Cuban  market,  and  re- 
quested them  to  reduce  their  bids.  As  a  result  of  that  request  th» 
English  Government  did  withdraw  and  the  American  refiners  diii 
not  buy;  but  Canada  unfortunately  continued  buying  in  the  markpt 
until  some  time  in  the  early  part  of  October,  with  the  result  that  the 
price  dropped  from  7.52 

Senator  Jones.  In  the  American  market? 

Mr.  RoLPH  (continuing).  In  the  American  market,  to  $6.90.  dm j- 
paid  basis. 

Senator  Lodge.  But  no  sugar  coming  in? 

Mr.  RoLPH.  Xo;  but  there  was  a  considerable  proportion  of  Ha- 
waiian sugar  coming  in  and  other  sugars  that  came  from  other  sugar- 
producing  centei"s. 

Senator  Jones.  And  the  price  of  the  Hawaiian  sugar  was  ba?-.-! 
upon  this  price  of  the  Cuban  sugar? 

Mr.  RoLPii.  It  was. 

Senator  Jones.  So  the  price  of  the  Hawaiian  raws  went  down  with 
the  price  of  Cuban  raws? 

Mr.  RoLPii.  They  went  down  from  $7.52  to  $6.90,  as  shown  by  this 
line. 

Senator  Jones.  I  understand.  Mr.  Rolph.  that  you  have  not  tlii? 
exact  purchases  of  sugar  of  each  of  these  refiners  during  the  present 
calendar  year,  nor  the  quantities  which  were  sold  at  the  given  price? 
during  the  calendar  year;  but  you  have  here  a  chart  which,  I  under- 
stand, does  show  during  the  period  of  time  from  January  1  to 
October  1,  or  down  to  the  present  time,  the  price  of  raw  sugar  and 
(he  price  of  the  refined  sugar  as  sold  upon  the  market  by  the  re- 
finers; and  docs  this  show  the  differential  which  the  refiners  made 
during  this  period  of  time? 

Mr.  RoLPii.  Yes;  it  does. 

Senator  Jones.  For  the  want  of  a  better  basis,  I  will  ask  you  if  you 
have  the  average  differential  of  these  different  refiners  for  the  calen- 
dar year  so  far  as  it  has  gone? 

Mr.  RoLPit.  Based  on  the  figures  that  the  chairman  has  just  read, 
which  were  4.76  for  the  large  amount,  cost  and  freight  would  W 
5.78  duty-paid — about  there  [indicating]. 

Senator  Jones.  At  the  beginning  of  the  year? 

Mr.  KoLPii.  The  average  for  the  year. 

Senator  Lodge.  Do  you  mean  that  is  the  average  at  which  the  re- 
finers sold? 

Mr.  RoiiPH.  Taking  the  average  price  the  chairman  just  read  fr<mi 
the  telegram  of  4.76. 
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Senator  Lodge.  But  that  is  not  the  price  at  which  the  refiners  sold? 

Mr.  RoLPH.  No;  these  are  the  pnces  at  which  the  refiners  sold 
[indicating]. 

Senator  Lodge.  That  is  what  I  thought.  This  is  the  price  at  which 
they  got  it? 

Mr.  RoLPH.  They  got  it  at  that  price. 

Senator  Jones.  Yes. 

Mr.  RoLPH.  And  that  line,  carried  across,  would  show  you  the 
margins  if  that  was  the  average.  The  average  price  that  the  Cali- 
fornia and  Hawaiian  Sugar  Refining  Co.  paid  for  sugar  this  year, 
which  was  after  a  deduction  of  25  cents  had  been  made  from  it, 
was 

The  Chairman.  Senator  Jones,  if  you  will  pardon  the  suggestion, 
perhaps  he  can  tell  us  what  the  differential  for  his  home  company 
was. 

Senator  Jones.  I  will  get  it  afterwards. 

The  Chairman.  As  for  these  figures  he  is  now  giving,  the  basis  is 
false. 

Mr.  RoLPH.  It  was  5.874.  The  actual  net  price  that  the  California 
and  Hawaiian  Sugar  Refining  Co.  paid  was  5.874,  to  which  should 
be  added  25  cents,  which  shows  that  the  basic  price  that  that  com- 
pany paid  for  sugar  during  the  year  was  6.124  cents  per  pound. 

Senator  Jones.  $6.12  per  hundred  pounds? 

Mr.  RoiiPH.  Yes,  sir.    That  is,  it  bought  it  on  that  basis. 

Senator  Lodge.  Six  cents  a  pound  or  $6  a  himdred  pounds. 

Senator  Jones.  Then,  if  your  price  was  based  upon  the  New  York 
price,  what  caused  your  company  to  pay  more  lor  its  sugar  than 
these  prices  given  here  for  the  Cuban  sugar  t 

Mr.  RoLPH.  Probably  because  on  account  of  the  contracts  which 
these  companies  have,  where  the  provisions  in  the  contract  are  that 
the  sugar  shall  be  taken  on  the  basis  of  the  New  York  market  price 
of  sugar  based  on  the  average  of  10  days  before  the  arrival  of  the 
sugar,  that  sugar  arriving — some  of  it,  as  I  testified  this  morning, 
which  left  San  Francisco  on  September  8  has  not  arrived  yet — ^will 
take  the  certain  prices  averaged  on  10  davs;  and  so  the  average  of  all 
that  price  up  to  date  represents  6.126,  the  way  the  Hawaiian  sugar 
happened  to  come  in. 

Senator  Jones.  Then  that  shows  that  the  parties  who  bought  the 
Cuban  sugars  contracted  for  them  at  a  price  which,  on  the  average, 
was  less  than  the  price  of  the  sugar  at  the  time  of  the  delivery  of  uie 
sugar,  does  it  not? 

Mr.  RoiPH.  Yes,  sir. 

The  Chairman.  I  do  not  think  that  deduction  follows.  Of  course, 
you  can  ask  the  question  if  you  please ;  it  is  your  privilege.  Senator. 

Senator  Jones.  It  strikes  me  that  it  demonstrates  that.  Of  course, 
anyone  has  a  right  to  take  a  different  view  of  it. 

Mr.  RoLPH.  For  instance,  as  I  testified  this  morning,  the  sugar 
that  we  had  on  hand  here  on  the  1st  day  of  October  actually  cost  over 
7  cents  net. 

Senator  Jones.  Then  does  not  that  also  show,  Mr.  Rolph,  that 
taking  the  year  1917  as  a  whole  there  was  a  gradually  rising  market 
so  as  to  actually  increase  the  price  of  raw  sugars  between  the  time 
the  contracts  were  made  and  the  time  of  delivery? 
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Mr.  HoLPH.  There  is  no  question  abomt  that,  because  the  sugar  is 
always  bought  before  delivery,  and  this  tine  shows  the  gradwl 
increase  in  the  price  of  the  raw  sugar. 

Senator  Jones.  This  line  shows  the  delivery  prices,  does  it  not! 

Mr.  RoLPH.  The  duty-paid  price. 

Senator  Jones,  Now,  coming  back  to  the  original  proposition.  1 
will  ask  you  this  question :  While  the  sugar  crop  of  Cuba  is  generally 
grown  within  a  comparatively  few  months  and  the  bulk  of  that 
sugar  purchased  and  put  upon  the  market  in  much  larger  qllBntitie^ 
early  in  the  season,  and  so  on,  yet  is  it  not  a  fact  that  the  refiners 
continually  grind  from  the  time  they  start  in  upon  the  Cuban  crop 
until  the  crop  is  practically  exhausted,  and  that  the  output  of  th^ 
refiners  to  the  American  market  is  substantially  uniform  in  quantilj' 
Is  that  the  fact  or  not  ? 

Mr.  EoLPH,  Sometimes,  with  normal  crops,  the  refiner  buys  ib; 
sugar  in  Cuba  and  has  it  shipped  as  opportunity  offers  and  keeps  biF 
refinery  running  continuously  during  11  or  llj  months.  If  tliere  i- 
a  short  crop  or  a  delay  in  shipping  or  trouble  in  getting  the  su2ir 
there,  the  refinery  must  close  down  at  very  great  expense  to  the  refin- 
ing plant. 

Senator  Jones.  But  how  was  that,  as  a  matter  of  fact,  in  Amerifs 
during  the  present  calendar  yeart  At  the  beginning  of  the  presenl 
calendar  year  did  the  refiners  generally,  except  for  mat  little  period 
of  strike  that  has  been  referred  to,  commence  their  operations,  or 
were  they  engaged  in  the  operations  the  first  of  th*  year,  and  did 
they  practically  continue  uniformly  until  along  in  September  or 
October,  when  they  finally  closed  down  ? 

Mr.  EoLPH,  They  did. 

Senator  Jones.  So  the  output  of  the  refiners  in  the  American 
market  was  substantially  uniform  from  the  1st  of  January  until  in 
October,  when  they  closed  down? 

Mr.  RoLPH.  I  sHouId  say  it  was. 

Senator  Jones.  You  have  the  average  price,  have  you  not,  at  whicii 
the  refiners  sold  their  product? 

Mr.  RoLPH.  On  account  of  the  great  demand  for  sugar  this  year 
the  average  price  of  each  different  refinery  will  have  to  be  considemi 
Evpnrately. 

Senator  Jones,  I  see. 

Mr.  EoLFii.  In  most  years  the  refiners'  prices  run  along  approsv 
mately  the  same  lines. 

Senator  Jones.  I  see. 

Mr.  RoLPH.  But  it  is  impossible  to  take  a  line  like  this  [indic.-.'- 
ing]  and  compare  it  with  a  line  like  that  [indicating]  and  make  as 
average  of  all  of  them. 

Senator  Jones.  Let  us  take  this  line,  which  seems  to  be  unbroken 
here.     What  is  that — a  black  line? 

Mr.  Roi-PH.  That  is  a  black  line. 

Senator  Jones.  A  black  line.  Let  us  take  the  concern  represented 
by  that  black  line— — 

Senator  Lodge.  That  is  the  American  Sugar  Refining  Ca 

Senator  Jones.  That  is  the  American  Sugar  Refining  Co.,  and  I 
will  ask  you  to  state  what  was  the  average  selling  price  of  that  con- 
cern during  the  year  from  January  up  until  me  1st  of  October 
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That  is  when  the  break  seems  to  have  come.  That  is  when  the  agree- 
ment was  entered  into. 

Mr.  BcNLPH.  I  can  not  vouch  for  these  figures,  because  they  were 
taken  from  the  chart;  but . 

The  Chairman.  I  do  not  think  they  ought  to  be  given  if  you  can 
not  vouch  for  them. 

Senator  Jones.  The  chart  was  checked  by  Willett  &  Gray,  was 
it  not  ? 

Mr.  RoLPH.  That  chart  was  checked  by  Willett  &  Gray.  * 

The  Chairman.  We  have  already,  Senator  Jones,  developed  the 
fact  that  this  chart  represents  not  the  actual  price  of  sugars  meas- 
ured by  the  quantity  of  sugars,  but- 


Senator  Jones.  I  have  specifically  brought  that  out. 

The  Chairman.  Just  a  moment,  if  you  will  be  patient  with  me — 
but  that  it  represents  an  average  of  prices  from  day  to  day  without 
regard  to  the  amount  handled.  Now,  then,  the  figures  that  he  gives 
there  have  been  taken  from  this  chart,  and  it  seems  to  me  they  do 
not  tell  us  the  average  price  at  which  sugar  was  sold  in  the  market. 

Senator  Jones.  In  order  that  anv  reader  of  this  record  may  not 
be  confused,  I  wish  to  say  that  I  have  shown  by  this  witness  that 
these  refiners  were  in  continual  operation  from  the  1st  of  January 
down  to  the  1st  of  October,  and  that  their  output  was  uniform,  or 
practically  so,  substantially  so,  and  that  th;s  chart  shows  the  varia- 
tions in  prices  for  different  periods  of  time  working  upon  a  constant 
supply,  and  therefore  would  tend  to  establish  an  average  price  at 
which  these  sugars  were  sold. 

The  CHAiRBiAN.  Since  you  are  putting  in  a  statement  for  the 
record,  let  me  say  that  the  witness  himself  says  that  the  figures  he 
has  before  him  were  taken  from  this  chart,  and  he  does  not  know 
an}rthing  about  the  chart  except  that  another  man  made  it  for  him ; 
that  he  does  not  know  the  amount  of  sugars  that  were  sold  at  any 
particular  time  at  any  particular  price;  that  the  statement  of  Sen- 
ator Jones  to  the  effect  that  the  evidence  shows  that  the  factories  were 
in  constant  operation  is  in  my  judgment — I  say  it  with  all  due 
respect — inaccurate 

Senator  Jones.  I  said  "  substantially,"  leaving  out  the  period  of 
strike. 

The  Chairman.  And,  moreover,  the  amount  they  were  manufac- 
turing is  not  shown,  except  that  it  was  variable;  and  then  none  of 
those  facts  shows  what  these  refiners  paid  for  the  sugars  which  they 
refined,  nor  when  they  bought  them. 

Mr.  RoLPH.  These  figures  that  I  now  read  have  been  checked  by 
Willett  &  Gray,  and  they  represent  the  net  selling  price  of  the  vari- 
ous refiners  during  the  year. 

Senator  Lodge.  The  net  selling  price? 

Mr.  RoLPH.  The  net  selling  price,  refined  price. 

Senator  Lodge.  For  granulated. 

Senator  Jones.  Now  state  what  that  was  for  the  American  Sugar 
Refinii^  Co.,  this  black  line  here,  up  to  the  1st  of  October. 

Mr.  RoiiPH.  7.409  cents  per  pound. 

The  Chairman.  That  is  the  American  Sugar  Refining  Co. 

Senator  Jones.  If  those  sugars  were  purchased  at  the  prices  read 
here  from  these  telegrams,  how  much  of  a  differential  would  there 
nave  been? 

88464—18 ^28 
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Mr.  SoLPH.  $1,629. 

Senator  Jones.  $1,629. 

The  Chaikman.  Now,  may  I  call  attention  to  the  fact  thrt  Mr. 
Babst  testiSed  that  his  differential  was  $1.21  f 

Senator  Jones.  I  have  no  objection  to  that  at  all. 

The  Chairman.  That  just  simply  shows  how  foolish  it  is  to  Uke 
these  guessee,  if  Mr.  Babst  was  right;  that  is  all- 
Senator  Lodge.  Mr.  Babst  is  the  president  of  the  company  that  is 
in  question  here. 

^nator  Jones.  It  seems  to  me  that  it  is  not  foolish  to  do  n  thing 
of  that  sort. 

The  CnAiRMAN.  I  mean,  of  course,  how  innocuous  it  is,  how  fruit- 
less it  is. 

Senator  Jones.  On  the  other  hand,  if  the  differential  which  ilr. 
Babst  gave  as  the  differential  of  the  American  Sugar  Refijiing  Co. 
is  accurate,  it  would  tend  to  show  that  the  sugars  which  he  actutllj 

Eurchased  in  the  Cuban  market,  with  the  variations  in  price,  woulo 
ave  been  above  the  average  stated  in  these  telegrams  read  by  Sen- 
ator Reed. 

Senator  IjOdoe.  It  would  have  been  more  satisfactory  if  Mr.  Babst's 
figures  and  Mr.  Rolph's  figures  had  been  arranged  to  agree. 

Senator  Jones.  I  will  ask  you,  Mr.  Eolph,  what  was  the  average 

Srice  of  Cuban  sugars,  according  to  this  chart,  between  the  1st  of 
anuary  and  the  1st  of  October  of  this  calendar  year,  assuming  that 
the  delivery  of  the  sugars  was  substantially  uniform  during  t\\n 
period  of  time  ? 

Mr.  Eolph.  I  have  not  that  figure  up  to  that  time.  For  the  year 
to  about  the  middle  of  December  it  was  $6.23.  [After  a  paui*-] 
Willett  &  Gray  give  the  average  price  of  raw  sugar  from  Januarv  1 
to'  December  14  as  $6.23t^,  duty  paid.     That  is,  to  December  14.' 

Senator  Jones.  Well,  now,  taking  that  as  the  average  price 

Mr.  RoLPH.  That  is  $5.78,  duty  paid. 

Senator  Jones.  Taking  that  as  the  average  price  of  the  raw  sugar 
and  the  other  figure  as  the  average  price  of  the  refined  sugar,  what 
differential  results? 

Mr.  Eolph.  $1.62^. 

Senator  Jones.  What  is  the  difference  between  that  $1.62ft  and 
the  $1.30  differential  which  the  refiners  have  agreed  upon  I 

Mr.  RoLPH,  Thirty-two  and  nine-tenths  cents  per  100  pounds. 

Senator  Jones.  That  would  in  a  way  represent  the  average  differ- 
ential, would  it  not,  of  all  the  refiners?  No;  that  is  of  the  Ameri- 
can Co. 

Mr.  Eolph.  That  is  of  the  American  Co. 

The  Chairman,  Where  have  we  gott^i — $1.62? 

Mr,  Eolph.  $1.62^,  on  these  figures.  The  blue-line  figures  of 
actual  cost,  or  the  cost  of  the  C.  &  H.  Co.,  are  $5,874. 

The  Chairman.  And  of  the  American,  what  are  they? 

Mr.  BoLPH.  The  American  we  figured  at  $5,78;  and  although  we 
buy  our  sugars  at  25  cents  a  hundred  pounds  less  than  the  New  York 
market  price,  it  appears  that  we  have  actually  paid  a  higher  price 
than  the  New  York  market  price  for  the  sugar. 

The  Chairman.  How  did  you  come  to  do  that  when  you  were  deal- 
ing with  yourselves?    Was  there  anybody  interested 
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Senator  Jones.  I  will  just  state,  in  order  to  shorten  it,  that  that 
has  been  explained ;  that  their  contract  provides  that  they  shall  pay 
that  on  the  basis  of  the  New  York  price  in  advance  of  delivery.  10  c^ys 
in  advance  of  delivery,  and  the  difference  amounts  to  more  tnan  that 
on  an  advancing  market. 

The  Chairman.  Let  me  ask,  Senator  Jones,  since  we  are  going  into 
explanations,  if  you  think  that  the  price  that  the  man  pays  to  him- 
self is  of  anv  use  in  the  world  for  any  purpose? 

Senator  tfoNEs.  I  think  it  is,  if  that  price  he  pays  to  himself  is  based 
upon  the  transactions  of  other  people. 

Mr.  RoiiPH.  It  is  a  separate  industry. 

The  Chairman.  Of  course,  separate  corporations.  So  did  Poo  Bah 
hold  the  job  of  Lord  Hiffh  Executioner  and  several  other  places; 
but  he  was  the  same  individual. 

Mr.  SoLPH.  But  the  other  refinery  that  is  buying  in  the  same  mar- 
ket and  the  same  place  is  buying  on  practically  the  same  terms,  so  far 
as  I  know. 

The  Chairman.  The  question  of  the  price  of  su^ar  in  the  market 
is  a  different  thine,  and  that  other  refilnery  has  its  prices,  and  its  prices 
follow  yours,  do  they  not  ?  You  control  80  per  cent,  and  they  take  the 
rest,  and  they  have  to  follow  your  prices? 

Mr.  RoiiPH.  No ;  not  necessarily. 

The  Chairman.  They  do,  and  have  for  years. 

Mr.  R014PH.  Of  course,  naturally,  all  these  have  followed  for  years. 
It  can  not  be  otherwise. 

The  Chairman.  The  Hawaiian  sugar  business  is  in  the  grip  of  two 
great  organizations,  for  all  practical  purposes 

Mr.  KouPH.  Not  at  all. 

The  Chairman.*  One  is  the  Factors  Co.,  which  controls  80  per  cent, 
and  the  other  20  per  cent  of  the  sugars  are  sent  to  the  Great  Western 
or  to  you  ? 

Mr.  EoLPH.  They  sell  them  all  to  the  Western  Sugar  Refining  Co. 

The  Chairman.  They  have  one  place  to  sell? 

Mr.  RoLPH.  The  Western  Sugar  Refining  Co.  does  not  get  their 
entire  sugar  supplies  from  Hawaii. 

The  Chairman.  But  thej^  are  the  entire  market  from  that  particu- 
lar place  ? 

Mr.  RoLPii.  Thev  buy  from  Peru  and  also  from  Manila.  [To 
Senator  Jones.]     '^he  American  figure  is  $1,629. 

Senator  Jones.  What  was  the  differential  of  the  Federal,  figured 
on  the  same  basis  ? 

Mr.  RoLPH.  $2.08. 

vSenator  Jones.  The  difference  between  that  $2.08  and  the  $1.30 
<lifferential  arranged  by  this  agreement  is  how  much? 

Mr.  RoLPH.  78.1  cents. 

Senator  Jones.  What  was  the  output  of  the  Federal  Co.  during 
this  year  ?  ^  ^ 

Mr.  RoLPH.  The  figures  that  they  turned  in  as  the  estimated  melt 
for  this  year  are  825,557  tons. 

Senator  Jones.  That  quantity  of  melt  and  the  excess  differential 
you  have  just  stated,  figured  how  much  excess  profit  above  this 
agreed  differential  the  Federal  Sugar  Refining  Co.  made  on  that 
basis  of  calculation  ? 
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Senator  Lodge.  Would  you  not  proceed  with  them  as  jou  pro- 
ceeded with  the  others — find  out  what  their  differential  wasi 

Senator  Jones.  Yes ;  I  will. 

Senator  Lodob.  I  would  like  to  get  what  their  differential  was. 

Mr.  BoLPH.  Based  on  these  figures,  $2,081. 

Senator  Lodge.  Wliat  was  the  reduction  when  you  fixed  it  at  iiM : 

Mr.  HotJ>H.  The  difference  between  the  $2.08  and  the  $1.30  is  iS 
cents. 

Senator  Lodge.  Then  the  sacrifice  that  was  made  by  the  Federal 
was  no  larger  than  yours,  or  as  large  as  yourat 

Senator  Jones.  Much  larger. 

Senator  Lodok.  How  so)     He  said  78  cents  for  his  own  company. 

Mr.  BoLPH.  The  Senator  has  not  asked  me  about  my  own  coii)- 
pany. 

Senator  Lodoe.  What  was  the  second  company  you  inqnired  about. 
Senator  Jones! 

Senator  Jones.  That  was  the  American. 

Senator  Lodge.  That  was  the  first. 

Senator  Jones.  This  is  the  second. 

Senator  Lodge.  What  was  that  one  you  asked  about? 

Senator  Jones.  Sizty-sz  something. 

Senator  Lodoe.  No. 

Mr.  BoLFH.  $1,629. 

Senator  Lodge.  You  have  had  one  in  between,  whidi  I  understnoJ 
was  this  one  here. 

Sniiator  JoNES,  I  have  not  reached  that  yet. 

Senator  Lodge.  I  will  ask  the  stenographer  to  read  back. 

The  Chairman.  He  discussed  the  Blue  Line  Co.  at  some  \engih. 
but  whether  he  gave  the  figures,  I  do  not  know. 

Senator  Lodge.  There  was  a  second  one  given,  showing  $2.08,  Or 
was  that  a  simple  repetition^  I 

Senator  Jones.  It  is  the  same  one.  i 

Senator  Lodge,  The  same  one  shown  twice  1 

Senator  Jones.  The  same  one. 

Senator  Kenvon.  Figured  a  different  way? 

Senator  Lodge,  Then  the  amount  that  was  sacrificed  on  the  iliffef 
ential  by  the  Federal  Co,,  when  they  agreed  to  $1.30,  was  much  larpl 
than  that  sacrificed  by  the  American  Sugar  Refining  Co.?  I  «»"! 
an  answer  to  mv  question. 

Mr,  EoLPH.  The  reduction  of  the  price  that  was  brought  about  I' 
this  agreement  on  $1,30  was  78  cents  in  the  case  of  the  Federal,  an 
32  cents  in  the  case  of  the  American. 

Senator  Lodge.  Yos.  Then  it  was  a  much  heavier  loss  to  the  F«j 
eral  than  it  was  to  the  American  and  that  is  a  much  heavier  sacrifice 

Mr.  EoLPii.  I  would  not  consider  that  so. 

Senator  Lodge.  Would  you  not  consider  it  a  lai^er  loss?  T<i 
would  not  consider  78  larger  than  32  ? 

The  Chairman.  Not  for  the  purposes  of  this  case. 

Senator  Lodge.  Not  for  the  purposes  of  this  inquiry.  I  thiut " 
will  leave  it  there.    I  do  not  think  we  need  any  more,  Mr.  Eolph. 

Senator  Jones.  I  think  the  difference  is  in  the  use  of  the  ^oD 
"sacrifice."  It  may  be  that  to  some  there  is  very  little  sacrifiw  f 
reducing  an  exorbitant  profit.  I 
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Senator  Loikir  We  have  the  patriotism  of  the  American  Sugar 
Kefining  Co.  rather  forcibly  impressed  on  our  minds. 

Senator  Vardaman.  May  I  ask  you  the  cause  of  the  antipathy  to- 
ward the  Federal  Refinery  on  the  part  of  your  company  and  the 
American  Refinery?    What  is  the  cause  of  that! 

Mr.  RoLPH.  I  never  had  the  slightest  antipathy  in  the  world  to  Mr. 
Spreckels  until  he  started  to  attack  the  Food  Administration  and 
myself  recently. 

Senator  Vardaman.  Really,  there  is  a  feeling  of  hatred  or  dislike 
which  it  seems  to  me  has  been  manifested.  I  did  not  know  the  cause 
of  it.  I  am  rather  glad  of  the  disagreement.  I  think  just  men  will 
get  their  diles  now. 

Mr.  RoLPH.  Ck)uld  you  sit  here  and  listen  to  what  Mr.  Spreckel* 
said  about  you,  impugn  your  motives,  when  the  price  my  company 
has  charged  for  sugar  to  the  American  consumer,  trying  to  meet  Mr* 
Hoover's  views,  dropped  from  $8.85,  that  we  could  have  sold  the 
sugrar  at,  to  $7.25,  when  I  knocked  down  that  price  of  sugar  and  pre- 
vented the  Hawaiian  from  getting  the  price  of  sugar  away  up  here, 
and  came  into  this  room  and  heard  him  make  the  assertions  and 
statements 

Senator  Vardaman.  I  think  you  both  have  been  rather  liberal  in 
your  compliments. 

Mr.  RoLPH.  I  am  sorry,  but  I  must  say  I  have  felt  very  bitter. 

Senator  Vardaman.  I  must  say  I  think  you  are  both  rather  liberal 
with  your  compliments. 

Senator  EIenton.  When  do  you  think  you  will  finish  your  testi- 
mony ? 

Mr.  RoLPH.  As  soon  as  the  gentlemen  get  through. 

Senator  Kenton.  You  think  you  will  get  through  to-night? 

Senator  Jones.  Now,  will  you  please  answer  my  last  question  ? 

(The  stenographer  repeated  the  questions  as  follows : ) 

Senator  Jones.  That  quantity  of  melt,  and  the  excess  differential  you  have  Just 
stated,  figured  how  much  excess  profit  above  this  agreed  differential  the  Federal 
Sugar  Refining  Co.  made  on  that  basis  of  calculation? 

Mr.  RoLPH.  Over  five  millions  of  dollars. 

Senator  Ken  yon.  What  is  that,  Mr.  Spreckels's  profit? 

Senator  Jones.  That  is  what  we  may  term  Mr.  Spreckels's  excess 
profit. 

Mr.  RoLPH.  Based  on  these  figures,  it  figures  out  $5,075,500. 

The  Chairman.  Let  me  ask  you  a  question :  If  you  do  not  know  that 
those  figures  are  absolutely  false  and  misleading,  if  you  do  not  know 
it    (After  a  pause.)    It  is  taking  a  good  while  to  answer  that  question. 

Mr.  KoLPH.  I  will  say  that  the  figures  that  are  prepared — these 
Sgures — ^were  prepared  in  New  York.  These  particular  figures  were 
prepared  in  New  York  from  a  chart  similar  to  this,  and  it  showed 
hat  the  price  the  California-Hawaiian  Sugar  Eefining  Co.  in  San 
Francisco  was  7.378,  and  I  telegraphed  out  to  find  out  what  the  exact 
igure  was,  and  it  wa*s  7.37.    So  it  is  a  very  close  calculation. 

The  Chtairman.  I  will  ask  you  if  you  know  the  output  of  the 
Spreckels  factory,  the  Federal? 

Mr.  RoLPH.  I  am  giving  you  the  statement  that  the  Federal  Sugar 
Refining  Co.  turned  in  to  the  Food  Administration. 
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The  Chaibman.  I  am  asking  7011,  dow,  if  you  do  not  know  ibt 

these  figures,  made  up  in  that  way  there,  are  utterly  unreliable^ 

Mr.  BoLPH.  No;  I  do  not  know  that  they  are  utterly  unreliable. 

The  Chairman.  Do  you  believe  them  to  l>e  reliable,  or  are  ynu  will 

ing  to  swenr  that,  according  to  your  best  judgment,  those  figurw  are 

substantially  correct  that  vou  have  given  ? 

Mr.  RoLPii.  Based  on  tlie  figures  here 

The  Chairman  (interrupting).  No,  leave  out  "based'"  and  every 
thing.  If  j'ou  have  a  false  basis,  that  does  not  get  us  anywhere.  I 
am  asking  you  if  you  are  willing  to  swear  that,  in  your  judgment.  il,e 
figures  you  have  just  give  are  substantially  correct ! 

Mr.  EoLPii.  I  am  willing  to  say  that  the  price  quoted  in  the  He- 
gram,  which  was  $5.78,  duty  paid— the  price  of  raw  sugar — based  "d 

the  average  selling  price  as  ^iven  by  Willett  &  Gray,  of 

Senator  Jones  (interrupting).  As  shown  on  this  chart? 
Mr.  KoLPH.  As  shown,  yes ;  approximately  this  line  as  you  !*e  il 
with  the  margin  as  $2,08;  deduct  from  that  $1.30.  and  it  leave;  j 
difference  of  78  cents,  or  $15.62  a  ton. 

The  Chairman.  But,  Wr.  Kol])h,  I  did  not  ask  you  that.  Vuii 
know  that  I  am  chnllenging  the  accuracy  of  the  basis  of  these  c;ik'ii- 
lations  that  you  are  offering  here  now  a.s  an  expert  in  the  sugar  h\i-:- 
ness,  and  you  are  asked  to  gi\e  a  conclusion  here  that  is  to  go  iiit" 
this  record,  and  go  to  this  country,  and  you  have  proceeded  alona  -i 
certain  line  and  reached  a  deduction  assuming  certain  things  to  It 
true.    Evidently  you  want  that  to  go  to  the  country  as  the  fiitt. 

Senator  Jones.  I  will  state  to  the  chairman  that  Mr.  Kolph  did  m 
request  me  to  bring  this  out  at  all;  I  did  it  upon  mv  own  initiatiu. 
and  I  am  ret^ponsible  for  bringing  this  into  the  record. 

The  Chairman.  Very  well.    Now,  I  am  asking  the  witness,  who  >\h 
here  as  an  expert  familiar  with  the  sugar  business,  if  he  is  willin; 
to  say  that,  in  his  best  judgment,  the  result  which  he  has  given,  ihr 
profits  which  he  says  have  resulted  to  the  Federal  Co.,  are  accurate '. 
Mr.  RoLPH.  I  think  they  are. 

The  Chairman.  Very  well.  Now.  I  want  the  record  to  .-how  ibl 
it  has  taken  us  at  least  16  minutes  to  get  the  witness  up  (0  a  point 
where  he  would  say  that. 

Senator  Jones.  I  think  the  record  will  show  a  very  good  rea^^n 
why  it  took  so  much  time. 

The  Chairman.  Very  well.    I  think  it  will. 

Senator  Kenton.  Mr.  Chairman,  I  have  not  said  much,  but  I  (iiiat 
we  are  making  a  great  mistake  to  l>e  trying  Mr.  Spreckels  or  to  '* 
trying  these  sugar  companies.  We  have  a  specific  work  to  do.  ana  1 
do  not  see  that  we  are  getting  anywhere.  There  is  a  coal  inquiry  to 
follow  this  that  is  of  vastly  more  importance  than  all  this,  and  ^'■'' 
are  just  about  where  we  started  when  we  commenced  that  noon. 

Senator  Jones.  If  it  is  admitted  by  the  committee  that  the  afti'>i' 
of  these  refiners  in  entering  into  this  contract,  and  the  action  of  tit; 
Food  Administration  in  aiding  and  brining  about  that  contract,  'i.  1 
result  in  a  very  great  reduction  in  the  price  of  sugar  to  the  American 
consumer,  then  I  do  not  care  to  pursue  the  subject  any  further. 

Senator  Kenyon.  How  does  tlie  fact  that  Mr.  Spreckel-  niii'f'' 
$5,000,000  enter  into  that?    AVhat  difference  does  it  make? 
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Senator  Jones.  X  wanted  to  show  on  some  sort  of  basis  the  extent  to 
which  the  consumers  of  this  country  had  been  relieved  of  the  cost  of 
sugar,  the  high  price  of  sugar. 

The  Chaikman.  And  you  get  at  that  by  showing  the  differential 
that  Mr.  Spreckels's  company  made,  and  the  profits  that  he  made, 
instead  of  snowing  the  price  of  sugar  then  and  tne  price  of  sugar  now. 

Senator  Jones.  I  am  trying  to  get  it  in  here  actually  for  the  pur- 
pose of  inducing  Mr.  Spreckels  to  come  in  here  and  show  what  his 
actual  transactions  were. 

The  Chairman.  I  suppose  there  will  be  no  difficulty  about  that. 

Senator  Kenyon.  If  we  are  going  to  brin§  him  back,  we  had  better 
postpone  this  and  take  up  the  coal  investigation. 

The  Chairman.  Proceed  with  the  witness. 

Senator  Jones.  If  the  agreement  which  it  is  now  proposed  to  enter 
into  for  the  incoming  Cuban  crop  is  carried  out,  what  would  be  the 
difference  between  the  average  price  of  raw  sugar  in  the  United  States 
and  the  average  price  of  that  raw  sugar  during  the  calendar  year 
1917? 

Mr.  EoLPH.  Based  on  the  average  duty-paid  price  for  the  year  as 

given  by  Willett  &  Gray  as  $6.23,  it  will  oe  less  by  about  24  cents, 
ased  on  the  figures,  as  quoted  by  the  chairman,  of  4.40  Cuba,  it 
will  be  20  cents  higher  in  Cuba. 

Senator  Jones.  How  much  less  will  it  be  than  the  price  of  raw 
sugar  in  August,  when  you  began  to  deal  with  the  subject? 

Mr.  EoLPH.  It  will  be  at  least  a  cent  and  a  half  lower  than  the 
August  price. 

Senator  Jones.  And  how  many  tons  do  you  expect  to  obtain  from 
Cuba  for  this  market  during  the  present  sugar  year,  that  is,  from 
October  1,  this  year,  to  October  1,  next  year? 

Mr.  KoLPH.  Approximately  2,000,000  tons  from  Cuba.  The  fig- 
ure here  shown  2,105,000. 

Senator  Jones.  The  price  for  this*  sugar  here  is  materially  reduced 
from  the  price  of  the  raw  sugar  as  it  was  on  October  1,  is  it  not? 

Mr.  RoLPH.  From  October  1  until  approximately  this  time  it  has 
been  6.90. 

Senator  Jones.  And  you  propose  to  reduce  it  how  much? 

Mr.  BoLPH.  To  just  below  6  cents,  or  practically  6  cents. 

Senator  Jones.  As  against  the  price  which  was  agreed  ujpon  for 
raw  sugar  for  the  latter  part  of  the  current  calendar  year,  the  price 
for  the  1917-18  crop  will  be  reduced  nearly  1  cent  per  pound? 

Mr.  RoLPH.  About  90  cents. 

Senator  Jones.  And  on  the  2,000,000  tons  how  much  would  that 
reduction  amount  to  ? 

Mr.  RoLPH.  About  $40,000,000. 

Senator  Jones.  Mr.  Rolph,  do  you  think  it  necessary  to  go  into  the 
question  of  the  Louisiana  transactions? 

Mr.  Rolph.  I  do  not  think  so. 

Senator  Jones.  Is  there  anything  else  especially  that  you  wish 
to  say  to  the  committee? 

Mr.  RoiiPH.  There  was  a  statement  about  French  sugar  made  here. 
I  just  want  to  say  that  that  was  a  commercial  transaction,  and  the 
French  Government  have  released  the  sugar,  by  cable  to  this  Gov- 
emment,  to  be  replaced  in  January. 
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The  Chairhan.  When  did  they  release  it! 

Mr.  BoLFH.  There  was  a  series  of  cablegrams  starting  in  October. 

Senator  Lodge.  When  did  they  release  it^ 

Mr.  RoLPH.  The  final  release  came  on  November  28. 

Senator  Jones.  Is  there  anything  else  you  care  to  say  to  the  com- 
mittee! 

Mr.  KoiJ>H.  I  think  not. 

Senator  Lodge.  You  caused  this  reduction  of  price,  as  you  have 
testified  to  Senator  Jones,  but  there  was  a  great  scarcity  of  supar 
in  certain  places.  This  reduction  was  accompanied  by  what 
amounted  to  a  sugar  famine  in  certain  places? 

Mr.  RoLPH.  Yes,  sir. 

Senator  Lodge.  And  you  fixed  the  price  for  granulated! 

Mr.  BoLPH.  I  did  not. 

Senator  Lodge.  You  regulated  by  agreement  as  to  the  pricp  it 
which  granulated  sugar  should  be  sold ! 

Mr.  Roif  H.  Yes.    There  was  a  voluntary  agreement  entered  into. 

Senator  Lodge.  Yes ;  a  voluntary  agreement  that  granulated  sugar 
should  be  sold  at  a  certain  price. 

Mr.  Roif  H.  Well,  that  they  would  not  go  beyond  that  price — tot 
that  that  would  be  sold  at  that  price,  but  that  that  they  would  not  go 
beyond  that  price. 

Senator  Lodge.  And  then  there  was  no  suffar.  At  least,  in  Ihe 
region  where  I  come  from  there  is  no  sugar.  Isaw  the  scarcity  with 
my  own  eyes.  Thousands  of  people  could  not  get  any  sugar  at  all- 
And  you  think  that  was  made  up  for  by  the  lowness  of  price? 

Mr.  RoLPH.  So  far  as  the  additional  supplies  are  concerned,  we 
bought  all  of  the  sugar  that  it  was  possible  to  Duy,  and  it  was  brougbi 
to  the  United  States  beginning  in  September,  because  while  the  Gov- 
ernment had  absolutely  no  authority  to  buy  or  sell  sugar,  the  refiners 
gave  me  authority  to  buy. 

Senator  Lodge.  But  the  fate  of  the  consumer  in  New  England  was 
that  he  had  a  low  price  and  no  sugar,  which  seems — well,  it  does  doi 
seem  comfortable.  I  mean  the  satisfaction  of  a  low  price,  when  jou 
can  not  buy  anything,  seems  rather  barren.    Don't  you  think  so! 

Mr.  BouH.  It  was  very  unfortunate. 

Senator  Lodge.  That  is  all. 

The  Chaieman.  You  say  you  got  all  the  sugars  you  could,  and  vet 
there  was  an  order  issued  stopping  the  refiners  from  buying  sugar  io 
Cuba,  was  there  not! 

Mr.  KoLPH.  Not  an  order,  but  a  request. 

The  Chairman,  A  request,  and  they  obeyed  it,  did  they  not! 

Mr.  KoLPH.  Yes, 

The  Chairman,  According  to  the  figures  you  have  given  us,  there 
were  about  40,000  tons  of  sugar  in  Cuba,  and  about  half  of  that  was 
sold,  or  more,  and  only  about  20,000  tons  were  left,  and  yet  you  tell 
us  that  if  Mr.  Spreckels  had  been  allowed  to  go  in  and  buy  those 
sugars,  that  little  lot  of  20,000  tons  or  40,000  tons,  it  would  have  put 
up  the  price  of  all  the  sugars  there  were  in  America  to  about  1^ 
cents? 

Mr.  RoifH.  I  think  that  might  have  happened,  and  quite  likely 
would  have  happened. 
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The  Chairmak.  Although  Mr.  Spreckels's  proposition  was,  in 
words  and  figures,  as  foUows: 

We  have  been  obliged  to  close  our  refinery  and  a  thousand  men  will  be  out  of 
employment  unless  we  are  permitted  to  supply  ourselves  with  raw  materials. 
The  international  sugar  committee,  who,  under  the  agreement  entered  into  with 
you,  are  to  purchase  all  raw  materials,  will  not  pay  more  than  $6.90  per  100 
pounds  for  raw  sugar,  and  are,  therefore,  unable  to  supply  us.  We  would 
gladly  pay  more  for  our  raw  materials  and  agree  not  to  advance  our  price  for 
refined  sugar. 

You  think  if  Mr.  Spreckels  had  gone  out  and  bought  some  sucar 
and  then  had  not  advanced  the  price  of  refined  su^ar  in  the  market 
that  that  would  have  put  the  price  of  all  the  remied  sugar  in  the 
world  up  to  15  cents  ? 

ilr.  BoLPH.  I  am  positive  it  would  have  put  the  general  market 
price  of  sugar  up. 

The  Chairman.  Although  at  that  time — on  October  19,  when  this 
telegram  was  sent — there  were  approximately  on  hand — or  at  least 
between  that  time  and  the  15th  of  December — in  Colorado  107,000  tons, 
and  the  Spreckels  Co.  in  California  had  31,000  tons;  the  Utah  Co. 
bad  71,000  tons;  the  Michigan  Sugar  Co.  9,000  tons;  the  American 
Beet  Sugar  Co.  22,000  tons — using  round  numbers — making  a  total  of 
beet  sugar  produced  up  to  December  15  of  241,602  tons;  and  in  addi- 
tion to  that  the  Western  Sugar  Refining  Co.  handled  irom  Septem- 
ber 1  to  December  14,  60,000  tons,  and  the  California  &  Hawaiian 
Sugar  Co.  handled  67,000  tons,  and  there  were  necessarily  in  the 
United  States  very  considerable  stocks  scattered  throughout  the 
country — and  yet  you  say  that  if  Mr.  Spreckels  had  gone  into  the 
Cuban  market  and  bought  that  little  lot  of  20,000  tons  of  remaining 
Cuban  sugar,  at  a  price  so  that  he  could  have  afforded  to  refine  it  and 
sold  it  without  advancing  the  price  of  sugar  1  cent,  that  would  have 
put  the  price  of  all  this  output  of  sugar  up  to  15  cents.  That  is  your 
opinion  f 

Mr.  BoLf  H.  No ;  it  is  not  my  opinion. 

The  Chair3ian.  That  is  just  what  you  said,  is  it  not? 

Mr.  BoLPH.  The  facts  are  these,  that  when  I  requested  these  people 
to  withdraw  from  the  market  Mr.  Jamison,  of  the  Arbuckle  Co. 

The  Chairman.  Oh,  wait.  Do  not  let  us  get  two  things  in  to- 
pther.  I  am  discussing  your  statement  that  if  Mr.  Spreckels  had 
been  allowed  to  go  into  the  market  at  the  time  he  proposed  and  pay 
the  prices  he  proposed  it  would  have  put  the  price  of  sugar  up  to  15 
cents.  His  proposition  is  contained  in  this  telegram  that  I  just  read. 
It  has  no  relation  and  has  nothing  whatever  to  do  with  the  August 
transaction.    The  telegram  is  dated  October  19. 

Mr.  EoiiPH.  Yes. 

The  Chairman.  I  want  to  know  what  you  say. 

Mr.  RoLPH.  The  purchase  of  all  of  the  sugar  was  being  arranged 
for  and  it  was  actually  brought  into  this  country. 

The  Chairman.  At  what  price? 

Mr.  RoLPH.  $6.90. 

The  Chairman.  Then  there  would  not  have  been  anything  there 
for  Mr.  Spreckels  to  buy  ? 

Mr.  Rolph.  It  was  not  all  l)rought  in  by  October  19. 
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The  Chairman.  How  much  was  left?  You  had  arranged  for  it. 
How  much  was  going  to  be  left  for  him  to  buy! 

Mr.  RoLFH.  A  y^ry  small  amount. 

The  Chairman.  What  was  the  size  of  that  amount? 

Mr.  EouH.  On  the  9th  of  October  there  were  probably  25,000  tMis 
there. 

The  Chairman.  I  am  asking  you  now  if  Mr.  Spreckels  had  bought 
those  25,000  tons  at  a  price  so  that  he  could  have  afforded  to  have 
manufactured  it  and  put  it  on  the  market  without  raising  the  priceof 
refined  sugar  a  penny 

Mr.  RoLPH.  But  Mr.  Spreckels  could  not  have  done  that. 

The  Chairman.  But  he  offered  to  do  it.  Could  he  not  stand  the 
loss? 

Mr.  RoLPH.  It  was  my  judgment  against  his,  and  I  think  my  judg- 
ment was  backed  up  by  every  refiner  m  the  United  States. 

The  Chairman.  Mr.  Spreckels  made  a  proposition  to  do  it.  anJ 
I  am  asking  you  if  Mr.  Spreckels  had  carried  out  that  proposition 
if  you  still  say  to  this  committee  that  the  price  of  sngar  would  have 
gone  to  15  cents? 

Mr.  RoLPH.  I  think  it  would  have  gone  to  almost  any  point 

The  Chairman.  You  are  about  as  certain  of  that  as  you  are  of 
any  of  these  opinions  that  you  have  given  us,  are  you  ? 

Mr.  RoLPH.  That  is  my  commercial  judgment,  that  givinj:  Mr- 
Spi-eckels  permission  to  buy  that  sugar  would  necessarily  mean  thi; 
every  refiner  had  to  have  the  same  permission. 

The  Chairman.  But  if  every  refiner  had  had  that  pennis-sion.  anJ 
all  21  refiners  had  gone  in  each  of  them  against  the  others  for  20.W; 
ton.s  of  sugar,  and  on  which  they  would  agree  as  Mr.  Spreckels  >i^<'' 
not  to  raise  the  price 

Mr.  RoLPH.  They  would  not  have  had  any  more  sugar  than  ivj: 
brought  in. 

The  Chairman.  I  am  asking  you  about  raising  the  price  to  1.' 
cents.  You  are  standing  here  before  the  American  people  to-daj 
practically  saying  to  them  that  you  rescued  them  from  the  calamity 
of  paying  15  cents  a  pound  for  all  their  sugar  up  to  this  time  bv 
preventing  Mr.  Sprecltels  from  buying  20,000  tons  of  sugar  and 
refining  it  and  selling  it  at  the  same  price  that  sugar  was  selling  for 
at  that  time,  and  your  judgment  on  tnat  is  just  as  firmly  fixed  &■'  it 
is  on  any  matter  of  opinion  that  vou  have  expressed,  is  it  not,  Mr. 
Rolph? 

Mr.  Rolph.  That  is  my  commercial  opinion. 

The  Chairman,  Now  I  am  going  to  ask  you 

Senator  Jones.  Now,  let  me  break  in  and  assume  some  of  the  cour- 
tesies that  the  Chair  assumed. 

The  Chairman.  I  hope,  Senator,  you  did  not  think  I  was  dis- 
courteous ? 

Senator  Jones.  Oh,  no,  indeed. 

Mr.  Rolph.  M'ill  you  please  state  why  you  reached  that  conclusion! 

The  Chairman.  He  has  already  been  over  that. 

Senator  Jones.  Oh,  no. 

The  Chairman.  Oh,  yes.  I  am  not  going  to  say  he  can  not  an- 
swer ;  but  there  otight  to  be  an  end  to  everything. 

Mr.  Rolph.  If  I  had  granted  Mr.  Spreckels  permission  to  go  into 
the  market  and  pay  a  higher  price  than  the  price  that  was  estab^ 
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lished  there  of  $6.90,  I  would  have  had  to  have  given  other  buyers 
f  he  same  pertnission ;  and  that  would  have  meant  that  they  would  be 
bidding  against  each  other.  At  the  same  time  Canadian  buyers 
would  have  come  into  the  market  and  wanted  to  buy  their  proportion 
of  this  sugar ;  and  knowing  that  there  was  a  very  small  amount  left  in 
Cuba  they  would  have  been  bidding  up  and  bidding  up  and  bidding 
up  and  bidding  up,  to  get  the  sugar,  to  a  point  that  it  was  a  mere 
liazard  as  to  where  the  price  would  go  to. 

The  Chairman.  You  had  already  requested  the  British  Govern- 
ment not  to  bid  ? 

Mr.  RoLPH.  The  British  Government  had  been  requested  to  stay 
out  of  the  market,  and  it  stayed  out  of  the  market. 

The  Chairman.  That  is  a  good  deal  like  saying 

Senator  Jones.  I  beg  your  pardon;  just  a  question  further. 
The  Chairman.  Go  ahead. 

Senator  Jones.  And  would  that  have  had  any  effect  on  the  price 
of  other  raw  sugars  and  other  sugars  in  this  market? 

Mr.  RoLPH.  It  would  have  raised  the  price  of  all  raw  sugars 
coming  into  the  market,  because  they  would  have  been  bidding 
indiscriminately  for  those  sugars  also. 

The  Chairman.  You  did  not  have  to  turn  them  loose  indiscrimi- 
nately on  the  other  sugars.  I  am  talking  here  about  the  one  propo- 
sition— the  sugars  that  Mr.  Spreckels  had  said  he  wanted.  Suppose 
that  Mr.  Spreckels  had  said  that  he  would  refine  these  sugars  and 
sell  them  at  the  same  price,  and  the  opportunity  had  been  opened  to 
all  refiners  on  the  same  terms  granted  to  Mr.  Spreckels,  namely,  that 
they  were  to  go  in  and  buy  this  little  20,000  tons  of  sugar,  such  of 
it  as  they  got,  and  sell  it  to  the  people  without  raising  the  price  of 
refined  sugar  above  the  quotations  then  existing;  that  would  have 
produced  chaos  ? 

Mr.  RoLPH.  I  do  not  want  to  bring  Mr.  Spreckels  into  this  matter 
any  more  than  I  have  to;  but  I  am  just  considering  what  he  would 
have  thought  and  what  others  would  have  thought  if  I  had  granted 
the  same  to  Mr.  Babst,  of  the  American  Sugar  Kefining  Co.  ^ 

The  Chairman.  And  to  others? 
Mr.  RoLPH.  No;  to  him  exclusively. 

The  Chairman.  Have  you  a  table  there  which  gives  the  range  of 
prices  by  months  and  weeks  for  the  years  1913,  1914,  1915,  1916, 
and  1917? 
Mr-  Kow»H.  The  range  of  prices? 
The  Chairman.  Yes. 

Mr.  KoLPH.  I  have  the  Federal  Trade  Bulletin,  that  gives  it  by 
years. 

The  Chair3ian.  Could  you  have  prepared  and  sent  up  here  to- 
morrow morning  a  plat  which  shows  the  range  of  prices  by  months, 
of  sugar,  for  the  years  1913, 1914, 1915, 1916,  and  1917? 

Mr.  BoLPH.  Yes;  if  I  could  have  these  tables  back  again,  they  are 
here. 
The  Chairman.  Showing  them  in  parallel  lines? 
Mr.  RoLPii.  Do  you  mean  like  this  [producing  table]  ? 
The  Chairman.  All  I  want  is  these  lines  [mdicating].    That  is 
what  I  want.    This  is  1913,  and  can  you  give  me  a  table  for  1914? 
Mr.  Rolph.  Yes;  here  is  one  for  1914. 
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The  C>iAiRHAM.  Yes. 

Mr,  EoLPH,  And  here  is  the  period  when  the  war  started  Indi- 
cating on  table]. 

The  Chairman.  Is  that  for  a  whole  year,  now ! 

Mr.  RoLPH.  Yes,  sir.    Here  is  the  table  for  1915. 

The  Chairman.  Why,  we  have  them  right  here,  have  we  not  i  Yon 
can  let  us  have  these,  can  vou  not? 

Mr.  KoLPH.  Yes;  ceftainly.  I  would  like  to  have  them  back  afwr 
you  get  through  with  them,  because  they  are  the  only  copies  we  have 

The  CnAiHMAx,  You  can  get  a  copy  from  this,  "fhese  are  origin^J 
prints.    They  can  be  blue  printed,  can  they  not? 

Mr.  RoLPu.  I  do  not  think  so. 

The  Chairman.  You  have  handed  me  a  map  similar  to  the  onf* 
you  have  been  using,  showing  the  line  of  prices  for  the  vear  1915. 
I  call  your  attention  to  the  fact  that  sugar,  starting  in  January  of 
that  year  at  $5.10,  had  run  down  during  the  month  of  June  to  $4.6[i. 
and  that  it  went  up  in  the  month  of  August  to  $5  and  in  the  month 
of  September  to  $6.10,    I  call  your  attention  to  that. 

Mr.  RoLPij.  Yes. 

The  Chairman.  What  is  that  blue  line  that  I  have  been  foliowine' 

Mr.  RoLPH.  That  is  the  San  Francisco  price  of  refined  sngsir. 

The  Chairman.  The  San  Francisco  price  of  refined  sugar.  flTiere 
is  the  raw- sugar  price  ? 

Mr.  Rolph.  Here  is  the  raw-sugar  price  [indicating  on  chart]. 

The  Chairman.  Then  let  me  go  back  to  that.  The  raw  sugar  stnil- 
in  in  January  at  $3.70,  drops  during  the  months  of  January  iinJ 
February  below  $3.50,  and  runs  along  up  and  down,  but  in  the  month- 
of  August  and  September  it  reaches  the  high  point,  does  it  not? 

Mr.  Bolph.  Yes. 

The  Chairman.  It  fell  off  in  October,  rose  a  little  bit  in  November, 
and  dropped  in  December? 

Mr.  Rolph.  Correct. 

The  Chairman.  That  line  is  very  much  like  the  line  of  1917,  is  it 
not? 

Mr.  Rolph.  Yes;  but 

The  Chairman.  Well,  now,  just  Wait.  That  is  a  fact.  Now  we 
will  take  1914;  1914,  taking  the  raw  sugars,  starting  in  the  month  of 
January,  they  started  in  at  $3.30.  They  rose  a  little  bit  in  Februan'. 
They  dropped  in  March  and  a  part  of  April.  They  rose  in  May  and 
June,  and  then  in  August,  war  having  been  declared  or  for  some  caiist> 
or  other,  they  rose  to  $7.50.  That  is  correct,  is  it  not,  for  a  part,  of  tin' 
month  of  August  [indicating  on  chart]  ? 

Mr.  Rolph,  Xo;  this  is  the  raw-sugar  line  [indicating]. 

The  Chaibman.  Very  well.  They  rose  to  $6.50;  and  that  was  only 
for  a  few  days,  was  it  not,  and  then  they  dropped  ? 

Mr.  Rolph,  Yes. 

The  Chairman.  They  went  up  a  little  in  September  and  fluctuatei! 
and  then  dropped  and  came  down  in  the  month  of  October,  when  thev 
were  very  materially  lower,  and  in  the  month  of  November  j^tii' 
verj'  much  lower,  and  in  the  month  of  December  they  had  risen  9 
little  and  had  reached  the  4-cent  point.  That  Une  showed  the  same 
kind  of  a  rise,  or  a  corresponding  rise,  of  August,  and  a  corregpond- 
ing  reduction  with  the  lines  that  you  drew  on  your  map  and  which 
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ou  claimed  were  caused  by  the  acts  of  the  Food  Commission,  does  it 
.lOt  ?    Is  not  that  true  ? 

Mr.  RoLPH.  Well,  it  has  dropped  in  those  months. 

The  Chairman.  Then  it  drops;  then  it  rises  about  the  same  time 
and  drops  about  the  same  time,  although  there  was  no  food  control. 

Now,  we  will  take  1914.  We  will  begin  again,  taking  the  line  of 
/aw  sugars  starting  in  at  January.  They  were  approximately  four, 
[n  the  month  of  February  thev  had  risen,  and* in  March,  running 
ilong  through  June  and  July  tliey  had  gone  up  to  about  $4.95,  and 
m  the  month  of  August  they  stayed  at  ^.95,  and  in  the  months  of 
September  and  October  they  had  a  decided  drop,  did  they  not? 

Mr.  BoLPH.  Yes. 

The  Chairman.  Just  as  your  line  that  you  have  produced  for  the 
year  1917  shows  a  drop  after  August,  by  virtue  of  your  interference? 

Mr.  Roij»H.  Yes ;  alter  the  1st  of  October. 

The  Chairman.  Does  it  not  show  a  rise  after  August? 

Mr.  RoLPH.  No. 

The  Chairman.  Did  you  not  do  any  good  in  August  ?  I  thought 
you  did  a  lot  of  good  in  August. 

Mr.  Rolph.  Raw  prices. 

The  Chairman.  That  is  what  I  am  talking  about,  raw  prices. 
Xow,  that  line  shows  a  drop  of  raw  prices  in  August  and  September 
[indicating]  and  this  line  shows  a  drop  exactly  like  it;  this  shows  a 
drop  [indicating]  ?    That  is  true,  is  it  not? 

Mr.  Rolph.  That  is  true.  There  is  a  drop  in  that  month.  But 
wait  a  minute:  we  are  drawing  a  wrong  conclusion.  After  the  drop 
of  October  it  rises  very  rapidly  in  November  and  December.  It  rises 
from  $3.75  in  October  to  $5.35  in  December. 

The  Chairman.  And  that  map  shows  that  was  only  for  two  or 
three  days,  does  it  not,  as  it  immediately  dropped  and  finished  the 
year  down  in  the  neighborhood  of  $4.55? 

Mr.  Rolph.  Correct. 

The  Chairman.  Yes. 

Mr.  Rolph.  But  considerably  higher  than  the  August  to  October 
drop. 

The  Chairman.  There  was  a  drop  there  for  some  reason;  we  do 
not  know  what  it  was.  Now,  we  will  take  the  year  1916,  and  we  will 
start  in  in  January  with  the  raws  at  $4.70.  There  was  a  drop  in  that 
month  to  $4.50,  and  then'  they  rapidly  mounted  until  in  the  month 
of  May  they  had  gotten  up  to  $5.40;  according  to  this  map,  a  little 
above  that.  Then  they  fell.  Then  in  June  they  varied  up  and  down, 
and  in  July.    Then  they  took  a  tumble  in  August,  did  they  not? 

Mr.  Rolph.  Yes. 

The  Chairman.  But  they  went  up  again  in  October:  that  is  cor- 
rect, is  it  not? 

Mr.  Rolph.  That  is  right. 

The  Chairman.  And  then  they  went  down  again  in  December — 
tlie  latter  part  of  November  and  December  there  was  a  marked 
drop — ^gettmg  down  to  $5,  which  was  very  close  to  the  initial  point  of 
the  year  before.  So  that,  now,  you  take  all  these  maps,  and  I  think 
the  next  one  that  we  ought  to  take  in  connection  with  this  is  your 
map  for  1917,  which  is  on  the  same  scale,  and  as  a  matter  of  fact 
the  distinguishing  features  between  these  maps  is  this,  that  when 
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there  was  no  Federal  control  sugar  reached  a  high  point  and  thei. 
I'eached  a  low  point,  a  point,  generally  speaking,  down  nearly  wheiv 
it  started  in  at  the  firet  of  the  year ;  and  if  we  look  at  this  map  show 
ing  what  happened  after  you  Ihad  taken  control,  down  here,  we  fini 
that  sugar,  while  it  dropped  from  the  high  point,  did  not  drop  a- 
far  as  it  did  on  those  other  maps,  and  then  reached  a  steady  line. 

Mr.  RoLPir.  But  with  one  exception. 

The  Chairman.  Of  course,  they  are  not  identical,  but  taking  them 
as  a  general  rule? 

Mr.  RoIjPii.  And  with  a  further  drop,  as  notified  in  your  telegrar 
of  to-day,  to  here  before  the  end  of  December.     [Indicating.] 

The  Chairman.  Oh,  no.     Those  figures  I  gave  you  in  my  tel 
gram  of  to-day — ^you  are  in  error  about  that.    Those  figures  are  th» 
last  year's  figures.     They  are  figures  that  these  gentlemen  conipar 
with  the  crop  of  sugar  that  is  now  complete. 

Mr.  EoLPH.  But  this  is  the  price  as  shown  on  this  chart. 

The  Chairman.  That  is  the  average  that  they  showed. 

Mr.  RoLPH.  That  is  the  price  at  which  sugars  are  being  arraiigi  •! 
for  to-day,  duty  paid. 

Senator  Jones.  In  other  words,  by  adding  that  line  you  comploto 
this  chart  for  the  year? 

Mr.  RoLPH.  You  complete  the  chart  for  the  year,  which  shows  th»» 
usual  drop. 

The  Chairman.  You  were  completing  that  chart  when  you  drew 
that  line  down  to  next  year's  sugai-s  and  not  this  year's  sugars? 

Mr.  RoLPH.  I  do  not  know.     This  is  in  December.  [Indicating. 

The  Chairman.  You  understand,  now,  that  the  prices  you  are 
talking  about  now.  indicated  by  this  pencil  line  you  drew  down  her.\ 
have  to  do  with  the  next  year's  crop  and  nothing  to  do  with  tli. 
this  year's  crop? 

Mr.  Rolph.  Those  sugars  were  already  bought  and  arranged  f'^ 
on  the  10th  of  December  at  that  price. 

The  CiiAiRMAN^Exactly ;  and  that  price  will  be  the  January 
price  and  will  start  us  in  next  January  at  $6,  whereas  last  Januarv 
we  started  in  at  less  than  $5.10,  according  to  this  map,  and  tht»u 
dropped  immediately  in  February  to  $4.60. 

Mr.  RoLPH.  And  then  it  went  right  on  up. 

The  Chairman.  I  will  ask  you  this,  Mr.  Rolph,  although,  i>er- 
haps,  it  is  no  use  to  ask  you :  Is  it  not  a  fact  that  you  can  take  thoso 
same  maps  and  show  a  fluctuation  and  reduction  of  prices  below  the 
high  point,  under  the  law  of  supply  and  demand,  more  beneficial 
than  that  which  you  can  show  by  the  map  that  you  have  made  *^o 
show  the  rise  and  fall  of  sugar  since  the  Federal  board  took  control  ^ 

Mr.  RoLPH.  In  answer  to  that,  I  will  say  it  would  be  a  veiy  inter- 
esting thing  to  see  where  the  price  would  have  gone  to  if  the  control 
had  not  been  placed  on  it. 

The  Chairman.  Oh,  yes;  we  have  got  down  now  to  the  question 
of  what  might  have  been ;  and  the  saddest  of  all  words,  you  know,  is 
what  might  have  been,  and  also  the  most  uncertain. 

You  have  put  in  so  many  figures  here  about  the  differentials  made 
by  these  sugar  refiners.  If  it  should  transpire  that  the  differentials 
that  actually  were  made  by  these  sugar  refiners  were  entirely  differ- 
ent than  the  calculations  upon  which  you  have  testified,  of  cour^^e 
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>ur  conclusion  that  you  drew  from  it  as  to  the  amount  of  saving 
ould  have  to  be  set  aside ;  would  it  not  ? 
Mr.  RoupH.  It  would. 

The  Chairman.  If,  for  instance,  Mr.  Spreckels,  instead  of  making 
1.08,  as  you  say,  only  made  $1.41,  that  would  somewhat  influence  the 
suit  as  to  savmg,  would  it  not? 
Mr.  RoLPH.  It  would. 

The  Chairman.  You  say  that  on  August  25  you  asked  the  British 
withdraw  from  the  Cuban  market.   They  did  so,  did  they  ? 
Mr.  RoLPH.  They  did.    ^ 

The  Chairman.  And  on  August  25  you  asked  the  American  re- 
lers  to  withdraw  from  the  mantet,  and  although  they  had  no  signed 
freement  they  did  withdraw? 
Mr.  RoLPH.  They  did. 

The  Chairman.  What  shape  did  that  leave  the  Cuban  sugar  holder 
I  as  to  a  market? 

Mr.  RoLPH.  It  left  him  without  a  buyer,  practically. 
The  Chairman.  He  not  only  had  no  buyer  but  he  had  no  tonnage 
>  move  his  sugar.    Is  not  that  true  ? 
Mr.  RoLPH.  There  was  plenty  of  tonnage. 
The  Chairman.  Was  he  not  short  of  tonnage? 
Mr.  RoiiPH.  Not  at  that  time. 

The  Chairman.  Did  not  they  have  to  get  their  tonnage  from  the 
Wted  States  or  from  England  ? 
Mr.  RouPH.  No. 

The  Chairman.  Very  well.  He  had  no  buyer.  That  means,  then, 
lat  if  an  agreement  was  effected  between  the  sugar  refiners  of  the, 
Tnited  States  not  to  buy  the  Cuban  sugars,  and  England  was  to 
articipate  in  that,  Cuba  would  not  have  any  market  at  any  time — 
ny  real  market — would  she  ?  The  Cuban  planter  is  practically  at  the 
lercy  of  any  combination  of  Governments  or  individuals  that  em- 
races  the  whole  market  of  Great  Britain  and  the  allies  and  the 
'nited  States? 
Mr.  Rolph.  Yes. 

The  Chairman.  If  you  had  agreed  with  England  as  to  the  amount 
f  sugar  that  she  would  take  from  Cuba,  and  that  she  would  not  go 
bove  a  certain  price,  that  would  have  fixed  the  price  of  the  Cuban 
agar,  would  it  not? 
Mr.  RoLPH.  PracticaUy. 

The  Chairman.  That  is  all  I  desire  to  ask  you.    I  introduce  those 
lieets. 

Senator  Jones.  Yes ;  I  am  perfectly  willing  to  have  those  in. 
(The  sheets  referred  to  were  marked  by  the  reporter  "  Exhibit  No. 
7,  Rolph  No.  7  " ;  "  Exhibit  No.  88,  Rolph  No.  8  " ;  "  Exhibit  No.  89, 
lolph  No.  9  " ;  "  Exhibit  No.  90,  Rolph  No.  9  " ;  and  "  Exhibit  No.  91, 
tolph  No.  10.") 

Senator  Jones.  Just  picking  up  this  sheet  here  for  the  year  1916, 
notice  that  the  raw-sugar  market  fluctuated  in  January  from  $4.71 
lown  to  $4.48,  then  graaually  worked  its  way  up  in  May  of  that  year 
0  $4.46,  and  gradually  worked  its  way  down  in  the  latter  part  of 
August  of  that  year  and  the  first  of  September  to  $4.64,  then  went  up 
pm  the  last  of  October  to  $6.66,  then  down  again  to  $5.08,  with  all 
Sose  flucttiations.  I  will  ask  you  whether  or  not  such  violent  fluctua- 
lons  are  in  the  interest  of  the  consumers  of  sugar  ? 
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The  Chairman.  Then  does  not  that  bring  us,  Senator,  if  we  ty 
going  into  that,  to  the  question  whether  there  ought  not  to  be  a  ge- 
eral  price  control  for  everything  in  the  world  at  all  times? 

Senator  Jones.  If  it  does,  I  am  perfectly  willing  that  the  Senii<  : 
shall  go  into  that. 

The  Chairman.  I  hardly  think  that  that  would  throw  any  ligb' 
upon  the  question  of  the  present  sugar  shortage.    I  am  not  going  t 
ODJect  to  a  Senator  asldng  a  question.    I  am  calling  your  attentior: : 
the  fact  that  it  is  leading  us  very  far  afield  and  into  the  realm  ni 
socialistic  speculation. 

Senator  Jones.  I  am  not  so  persistent  in  stating  my  position  re- 
garding these  questions  for  the  purpose  of  getting  it  into  the  record. 
because  I  assume  that  when  the  facts  come  out  the  Senators  will  ha''-. 
to  consider  these  matters^  and  the  public  will  become  acquainted  with 
them  and  will  reach  their  own  conclusions.  Now,  I  will  ask  you  tu 
answer  the  question. 

Mr.  HoiiPH.  There  is  no  doubt  that  such  violent  fluctuations  in  » 
market,  and  to  such  a  marked  degree,  result  in  very  neat  speculatioE. 

Senator  Jones.  And  does  the  consumer — ^I  mean  the  good  wife  who 
purchases  from  her  ffrocer  a  quantity  of  sugar  for  home  consump- 
tion— as  your  general  business  experience  teaches  you,  eet  the  benem 
immediately  of  this  reduction  in  tne  price  of  raw  sugar! 

Mr.  BoLFH.  No;  she  does  not. 

Senator  Jones.  And  I  will  ask  you  also  whether  or  not  the  price  to 
the  good  housewife  under  those  circumstances  advances  with  the 
advancing  price  of  raw  sugar  much  more  quickly  than  the  reduction 
comes  to  the  housewife  t 

Mr.  RoLPH.  That  is  a  question  that  I  can  not  answer. 

Senator  Jones.  Or,  in  other  words,  if  the  retail  grocer  has  on  hanu 
a  quantity  of  sugar  at  a  high  price,  is  he  not  induced  to  dispose  of  the 
quantiW  on  hand  at  the  high  price? 

Mr.  Koif  H.  That  would  oe  the  natural  thing  for  him  to  do. 

The  Chairman.  How  about  if  he  had  some  at  a  low  price  ? 

Senator  Jones.  And  if  he  has  got  some  at  a  low  price,  and  the  price 
in  the  general  market  advances,  is  there  not  an  inducement  for  him  to 
immediately  raise  his  price  of  the  low  sugar! 

Mr.  RoupH.  That  is  human  nature. 

Senator  Jones.  Now,  then,  if  a  stable,  reasonable  pricse  can  be 
established,  will  not  that  be  better  for  the  consuming  public  than  siich 
violent  fluctuations  as  appear  upon  this  sheet  for  last  year? 

Mr.  Eoi^H.  There  is  no  doubt  about  it  in  my  mind. 

Senator  Jones.  And  also  in  your  mind,  imder  conditions  as  they 
existed  in  the  year  1917,  if  there  had  been  no  measures  taken  to  con- 
trol the  situation,  the  fluctuations  as  shown  on  the  sheets  for  the  year 
1917  would  have  been  very  much  more  violent  than  appear  upon  that 
sheet? 

Mr.  RoiiPH.  I  believe  that  the  saving  of  the  excess  profits  and  tk 
speculation  will  bring  about  the  result  that  I  stated. 

The  Chairman.  You  believe  in  stabilizing  prices  as  a  general  rule, 
then?     You  think  it  would  be  beneficial? 

Mr.  RoLPH.  I  think  as  a  rule  it  would. 

The  Chairman.  That  would  be  particularly  true  in  sugar  if  th« 
sugar  refiners  stabilized  the  price — ^fixed  the  price?  They,  no  doubt 
*could  agree  on  that? 
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Mr.  KoLPH.  I  have  no  doubt  that  you  will  see  a  margin  of  $1.30 
maintained.    Their  increasing  costs 

The  Chairman.  Do  you  know  anybody  that  is  guaranteeing  mar- 
gins to  the  farmer  on  his  crop,  or  margins  to  the  laboring  man  be- 
tween his  living  cost  and  his  wages,  or  margins  to  the  retailer,  or 
anybody  that  is  getting  margins  guaranteed  at  the  present  time  ex- 
cept some  of  these  gentlemen  who  have  come  down  here  to  Wash- 
ington and  helped  fix  their  own  margins? 

Mr.  RoLPH.  The  farmers  are  guaranteed  a  price  on  wheat. 

The  Chairman.  But  that  does  not  guarantee  them  a  margin. 

Mr.  RoLPH.  There  is  no  margin  guaranteed  on  this. 

The  Chairman.  Oh,  yes;  they  are  guaranteed 

Mr.  KoLPH.  A  maximum. 

The  Chairman.  The;^  are  given  an  absolute  one  price  upon  their 
raw  material  and  the  right  to  charge  above  that  a  certain  margin; 
are  they  not  ? 

Mr.  Kolph.  The  right  to  charge  above  that  a  certain  margin. 

The  Chairman.  That  is  a  guaranty  of  it,  is  it  not? 

Senator  Jones.  But  there  is  no  guaranty  on  the  expense  of  re- 
fining, is  there  ? 

Mr.  Rolph.  Not  at  all. 

Senator  Lodoe.  Did  any  of  these  fluctuations  you  have  been  going 
over  in  post  years  lead  to  a  sugar  famine? 

Mr.  Roi-ph.  Not  at  all. 

Senator  Vardaman.  Mr.  Chairman,  if  we  are  through  I  move  that 
we  ndjoum  until  to-morrow  at  half  past  10  o'clock. 

(Thereupon,  at  6.60  o'clock  p.  m.,  the  subcommittee  adjourned  ur  • 
til  to-morrow,  Saturday,  December  22, 1917,  at  10.30  o'clock  a.  m.) 
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SATUBDAY,  DEGEMBEB  22,  1917. 
SuBOOMMirrEE  OF  THE  CoMMrTTEE  ON  MANUFACTURES, 

United  States  Senate, 

Waahmgton^  D.  C. 

The  subcommittee  met  at  10.30  o^clock  a.  m.,  Senator  James  A. 
Beed  presiding. 

Present:  Senators  Beed  (chairman),  Vardaman,  Jones,  Lodge,  and 
Kenyon. 

TESTDEONT  OF  THOKAS  LEE  WOOLWINE,  DISTKICT  ATTOBNET 

OF  LOS  AKGELES  COXJHTT,  CAL.  ' 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  State  your  name,  place  of  residence,  and  your 
business  or  profession. 

Mr.  WooLWiNE.  Thomas  Lee  Woolwine;  district  attorney  of  Los 
Angeles  County,  Cal. ;  residence,  Los  Angeles  City. 

The  Chairman.  What  is  your  official  capacity  just  now? 

Mr.  Woolwine.  District  attorney  of  Los  Angeles  County;  and  I 
have  held  such  office  for  the  last  three  years. 

The  CHAiRBiAN.  Are  you  United  States  district  attorney,  or  are 
you  the  State  district  attorney? 

Mr.  Woolwine.  No  ;  it  is  a  State  office.  It  is  what  might  in  some 
jurisdictions  be  termed  the  attorney  general  for  the  county  of  Los 
Angeles. 

The  CHAiRjiAN.  You  have  lived  in  California-- 

Mr,  Woolwine.  Twenty-one  years. 

The  Chairman.  And  I  suppose  you  have  always,  since  you  have 
been  old  enough,  been  a  lawyer  by  profession? 

Mr.  Woolwine.  Almost  continuously  since  my  majority. 

The  Chairman.  Are  you  in  the  sugar-beet  district? 

Mr.  Woolwine.  Yes,  sir. 

The  Chairman.  What  is  your  business  here  in  Washington  at  this 
time?    How  did  you  come  to  be  here? 

Mr.  Woolwine.  May  I  just  relate  my  connection  with  this  matter 
in  narrative  form? 

The  Chairman.  Yes ;  very  briefly. 

Mr.  Woolwine.  I  will  do  it  as  briefly  as  possible.  The  district  at- 
torney of  Los  Angeles  County  took  up  witn  the  crand  jury  of  that 
county  various  investigations  with  regard  to  the  food  situation,^ 
among  other  things  a  prosecution  of  the  Bread  Trust,  which  resulted 
in  a  conviction  there.  They  passed  on  to  the  sucar-beet  industry,, 
complaints  having  been  made  by  growers  througnout  the  country 
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there  thnt  there  was  a  combination  on  between  the  various  refineries 
in  southern  California  to  unlawfully  control  the  price  of  beets  and 
to  force  them  to  take  such  price,  which,  as  they  claimed,  was  in  vio- 
lation of  the  antitrust  laws  of  the  State.  That  investigation  con- 
sumed some  two  or  three  weeks,  and  after  having  taken  testimonT 
for  that  time  the  grand  jury  of  the  county  passed  a  resolution 

Senator  Lodge.  vVho  conducted  the  investigation? 

Mr.  WooLwiNE.  I  conducted  the  investigation,  some  of  the  times 
personally  and  other  times  through  assistants  of  mine.  That  resulted 
m  the  following  resolution,  which  I  think  at  this  time  would  be 
illuminating  and  would  help  you  to  understand  the  situation.  It  is 
very  brief.    Then  I  will  pass  on  to  other  matters.    It  reads : 

ExHiBrr  No.  92. 

BKSOLUnON  OF  THE  GRAND  JURY  OF  LOS  ANGELES  COUNTY  IN  THE  MATTER  OF  THI 
INVESTIGATION   OF   THE   BEET-SUGAR   INDUSTRY    IN    SOUTHERN    CALIFORNIA. 

It  hnvlnti;  been  caUecl  to  the  attention  of  the  Rrand  Jury  of  Los  Angeles  Coonty 
thnt  the  beet-supnr  refineries  of  southern  Cnllfornia,  In  violation  of  the  Cart- 
wright  nnti  trust  law  of  this  State,  has  unlawfully  combined  to  establish  »nd 
settle  the  price  of  sugnr  beets,  the  grand  jury,  under  the  direction  of  District 
Attorney  Tliomas  Lee  Wool  wine,  is  conducting  a  thorough  and  lengthy  investi- 
gation— 

That  investigation  has  not  yet  been  concluded —    . 

This  Investlgntlon  already  reveals  an  extremely  serious  condition  with  respect 
to  the  supir-bcot  Industry,  which.  In  the  opinion  of  the  grand  Jury,  demands 
Immediate  attention  and  consideration. 

The  evidence  adduced  conclusively  indicates  that  the  sugar-beet  production 
In  this  district  la  seriously  threatened,  due  to  the  fact  that  the  sugar-bttBt  farnjers 
refuse  to  plant  beets  under  the  terms  of  the  uniform  printed  contract  oifered  by 
tlie  refine rk»s. 

The  Inqniry  further  shows  that  the  supar  output  for  this  district  will  be  seri- 
ously curtailed,  unless  something  is  done  immediately  to  remedy  the  situation. 

The  grand  jury  approves  the  action  of  District  Attorney  I..ee  Woohvlne  In 
notifying  the  national  administration  of  these  conditions,  and  indorses  the  tele- 
gram sent  by  him  to  Mr.  Hoover  under  date  of  November  30.  1917,  the  facts 
therein  disclosed  being  abundantly  supported  by  testimony  under  oath  on  behalf 
of  both  the  refineries  and  the  beet  growers. 

The  grand  jury  Is  Impressed  with  the  gravity,  seriousness,  and  Injustice  of 
the  situation,  and  unnn!mously  and  emphatically  urges  Mr.  Woohvlne  to  con- 
tinue his  efforts  to  obtain  a  f\ill  and  complete  hearing  l>efore  the  proper  Fe<lend 
authorities,  and  authorizes  him  to  use,  In  his  discretion,  the  transcript  of  the 
sworn  testimony  talten  before  this  body. 

W.  R.  ROWLAWD, 

Foreman  of  the  Grand  Jury. 
Merritt  W.  Ludden, 
Secretary  of  the  Orand  Jury. 
December  4, 1017. 

Thnt  is  siirned  by  the  secretary  and  by  the  president.  Would  you 
like.  Mr.  Chairman,  to  file  that  as  an  exhibit  in  your  matter? 

The  Chairman.  Yes,  sir.  Mr.  Woolwine,  you  have  conducted  these 
investipntions,  and,  from  the  abundant  papers  you  have  before  you. 
I  take  it  tlint  the  testimony  was  somewhat  lengtliy  ? 

Mr.  Woolwine.  I  think,  if  you  will  pardon  me,  I  could  summarize 
it,  and  acquaint  you  with  what  has  been  done  in  5  or  10  minutes. 

The  Chairman.  That  is  what  I  am  going  to  ask  you  to  do,  to  give 
us  an  epitome  of  what  this  testimony  you  have  taken  shows.    And 
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perhaps  you  might  tell  us,  to  begin  with,  what  particular  companies 
or  sugar-beet  factories  there  are  that  came  within  the  scope  of  your 
investigation.  In  other  words,  make  us  a  plain,  clear  statement,  as 
you  would  to  a  court.  That  is  as  near  a  suggestion  as  I  can  make 
to  you. 

ilr.  WooLwrNE.  The  sugar-beet  growers  representing  quite  a  vast 
acreage  were  called  before  the  grand  jury,  the  scope  of  the  territory 
covered  and  represented  being  from  Lompoc,  Cal.,  which  is  far  north 
of  Santa  Barbara,  to  the  southern  limits  of  the  beet-growing  section — 
you  might  say  the  entire  southern  portion  of  California. 

The  Chairman.  How  many  miles  would  that  be? 

Mr.  WooLwiNE.  I  could  not  tell  you  that ;  but  I  will  say  half  of  the 
State  of  California,  the  southern  half. 

The  Chairman.  That  is  near  enough. 

Mr.  WooLwiNE.  And  communications  were  received  by  me  making 
the  same  complaints  from  growers  in  northern  California.  About  45 
witnesses  were  called  before  the  grand  jury — that  is,  including  grow- 
ers and  refiners.  The  testimony  of  the  growers  was  almost  univer- 
sally to  this  effect — I  do  not  think  there  were  more  than  one  or  two 
exceptions:  They  testified  that  for  years  they  had  been  growing  beets 
at  a  loss;  that  where  any  money  was  made  at  all  it  was  inconsider- 
able; that  they  could  not  afford  to  continue  and  jgrow  beets  under 
the  contracts— the  uniform  printed  contracts — offered  by  the  re- 
finers generally,  and  all  the  contracts  of  the  refineries  are  practically 
the  same  thing — offer  the  same  rates. 

Senator  Jones.  Mr.  Woolwine,  you  are  using  the  word  "  refiners." 
You  mean  the  manufacturers  of  beet  sugar,  do  you  not? 

Mr.  Woolwine.  That  is  what  I  mean. 

Senator  Jones.  In  the  hearings  heretofore  we  have  used  the  term 
"  refiners  "  as  applied  to  the  cane-sugar  enterprises  and  "  factories  " 
as  applied  to  those  who  get  the  sugar  from  the  beet. 

Mr.  Woolwine.  I  unaerstand  that  they  might  more  properly  be 
referred  to  as  "  factories." 

The  terms  offered  by  the  factories  in  California  and  by  this  alleged 
combination  were  $7  per  ton  on  a  15  per  cent  basis. 

The  Chairman.  For  what  year? 

Mr.  Woolwine.  For  the  coming  year. 

The  Chairman.  That  is,  $7  for  beets  of  what  character? 

Mr.  Woolwine.  Fifteen  per  cent  basis,  and  with  a  rising  or  falling 
scale.  I  do  not  know  whether  it  maintained  the  same  ratio  or  not. 
But,  anyway,  it  was  the  basis  of  $7  for  15  per  cent  beets.  I  think  it 
is  safe  to  say  that  only  two  of  the  witnesses  called — this  is  the  best 
of  my  recollection  in  the  matter — ^testified  that  they  could  make  some 
money  at  that,  and  intended  to  plant.  All  of  the  others — as  I  say, 
according  to  my  best  recollection  now,  and  there  were  45  called,  as 
I  remember  it — testified  that  they  could  not  raise  beets  at  that  figure 
at  all,  and  that  they  would  not  do  so. 

The  Chairman.  The  coming  year? 

Mr.  Woolwine.  The  coming  year.  Of  course,  this  is  a  matter  to 
some  extent  of  opinion  and  conclusion  of  mine^  but  I  think  it  is  amply 
sustained  by  the  testimony  and  by  the  resolution  that  the  grand  jury 
passed.  To  my  mind  there  will  be  a  shortage  of  60  per  cent,  perhaps, 
and  even  more. 

The  Chairman.  Of  acreage? 
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Mr.  WooLwiNE.  Of  acreage  next  year  as  compared  with  what  it 
was  in  1917. 

The  Chairman.  Was  the  acreage  in  1917  abnormally  large  or  an 
average  ? 

Mr.  WooLwiNE.  I  could  not  answer  that.  But  there  will  be  wit- 
nesses who  come  after  me  who  can.  You  see,  I  am  simply  the  attor- 
ney in  this  matter,  under  the  circumstances  that  I  have  told  you,  and 
do  not  represent  anybody  here  except  the  county  of  Los  Angles. 
As  the  inv^tigation  progressed  the  grand  jury  became  convinced 
that  something  should  be  done  by  way  of  laying  this  matter  before 
the  Federal  authorities.  I  did  so  in  a  telegram  which  is  referred  to 
in  the  resolution.  I  telegraphed  Mr.  Hoover,  and  he  made  an  esngt^g^ 
ment  for  me  to  come  to  Washington  in  company  with  other  persons 
who  had  information  in  relation  to  this  matter. 

Senator  Lodge.  When  was  that? 

Mr.  WooLwiNE.  The  date  is  expressed  in  the  resolution  there.  I 
can  not  recall  it.  I  have  the  telegram  here.  But  Mr.  Spreckels,  as  I 
understand,  read  it  into  the  record  some  days  ago. 

The  Chairman.  I  do  not  know  that  he  did.  Let  us  have  the 
telegram. 

Senator  Lodge.  These  resolutions  of  the  grand  jury  are  dated  De- 
cember 4.  They  were  sent  by  you  to  Mr.  Hoover  under  date  of 
November  30. 

Mr.  WooLWiNE.  I  have  it  all  here.  I  have  a  good  deal  of  corre- 
spondence in  this  matter.    Shall  I  take  the  time  now  to  find  it  ? 

The  Chairman.  You  need  not  do  it. 

Senator  Lodge.  You  can  put  the  telegram  in  later. 

Mr.  WooLwiNE.  I  then  received,  as  I  say,  a  telegram  in  reply 
from  Mr.  Hoover  to  come  to  Washington,  in  company  with  certain 
persons  representing  all  the  growers  there,  and  I  got  tnese  people  to- 
gether, got  ready  to  come,  and  got  a  wire  then  to  take  the  matter  up 
with  Mr.  Merritt,  who  represented  the  Food  Administration  in  Cali- 
fornia. Mr.  Merritt  had  previously  gotten  in  touch  with  me  on  a 
trip  that  I  made  to  San  Francisco,  and  we  had  talked  the  situation 
over  to  some  extent  at  that  time.  Mr.  Merritt  came  to  Los  Angeles, 
and  a  mass  meeting  was  called  there  that  was  attended  by  some  ^ 
beet  growers.    That  was  the  approximate  number. 

The  Chairman.  When  was  that? 

Mr.  WooLwiNE.  That  mass  meeting  occurred  shortly  after  Mr. 
Hoover's  telegram.  I  could  not  tell  you  the  exact  date  right  now  of 
that  mass  meeting.    The  proceedings  were  taken  in  shorthand. 

The  Chairman.  The  telegram  referring  you  to  Mr.  Merritt  you 
mean? 

Mr.  WooLwiNE.  Yes,  sir.  I  am  informed  that  the  meeting  was  tvo 
weeks  ago  yesterday. 

The  Chairman.  Let  us  get  a  date.  Two  weeks  ago  yesterday 
would  have  been  the  7th. 

Mr.  WooLWiNE.  At  that  mass  meeting  the  refiners  were  repre- 
sented by  Mr.  Oxnard — ^if  I  mistake  not  His  name  is  Henry  Oxnard, 
is  it  not? 

Senator  Lodge.  Yes. 

Mr.  WooLwiNE.  Henry  T.  Oxnard ;  Mr.  Henry  C.  Lee,  of  the  Los 
Alamitos  Sugar  Refinery ;  Mr.  Peck,  of  the  Anaheim  Sugar  Factory. 
I  say  "  refinery."    I  mean  factory  all  the  time. 
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The  Chairman.  All  that  Senator  Jones  wanted  to  call  to  your 
attention  was  the  fact  that  heretofore  in  the  hearings  the  manufac- 
tories of  beet  sugar  were  referred  to  as  factories. 

Mr.  WooLwiNE.  A  gentleman  by  the  name  of  Johnson,  connected 
with  the  Holley  Suear  Co.;  J.  Koss  Clark,  of  the  Los  Alamitos 
Sugar  Co. ;  J.  Ross  Clark,  I  think,  being  the  president  of  the  com- 
pany. Those  men  represented  the  sugar  refineries,  and  the  effort 
that  Mr.  Merritt  made,  and  that  I,  as  district  attorney  of  the  county 
of  Los  Angeles,  made,  was  if  possil3le  to  harmonize  the  conflicting 
interests  there,  and  see  if  we  could  not  arrive  at  a  settlement  of  the 
matter.  At  that  meeting  Mr.  Oxnard,  on  behalf  of  the  refineries,  pre- 
sented a  proposition,  wnich  was  in  general  terms  about  as  follows: 
You  see,  the  rate  had  been  $7  for  15  per  cent  beets.  Mr.  Oxnard  pre- 
sented, on  behalf  of  the  refineries,  a  proposition  that  that  figure  be 
raised  to  $7.50  for  15  per  cent  beets,  in  the  event  that  the  acreage 
planted  during  the  coming  season  should  reach  80  per  cent  of  the 
acreage  planted  the  last  season,  and  that  if  it  reached  90  per  cent,  that 
the  factories  would  give 

The  Chairman  (mterrupting) .  May  I  ask  you  to  desist  just  a 
minute  ?  There  is  a  telegram  I  nave  to  attend  to,  and  I  want  to  hear 
your  testimony. 

Mr.  WooLwiNE.  Yes,  sir. 

Senator  Jones.  While  Senator  Beed  is  waiting  on  that,  I  would 
like  to  have  you  explain  what  this  basis  of  15  per  cent  means.  Sup- 
pose the  beets  actually  contain  16  per  cent  of  sugar.  What  would  the 
price  be  if  the  basic  price  were  $7 1 

Mr,  WooLwiNB.  It  would  be  more.  I  can  not  tell  you.  There 
were  several  propositions  made,  but  the  rate  would  be  more,  but  prob- 
ably not  in  the  same  ratio.  However,  witnesses  who  will  come  after 
me  will  explain  that  to  you.  I  do  not  pretend  to  be  an  expert  in  any 
sense  in  relation  to  any  of  these  matters.  I  only  know  what  I  found 
out  from  my  investigations  as  a  lawyer  there. 

Senator  Lodge.  There  was  a  rise,  I  suppose,  for  each  per  cent  of 
su^ar  content? 

Mr.  WooLwiNB.  Yes,  sir. 

Senator  Lodge.  And  a  corresponding  reduction 

Mr.  WooLwiNE.  Of  course,  in  case  it  failed  to  come  up  to  the  15 
per  cent  figure. 

Senator  Lodge.  That  was  the  base  price? 

Mr.  WooLwiNE.  That  was  the  base  price. 

Senator  Lodge.  And  Mr.  Oxnard  proposed  to  raise  the  base  price 
to  $7.60? 

Mr.  WooLwiNE.  Yes,  sir.    Not  in  that  meeting. 

Senator  Lodge.  No. 

The  Chairman.  Now,  yon  may  resume. 

Mr.  WooLwiNE.  When  we  discontinued  I  was  just  saying  that  at 
this  mass  meeting  this  was  the  proposition  made  by  tne  refineries, 
that  they  would  give  $7.50  instead  of  $7,  on  the  15  per  cent  basis — 
and  when  I  speak  of  these  figures,  I  mean  the  15  per  cent  basis — ^they 
would  give  $7.50  in  case  the  acreage  planted  during  the  coming  season 
would  amount  to  80  per  cent  of  the  acreage  planted  during  the  last 
season,  and  in  case  it  reached  90  per  cent,  that  they  would  make  it  $8. 
The  growers  there,  with  practical  unanimity  of  opinion,  refused  to 
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entertain  that  proposition.  They  said  it  was  too  indefinite — as  was 
expressed  by  one  of  them.  I  do  not  know  but  what  I  made  some 
such  expression  myself  in  open  meeting  there — that  it  had  a  string  to 
it;  and  after  some  little  consultation 

The  Chaibman  (interrupting).  That  would  make  one  man's  for- 
tune depend  on  what  other  men  might  do  over  whom  he  had  no  con- 
trol? 

Mr.  WooLwiNE.  Yes ;  it  would. 

Senator  Vardaman.  What  reason  did  he  assign  for  making  that 
proposition?  Why  should  he  pay  more  for  beets  if  they  rai^  80 
per  cent  of  last  year's  yield? 

Mr.  WooLwiNE.  He  said  the  more  sugar  they  could  turn  out  the 
more  money  they  would  make,  and  they  wanted  a  sufficient  acreage  to 
pay  them  for  running  their  factori4 

The  Chairman.  It  occurs  to  me  that  Mr.  Rolph  on  yesterday  stated 
that  the  basic  price  in  California  last  year  was  $5,  and  that  it  had 
been  raised  to  $7.50. 

Mr.  WooLWiNE.  I  am  getting  to  that,  if  you  will  pardon  me.  That 
is,  I  mean  the  $7.50  figure. 

The  Chairman.  "Xou  have  stated  that  the  basic  price  last  year 
was  $7. 

Mr.  WooLwiNE.  No.  I  am  referring  all  the  time  to  the  ccmtracts 
that  they  are  putting  out  in  the  field,  and  attempting  to  get  signed, 
on  the  $7  basis  for  next  year.  I  have  not  mentioned  last  year  or  the 
last  season. 

Senator  Lodge.  What  was  the  base  price  last  season? 

Mr.  WooLwiNE.  Four  dollars  and  firty  cents ;  and,  as  I  understand 
it,  they  afterwards  gave  a  bonus  of  $2,  making  the  price 

Senator  Lodge.  Six  dollars  and  a  half. 

Mr.  WooLwiNB.  Six  dollars  and  a  half.  After  that  proposition 
was  refused — ^that  is,  the  80  and  90  per  cent  proposition  that  I 

I'ust  indicated  to  vou — ^I  talked  with  Oxnard,  and  tried  to  makd 
lim  state  some  dennite  figure  that  was  not  subject  to  any  such  con- 
dition as  that  indicated  before.  They  finally  agreed  that  they  would 
make,  then,  a  flat  rate  of  $7.50  for  the  15  per  cent  beets,  that  they 
would  raise  that  to  $8  in  case  there  was  80  per  cent  of  the  acrea^ 
planted  during  the  coming  season.  The  growers,  to  make  a  long 
story  short,  would  not  accept  that.    It  was  quite  a  stormy  meeting. 

The  Chairman.  Did  all  these  manufacturers  who  were  there  join 
in  making  the  same  proposition? 

Mr.  WooLwiNE.  Mr.  Oxnard  stated  in  their  presence  that  he  rep- 
resented the  entire  sugar  interests  of  southern  California. 

Senator  Vardaman.  Manufacturing  interests? 

Mr.  WooLwiNE.  Manufacturing  interests — in  making  that  offer. 
That  meeting  resulted  in  nothing.  We  then  made  an  arrangement 
with  the  representatives  of  the  sugar  factories  to  meet  in  mv  oflSce— 
that  is,  the  office  of  the  district  attorney  of  Los  Angeles  County— 
on  the  next  Saturday  afternoon,  which  would  be  the  8th  day  of  De- 
cember, 1917,  at  which  meeting  it  was  arranged  to  have  some  of  the 
leading  growers  there.  I  think  the  same  persons  who  represented 
the  factories  at  the  mass  meeting  the  previous  day  were  in  my  office 
on  the  Saturday  afternoon  following  the  Friday  upon  which  the 
meeting  was  held;  also  some  of  the  leading  beet  growers,  whose 
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names  I  could  give  you.    Do  you  care  to  have  them  ?     Some  of  them 
are  here.    At  any  rate,  the  growers  were  represented  there. 

The  Chairman.  I  think  it  is  sufficient  to  say  the  leading  beet 
growers. 

Mr.  WooiiWiNE.  Practically  the  same  proposition  was  renewed, 
with  some  difference  as  to  the  amount  that  would  be  paid  in  case  the 
percentage  of  sugar  content  advanced  beyond  15  per  cent.  But  the 
details  or  that  will  be  explained  by  witnesses  who  loiow  these  matter 
better  than  I.  I  have,  though,  that  proposition  that  they  submitted. 
The  paper  was  actually  handed  to  me,  if  you  want  it. 

The  Chairman.  Yes,  sir. 

Mr.  WooLWiNE.  There  was  quite  a  discussion ;  two  or  three  hours 
I  acted  as  chairman  there,  and  everybody  had  something  to  say  about 
the  matter.  But  that  conference  finally  resulted  in  notning;  that  is, 
they  came  to  no  conclusion. 

The  Chairman.  You  say  they  presented  you  a  paper  there? 

Mr.  WooLwiNB.  Yes,  sir.  I  have  it  here.  While  I  am  looking  for 
that,  it  is  somewhat  out  of  order,  but  would  you  like  to  have  the  cor- 
respondence with  Mr.  Hoover? 

The  Chairman.  I  would  like  to  get  this  proposition,  because  it  is 
in  connection  with  your  testimony,  and  when  we  lose  a  thing  in  these 
voluminous  records  it  is  hard  to  find  it. 

Mr.  WooLwiNE.  This  is  the  proposition,  which,  for  the  purposes  of 
the  record,  should  be  marked  as  an  exhibit. 

(The  paper  was  marked  "Exhibit  No.  93,  Woolwine  1.") 

The  Chairman.  Before  I  take  this  up,  were  all  of  the  sugar  re- 
fining or  manufacturing  companies  represented  at  this  mass  meet- 
ing— all  those  of  California  ? 

Mr.  WooiiWiNE.  All  of  those  of  southern  California.  When  I  say 
southern  California  I  speak  of  that  portion  south  of  the  Tehachapi ; 
in  other  words,  south  of  that  mountain  range  that  runs  through  the 
State. 

The  Chairman.  That  is  practically  half  the  State? 

Mr.  Woolwine.  Yes;  ana  practically  half  the  acreage. 

The  Chairman.  And  at  this  meeting  these  factories  united  in 
offering  the  same  terms  through  one  individual,  who  spoke  for  all 
of  them. 

Mr.  Woolwine.  At  the  mass  meeting? 

The  Chairman.  Yes. 

Mr.  Woolwine.  Well,  there  was  some  difference,  but  so  far  as  the 
base  price  is  concerned  it  is  the  same. 

The  Chairman.  I  am  talking  about  the  base  price,  and  the  propo- 
sition was  made  at  the  mass  meeting  for  these  manufacturers  by 
what  manufacturer? 

Mr.  Woolwine.  Mr.  Henry  Oxnard. 

The  Chairman.  Do  you  know  the  company  with  which  he  is 
connected  ? 

Mr.  Woolwine.  It  is  the  Oxnard  Sugar  Co.,  located  at  Oxnard, 
Cal. 

The  Chairman.  When  you  had  that  meeting  on  the  next  day  at 
your  office  between  the  manufacturers  and  the  beet  producers  were 
the  same  manufacturers  there,  or  represented,  who  had  been  at  the 
mafls  meeting? 
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Mr.  WooLWiNE.  Yes;  I  so  stated,  I  think. 

Senator  Lodge.  You  are  sure  that  this  was  Mr.  Henry  Oznard  and 
not  Mr.  Robert  Oxnard? 

Mr.  WooLWiiNE.  It  was  Mr.  Henry  T.  Oxnard,  I  think. 

Senator  Lodge.  I  know  Mr.  Henry  Oxnard,  and  I  suppose  Robert 
is  his  brother. 

Mr.  WooLWiNE.  I  am  satisfied  that  it  was  Henry  Oxnard. 

The  Chairman.  At'  the  meeting  in  your  office  you  say  that  the 
same  manufacturers  were  present? 

Mr.  WooLwiNE.  Yes. 

The  Chairman.  Did  they  speak  there  through  one  man  or  did  they 
all  join  in  the  conversation? 

Mr.  WooLwiNE.  Each  one  had  something  to  say^  but  Mr.  Oamard 
was  the  man  who  represented  them,  according  to  his  statement  made 
in  the  presence  of  these  manufacturers,  and  who  was  authorized  to 
speak  for  the  entire  manufacturing  industry  for  the  southern  portion 
of  California. 

The  Chairman.  As  a  result  of  that  conference  there  was  presented 
as  a  proposition  common  to  all  of  these  manufacturers  this  paper, 
Exhibit  Jl"o.  93,  Woolwine  1,  which  you  have  handed  to  me? 

Mr.  Woolwine.  Yes. 

The  Chairman.  I  shall  now  read  Exhibit  No.  93.    It  is  as  follows: 

Exhibit  No.  83. 

In  response  to  the  appeal  of  the  Government,  through  the  United  Stflte$ 
Food  Administration,  to  maintain  or  Increase  the  production  of  sugar,  tbe 
factory  guarantees  that  the  minimum  price  to  be  paid  for  beets  delivered  is 
1918  under  this  contract  shall  be  as  though  the  net  price  received  for  SQgsr. 
as  referred  to  In  the  attached  contract,  were  7^  cents  per  pound,  which  mean^ 
not  less  than  $7.50  per  ton  for  beets  testing  15  per  cent  sugar,  with  50  cent* 
added  or  deducted  for  each  1  per  cent  above  or  below  15  per  cent 

The  factory  further  agrees  that  if  the  total  acreage  planted  to  sugar  beets 
in  the  Southern  California  district  as  a  whole  for  the  1918  crop  equals  or  ex- 
ceeds 80  per  cent  of  the  acreage  planted  for  the  1917  crop,  a  flat  bonus  of  50 
cents  per  ton  of  beets  delivered  will  be  paid.  The  determination  of  the  rela- 
tive acreage  planted  in  1917  and  1918  to  be  made  by  the  United  States  Food 
Administration. 

The  factory  agrees  to  reimburse  the  United  States  Food  Administration  for 
the  expense  of  such  representatives  as  It  may  appoint  to  check  the  weighing. 
taring,  and  testing  of  beets  grown  and  delivered  under  the  attached  contract 

Mr.  Woolwine,  have  yon  the  telep^ams  that  had  passed  between 
you  and  the  Food  Administration  prior  to  this  time! 

Mr.  Woolwine.  Yes,  I  have.  The  first  one  was  dated  November  30, 
1917,  and  was  sent  to  the  President,  a  duplicate  of  it  being  sent  to 
Mr.  Hoover. 

(The  witness  produced  the  telegram,  which  was  marked  "  Exhibit 
No.  94,  Woolwine  2.") 

The  Chairman.  By  the  way,  when  do  you  plant  beets  for  the  next 
year's  crop  1 

Mr.  Woolwine,  I  am  informed  that  a  large  acreage  should  begin 
planting  by  December  20 ;  but  that  situation  will  be  more  fully  ex- 
plained to  you,  and  very  briefly,  by  witnesses  who  are  to  follow. 

The  Chairman.  I  now  read  Exhibit  94,  Woolwine  2 : 
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Exhibit  No.  94. 

NOVBMBEB  SO,  1917. 
The  Pbxsidbnt, 

Washington,  D.  C: 

Sugar-beet  situation  In  Southern  California  extremely  serious.  Farmers  re- 
fuse to  plant  beets  under  terms  offered  by  refineries.  Sugar  production  in  this 
district  threatened.  Refineries  firms  in  refusal  to  pay  more.  No  relief  in  sight. 
Investigation  by  grand  jury  of  Los  Angeles  County,  under  State  antitrust 
laws,  discloses,  by  great  volume  of  evidence,  beyond  doubt,  that  price  to  beet 
growers  for  beets  as  fixed  in  printed  contracts  of  refineries  not  sufiiclent  gen- 
erally to  pay  cost  of  growing  beets.  The  price  for  sugar  approved  by  the 
Government  guarantees  excessive  and  unreasonable  profits  to  the  refineries. 
On  this  accoimt  farmers  refuse  to  plant  vast  acreage.  Under  less  favorable 
conditions,  when  sugar  sold  at  lower  prices,  one  refinery,  representing  invest- 
ment of  one  and  a  quarter  million  dollars  made  net  profit  last  year  of  between 
$900,000  and  $1,000,000.  Another  refinery,  representing  investment  of  half  mil- 
lion dollars,  made  net  profit  last  year  of  about  $900,000.  Exiierts  assert  profit 
will  be  proportionately  greater  to  refineries  coming  season  under  present  prices, 
although  production  seriously  curtailed  by  refusal  of  farmers  to  plant.  Com- 
bination of  refineries  to  control  price  of  beets  grossly  unjust  to  farmers.  No 
remedy  except  by  action  of  Federal  Government.  Situation  critical,  as  beets 
must  be  planted  at  early  day.  Grand  jury  testimony  fully  sustains  foregoing. 
Am  willing  to  produce  transcript  of  grand  jury  testimony  and  appear  personally 
in  Washington  before  proper  authorities.  Respectfully  suggest  matter  be  acted 
upon  immediately  to  remedy  grave  situation.  Duplicate  wire  sent  to  Hoover, 
Food  Administrator. 

Thomas  Lee  Woolwine, 
District  Attorney,  Los  Angeles  County. 

Did  you  receive  a  reply  to  that? 

Mr.  WooLwiNE.  I  did.  I  received  the  following  telegram  under 
date  of  December  1. 

(The  witness  produced  a  telegram,  which  was  marked  "Exhibit  No. 
95,  Woolwine  3.") 

Mr.  Woolwine.  May  I  interpolate  something  there,  or  would  you 
rather  wait? 

The  Chairman.  I  think  I  would  rather  put  this  correspondence  in, 
unless  something  transpired  between  the  date  of  your  telegram  and 
the  date  of  the  reply,  which  would  come  in  sequence. 

Mr.  Woolwine.  1  think  it  better  wait. 

Senator  Lodge.  Let  us  get  the  correspondence  in. 

The  Chairman.  I  now  read  the  telegram  "  Exhibit  No.  95,  Wool- 
wine 3": 

Exhibit  No.  95. 

Washington,  D.  C,  December  i,  1917, 
Thos.  Lke  Woolwine, 

District  Attorney  Los  Angeles  County ,  Los  Angeles,  Cat.: 

Your  wire  30th ;  suggest  you  come  to  Washington,  together  with  Andrew  Cook, 
F.  D.  Plavln,  Frank  Merkle,  E.  Thomas,  I.  Rawa,  V.  E.  Wire.  Also  that  you 
Invite  two  representatives  of  beet  sugar  companies  who  are  famiUar  with  other 
side  of  question,  in  order  that  further  discussion  of  the  situation  may  be  had. 
Suggest  your  being  in  Washington  December  8,  when  our  Mr.  Rolph  will  be  in 
Washington. 

Hebbebt  Hoover. 

Haveyou  any  further  telegraphic  or  letter  communication  ? 

Mr.  Woolwine,  The  next  communication  that  has  reference  to  this 
particular  matter  is  from  Mr.  Hoover  and  is  dated  December  3. 

(The  witness  produced  a  telegram,  which  was  marked  "  Exhibit  No. 
96,  Woolwine  4.") 
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The  Chairman.  Did  anything  transpire  between  this  telegram  of 
December  1  and  the  one  of  December  3  that  you  now  produce!  I 
simply  want  to  keep  your  matters  in  chronological  order. 

Mr.  WooLWiNE.  Nothing  that  would  be  material  at  this  time. 

The  Chairman.  I  now  read  "Exhibit  No.  96,  Wool  wine  4": 

Exhibit  No.  96. 

Washington,  D.  C,  December  S,  1917 — ff JO  p.  m. 
Thos.  Woolwine, 

District  Attorney,  Dos  Angeles^  Col,:  '         • 

Just  learned  Merritt»  State  food  commissioner,  has  caUed  meeting  on  sugar 
situation  to-morrow,  whicli  will  be  attended  by  parties  you  have  invltetl  to  come 
to  Washington,  preventing  them  being  here  on  8th.  We  therefore  desire  to  post- 
pone meeting  until  further  notice. 

EteBBEST  HOOVEK. 

What  is  your  next  communication  ? 

Mr.  Wool  WINE.  Almost  immediately  upon  receipt  of  the  telegram 
that  you  have  just  read  I  wired  Mr.  Hoover.  The  date  of  that  wire 
is  not  upon  the  copy  of  it  which  I  hold  in  my  hand,  but  it  must  hsLTe 
been  eitner  the  same  day  or  the  day  after  the  receipt  of  the  telegram 
that  you  have  just  read — Exhibit  No.  96. 

(The  witness  produced  a  paper  which  was  marked  "  Exhibit  Sol 
97,  Woolwine  5.'^ 

The  Chairman.  I  now  read  Exhibit  No.  97,  Woolwine  5 : 

Exhibit  No.  97. 

Los  Anqeles,  Gii. 
Herbert  I^ooveb, 

Food  Administrator,  Washington,  D.  C: 

Telegram  December  3  received  late  to-day.  Yon  have  been  misinformed. 
Merritt  has  not  notified  me  nor  any  of  the  men  mentioned  in  your  former  telfr 
gram  to  participate  in  San  Francisco  conference  to-morrow.  Tliis  may  appear 
amazing  to  you  but  is  in  harmony  with  beet-growers*  experience  of  Merrltt's 
attitude.  Many  interested  men,  including  some  of  those  parties  mentioned  by 
you  in  your  telegram,  have  purchased  ticlcets  and  made  all  arrangements  to  p> 
to  Washington  to  attend  conference  suggested  by  you  for  December  8,  but  In 
deference  to  your  wishes  departure  delayed.  Respectfully  urge  you  appoint 
Immediate  date  when  this  urgent  and  important  matter  mny  be  presented  to 
you  personally.  Your  reputation  for  fair  play  will,  in  my  opinion,  be  most  Iid- 
iwrtant  factor  in  reaching  settlement  and  correcting  grave  injustice  and  en- 
cournge  growers  to  plant  large  acreage  that  will  otherwise  be  abandoned. 
The  beet  gi'owers  can  not  be  expected  to  and  will  not  cultivate  beets  at  a  los 
while  the  sugar  refineries  reap  enormous,  exorbitant,  and  unreasonable  profits. 
It  is  deplorable  that  the  sugar  refiners  at  a  time  such  as  this  may  be  permitted 
to  exact  fabulous  profits  from  the  consumers  on  the  one  hand  and  from  the 
beet  growers  on  the  other.  We  believe  tliat  these  facts  can  readily  be  estab- 
lished, and  all  we  ask  for  is  a  hearing.  Settlement  can  likely  be  made  iQ 
direct  conference  with  you  that  can  not  possibly  be  effected  by  your  subordi- 
nates. Situation  calls  for  decisive  and  quick  action,  otherwise  'growers  wUi 
refuse  to  plant.  Merritt  is  aware  from  my  own  statement  to  him  of  voluminous 
testimony  before  grand  Jury  taken  under  State  antitrust  laws  where  both  re- 
finers and  growers  testified,  all  of  which  he  ignores.  All  previous  efforts  of 
beet  growers  to  secure  action  by  Merritt  have  been  without  result.  The  prawl 
Jury  unanimously  concurs  in  my  action  and  urge  a  hearing  be  secured  beliore 
you,  if  possible,  and  that  all  testimony  and  proceedings  before  that  body  t* 
presented  to  you.    Request  that  you  appoint  immediate  date  for  conference. 

Thomas  Lee  Woolw^ine, 
District  Attorney  for  TjOS  Angelas  Vounty^ 

Who  is  Mr.  Merritt  ? 
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Mr.  WooLWiNB.  Mr.  Merritt  is  the  food  administrator  appointed 
by  Mr.  Hoover,  and  is  now  serving  in  that  capacity  in  California — 
Ealph  P.  Merritt. 

The  Chairman.  What  is  the  next  thinp:  that  transpired  in  order? 

Mr.  WooLwiNE.  I  did  not  hear  from  Mr.  Hoover,  but  I  received  a 
wire  from  Mr.  Merritt,  dated  San  Francisco,  December  4, 1917,  which 
I  have  here. 

(The  witness  produced  a  telegram  which  was  marked  "Exhibit 
No.  98,  Woolwine  C") 

The  Chairman.  I  now  read  Ej^hibit  No.  98,  Woolwine  G : 

Exhibit  No.  98. 

San  Francisco,  Cal.,  December  4, 1917. 
Lee  Woolwine, 

Diatrici  Attorney,  Los  Angeles^  Cal.: 

Hoover  wires  he  has  asked  you  to  postpone  conference  in  Washington  pending 
onr  report  to  him  of  conference  held  here  to-day  witli  refiners,  whlcli  was  called 
one  week  ago.  We  hnve  taken  over  all  necessary  hooks  and  have  made  good 
progress.  Will  have  final  conclusion  not  later  than  Thursday  afternoon.  Pres- 
ent national  crisis  makes  imperative  this  year's  planting  of  sugar  beets  be  in- 
creased, and  we  ask  your  cooperation  In  urging  growers  to  Immediately  pro- 
ceed to  increase  California's  contribution  to  national  food  supply.  Am  notify- 
ing Hoover  you  can  be  of  immense  help.  Will  keep  you  fully  posted  and  If  you 
have  not  gone  East  will  eudeavor  to  come  to  Los  Angeles  Friday  for  conference. 

Merritt. 

a 

Mr.  Woolwine.  Then  on  December  5,  1917,  I  received  a  telegram 
from  Mr.  Merritt. 

The  Chairman.  That  will  be  marked  "Exhibit  No.  99.'\  This  is 
addressed  to  Mr.  Woolwine,  and  reads  as  follows : 

Exhibit  No.  99. 

San  Francisco,  December  5,  1917. 
Thos.  Lee  Woolwine, 

DiHtrict  Attorney,  Los  AnycJea,  Cal.: 

Hhve  asked  Los  Angeles  representative  Food  Administration,  Stoddard  Jess, 
call  meeting  for  me  with  growers  and  refiners  Friday  afternoon  for  open  dis- 
cussion regarding  planting  sugar  beets  for  1918.  Arrive  I^s  Angeles  Friday 
morning;  will  call  you  ou  telephone  and  If  convenient  hope  you  will  reserve 
luncheon  date. 

Merritt. 

Mr.  Woolwine.  I  took  lunch  with  Mr.  Merritt  on  the  7th,  together 
with  Stoddard  Jess. 

The  Chairman.  Who  is  Stoddard  Jess? 

Mr.  Woolwine.  Stoddard  Jess  is  the  president  of  the  First  Na- 
tional Bank  of  Los  Angeles,  and  represents  the  Food  Administration 
in  some  capacity  that  I  am  not  familiar  with;  I  do  not  know.  Then 
we  proceeded — that  is,  the  president  of  the  chamber  of  commerce, 
who  was  a'so  present  at  this  luncheon,  and  we,  with  the  exception  of. 
Mr.  Jess,  proceeded — to  this  hall  where  the  mass  meeting  was  to  be 
held,  and  the  mass  meeting  ensued. 

The  Chaikman.  What  date  was  that? 

Mr.  Woolwine.  The  7th  of  December,  1917. 

The  Chairman.  Now,  give  us  a  brief  sketch  of  this,  because  we 
must  not  get  too  much  in  detail. 
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Mr.  WooLwiNE.  The  grand  jury  investigation  was  proceeding,  be- 
cause it  had  not  been  determinea  by  myself  whether  a  prosecution 
would  lie,  or  whether  we  could  under  all  the  circumstances  prosecute 
these  men  under  the  State  antitrust  laws  for  offenses  or  alleged 
offenses  that  no  doubt  occurred  before  the  Food  Administration  took 
charge  of  this  matter;  and  I  have,  I  believe,  briefly  stated  what  tin 
testimony  of  Gen.  Wade  disclosed  with  respect  to  the  situaticm  in 
which  the  beet  grower  found  himself.  Some  of  the  refinery  men 
were  called.  One  man,  Mr.  A.  J.  Cruikshank,  of  Santa  Ana,  CaL 
who  had  been  secretary  and  manager  of  the  Santa  Ana  Sugar  Be^ 
finery  in  southern  California,  testified  before  the  grand  jury  of  Los 
Angeles  County,  and  it  will  be  disclosed  in  the  typewritten  tran- 
scripts I  have  here  with  me  that  his  refinery  represented  an  invest- 
ment of  $1,250,000,  and  that  it  had  made  a  net  profit  for  the  191&-17 
campaign  of,  as  I  remember  the  figures,  between  $800,000  and 
$900,000.  He  was  asked  as  to  whether  he  thought  that  the  price 
offered  to  the  beet  growers  was  just.  He  stated  ne  thought  it  was 
absolutely  unjust — 1  am  not  trying  to  quote  him  literaUy,  but  it 
was  that  in  substance — ^and  he  said  that  they  could  pay  as  high  as 
$9  per  ton  on  the  15  per  cent  basis.  He  was  asked  if  they  could  pay 
$10  per  ton,  and  whether  that  would  be  a  reasonable  price  to  the 
^ower  for  beets  on  the  15  per  cent  basis,  and  he  stated  in  substance 
tnat  that  would  depend  on  now  much  the  refineries  wanted  to  make 
He  said  that  he  was  satisfied,  and  had  been  for  a  long  time,  that 
they  had  been  mistreating  the  growers  and  that  they  should  be  paid 
more  money. 

The  Chairman.  Have  you  a  transcript  of  his  testimony  heref 

Mr.  WooLwiNE.  I  have  it  right  here.  I  fancied  that  you  did  not 
want  to  take  the  time  to  read  it. 

The  Chairman.  That  is  all  right.    Go  ahead. 

Mr.  WooLWiNE.  7.  am  only  giving  it  in  a  general  way.  Now,  tiiis 
other  refinery  that  was  referred  to  m  the  telegram  to  President  Wil- 
son and  to  Mr.  Hoover — I  hesitate,  myself,  to  state  the  fact,  because 
it  seems  so  amazing,  but  I  get  it  from  the  lips  of  one  of  the  officers 
of  the  company 

The  Chairman.  What  is  his  name? 

Mr.  WooLwiNE.  Henry  C.  Lee. 

The  Chairman.  Did  he  testify? 

Mr.  WooLwiNE.  No ;  he  would  not.  That  is  another  thing  I  wanted 
to  call  your  attention  to,  that  I  will  touch  upon  a  little  later.  It  will 
not  take  me  a  great  while,  now,  to  get  through. 

The  Chairman.  All  right,  sir;  I  do  not  want  to  hurry  you.  You 
understand  the  importance  of  cutting  out  everything  that  is  not 
material. 

Mr.  WooLWiNE.  Absolutely ;  and  I  am  trying  my  best.  I  realize 
that.  The  grand  jury  testimony  by  one  of  the  former  emplo^^ees  of 
this  Los  Angeles  Sugar  Eefinerv  was  to  the  effect  that  on  an  invest- 
ment of  $500,000— this  is  the  best  of  my  recollection  of  what  the 
grand  jury  testimony  discloses,  and  I  was  there  when  the  man  testi- 
fied— his  name  was  Allen  Ray — ^his  testimony  was  to  the  effect  that 
the  actual  investment  in  the  refinery  was  about  $500,000  and  that  it 
paid  during  the  1916-17  campaign  something  like  a  million  dollais 
m  profits.    That  was  called  to  the  attention  of  one  of  the  officers  by 
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myself,  and  he  stated  to  me  that  the  actual  investment  was  about 
about  $600,000  and  that  he  made  $985,000  during  that  campaign. 

Senator  Vardaman.  You  mean,  by  the  campaign,  out  of  that  crop  ? 

Mr.  WooLwiNE.  Yes,  sir;  they  call  it  a  campaign.  That  is  their 
term  for  it  out  in  that  country. 

Senator  Vardaman.  You  do  not  mean  a  campaign  in  the  political 
sense? 

Mr.  WooLwiNB.  No.  I  then  questioned  him  about  it,  and  asked 
him,  "  Do  you  mean  this?  " — ana  I  repeated  the  statement.  He  said 
"  Yes ;  that  is  true." 

Senator  Vardaman.  Before  you  leave  that,  what  did  they  pay  for 
beets  that  year,  do  you  know  ? 

Mr.  WooLwiNB.  There  is  a  gentleman  here  in  the  room  who  knows. 

(After  consultation  with  Mr.  Bishop.]  As  I  have  just  been  in- 
ormed,  the  basis  was  $4.50  for  that  crop,  and  there  was  $2  bonua 
paid,  which  made  the  rate  $6.50,  50  cents  of  that  never  having  yet 
been  paid. 

Senator  Vardaman.  Excuse  me;  my  attention  was  diverted.  Dii 
Tou  answer  the  question  as  to  what  beets  brought  there? 

Mr.  WooLwiNE.  Mr.  Bishop,  will  you  answer  that?  This  is  Mr.. 
Clyde  Bishop,  attorney  at  law,  of  Santa  Ana. 

(The  last  answer  of  the  witness  was  repeated  by  the  stenographer.) 

The  Chairman.  Now  let  me  ask  you  about  that  bonus,  if  you  Jbiow.. 
If  you  do  not  know,  we  will  get  it  from  some  of  these  other  men- 
Was  the  price  fixe^  at  $4.50,  and  then  did  the  factories  pay  $2  more? 
Was  that  bonus  something  that  came  to  them  under  the  contract — an 
additional  amount  if  certain  things  happened  ?  If  you  do  not  know,, 
we  will  get  the  facts  from  some  one  else. 

Mr.  WooLwiNB.  Yes;  I  understand  it  was  voluntarily  paid,  but 
I  want  to  be  sure.  That  testimony  may  come  later.  There  are  people- 
here  who  know  a  good  deal  about  this  matter. 

Xow,  to  get  back  to  Mr.  Lee.  He  had  refused  to  answer  before  the 
grand  jury.  IJe  came  there  with  a  statement  from  an  attorney  and 
urged  a  good  many  legal  grounds  why  he  should  not  be  forced  to^ 
answer,  and  his  testimony,  m  so  far  as  it  could  be  taken,  is  contained 
in  the  grand-jury  transcript.  It  is  really  taken  for  the  purpose  of 
laying  a  foundation  for  a  commitment  proceeding,  which  has  never 
been  taken  for  the  reason  that  I  did  not  care  to  consume  the  time  that 
would  be  necessary,  because  I  could  get  the  testimony  from  the  lips, 
of  other  witnesses. 

The  Chairman.  He  refused  to  testify? 

Mr.  WooLwiNE.  He  refused  to  testify,  and  the  only  other  man 
who  was  an  official  of  a  company  whom  we  got  to  testify  was  the  man. 
named  Cniikshank,  whose  testimony  I  have  just  referred  to.  Mr. 
Cruikshank  had  sold  out  to  the  Santa  Ana  factory  for,  I  think  it  was, 
$3,000,000,  and  he  was  willing  to  testify ;  but  he  seems  to  be  a  straight- 
iPorward,  honorable  man,  anyway,  and  I  think  that  he  wanted  to  tell 
the  story  voluntarily  without  reference  to  that — a  man  of  very  high 
standing. 

Now,  just  a  few  moments  more  and  I  will  finish.  This  correspond- 
ence that  I  as  district  attorney  was  having  with  the  Food  Adminis- 
tration and  with  the  President  got  into  the  Associated  Press,  and  I 
began  to  receive  commimications  by  wire  and  by  the  mail  from  the- 
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growers  of  various  States ;  as  I  remember  now,  Colorado,  Utah,  Idaho, 
Wj'oming,  Montana,  and  Nebraska.  The  States  to  which  I  have  just 
called  your  attention  are  represented  by  witnesses,  representative 
men,  beet  growers,  who  are  in  this  room  at  this  time.  The  corre- 
spondence was  to  the  effect  that  they  wished  me  to  do  everything  that 
I  could  to  assist  them ;  that  they  were  having  a  similar  fight ;  that  tbev 
were  not  being  paid  sufficient  to  allow  them  to  raise  beets  at  any 
profit  whatsoever,  and  that  this  condition  had  existed  through  a 
course  of  years,  and  that  they  were  very  anxious  to  do  something  to 
remedy  it,  and  asked  if  I  would  help.  ^  1  kept  up  this  correspondence 
until  after  the  passage  of  the  grand  jury  resolution  which  has  been 
offered  in  evidence  here  in  this  proceeding,  and  finally,  in  spite  of  the 
fact  that  the  matter  had  been  referred  to  Mr.  Merritt,  the  food  com- 
missioner or  administrator  there  in  California,  and  inasmuch  as  we 
had  been  able  to  arrive  at  no  conclusion  in  California,  I  made  up  my 
mind  to  come  to  Washington. 

The  Chairman.  I  am  going  to  ask  you  to  stop  right  there,  because 
you  have  left  out  a  link,  I  thmk.  You  were  speaking  about  the  con- 
ference you  had  with  Mr.  Merritt  and  with  some  other  gentlemen  at 
dinner,  and  then  you  said  you  had  a  mass  meeting,  and  you  then 
said  that  in  the  meantime  the- grand  jury  investigation  was  going 
on,  and  you  followed  out  the  grand  jury  investigation,  but  you  did 
not  tell  us  what  transpired  at  that  mass  meeting  or  how  you  and 
Mr.  Merritt  got  along,  did  you? 

Senator  Lodge.  Yes;  he  told  us  about  that  and  the  subsequent  con- 
ference. 

The  Chairman.  Oh,  well,  then.  I  was  confused. 

Senator  Lodge.  He  told  us  about  the  subsequent  conference  in  his 
office. 

Senator  Vardaman.  Let  me  ask  you  who  Mr.  Merritt  is.  What  is 
his  business? 

Mr.  Woolwine.  He  is  the  representative  of  the  Food  Administra- 
tion. 

Senator  Vardaman.  I  mean,  what  had  been  his  business  prior  to 
that  employment? 

Mr.  Woolwine.  He  was  secretary  of  the  State  University  at  Berke- 
ley, as  I  remember,  and  ran  some  kind  of  an  experimental  farm  at 
Kearney  for  the  State  Agricultural  College. 

Senator  Vardaman.  Had  he  ever  been  connected  with  the  sugar- 
growing  or  sugar-manufacturing  industry? 

Mr.  Woolwine.  Not  to  my  knowledge. 

Senator  Vardaman.  That  is  remarkable. 

Mr.  Woolwine,  I  then  wired  the  persons  referred  to  in  various 
States  asking  them  to  meet  me  in  Washington,  and  I  came  on  here, 
and  at  this  time  there  are  represented  in  this  room  the  beet  growers 
of  the  States  to  which  I  have  just  called  your  attention.  Mr.  Clyde 
Bishop,  who  is  an  attorney,  represents,  so  he  tells  me,  47,000  acres  of 
land  in  southern  California.  He  is  here.  We  have  representative 
growers  from  California.  The  complaint  seems  to  be  general  all 
over  this  beet-growing  country  that  they  have  been  badly  treated 
bv  the  refineries;  that  they  can  not  raise  beets  at  the  prices  offered, 
although  in  some  of  the  States  they  offer  as  high  as  $9  on  a  16  per 
cent  basis;  and  that  the  refineries  are  making  vast  sums  of  money. 
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I  do  not  state  that  from  my  own  knowledge ;  I  know  nothing  about  it 
except  from  reports  that  I  have  gotten. 

So  far  as  the  grand  jury  testimony  in  the  proceeding  in  Los  An- 
geles County  is  concerned,  I  should  like  to  ask  you,  Mr.  Chairman, 
if  vou  want  any  part  of  it;  and  if  so,  what  it  is:* 

The  Chairman.  Could  you  file  it  with  us  and  let  us  see  such  parts 
of  it  as  we  want  to  employ? 

Mr.  WooLwiNE.  I  could,  and  I  wish  to  say  this:  That  the  grand 
jury  testimony  I  offer  is  incomplete.  That  inquiry  has  not  yet  been 
concluded,  and  the  reason  that  I  came  on  at  this  time  was  for  the 
reason  that  the  beets  have  to  be  planted  at  an  early  day  and  on  the 
urgent  request  of  the  grand  jury  of  Los  Angeles  County,  which,  by 
the  way,  is  composed  of  solid  business  men  of  that  community,  one 
of  the  best  grand  juries  I  have  ever  known  to  be  assembled  in  a  com- 
munity and  one  that  has  that  reputation  in  the  county  of  Los  An- 
geles. 

Senator  Ken  yon.  Can  you  make  that  evidence  public? 

The  Chairman.  He  has  been  authorized  to  do  it.  Now,  will  you 
state  what,  if  anything,  you  know  about  a  combination  or  an  agree- 
ment among  these  manufacturers  as  to  prices? 

Mr.  WooLWiNE.  Of  beets? 

The  Chairman.  Yes. 

Mr.  WooLwiNE.  I  asked  Mr.  Henry  Lee — as  will  appear  from  the 
grand-jury  transcript,  if  his  testimony  is  properly  transcribed,  and 
I  take  it  that  it  is — ^if  there  was  a  combination  between  the  refineries 
to  force  this  price  of  beets  upon  the  fnrmei*.  He  first  said  "  No."  I 
said,  '^  Do  you  mean  to  say  that  nothing  has  ever  been  done,  that  you 
have  had  no  meetings,  you  have  had  no  agreement,  implied  or  ex- 
pressed, that  you  are  going  to  insist  upon  the  same  price,  and  that 
you  have  not  insisted  upon  it  in  the  years  gone  by?"  He  said 
"  Yea'"  Then  I  got  to  pinning  him  down,  and  I  finally  said,  "  Do 
you  mean  to  say  that  there  is  no  such  combination  ? "  "  Well,"  he  said, 
"  any  man  that  has  got  any  brains  at  all  would  know  that  that  con- 
dition exists,"  and  that  is  as  far  as  he  would  go — that  that  is  the 
case. 

The  Chairman.  That  leaves  us  in  no  position  to  dispute  his  con- 
clusion. 

Mr.  WooLwiNB.  I  think  not. 

The  Chairman.  Senator  Lodge  suggests  this  question :  Since  you 
have  come  here,  this  delegation,  along  with  yourself,  what  has  trans- 
pired?   When  did  you  get  here,  and  what  have  you  been  doing? 

Mr.  WooLWiNE.  Before  proceeding  to  that,  for  the  purpose  of  the 
record,  would  you  like  to  mark  the  grand- jury  report? 

The  Chairman.  Yes. 

(The  resolution  of  the  grand  jury,  here  referred  to,  had  been 
heretofore  marked  "  Exhibit  No.  9"  and  printed  in  the  record.) 

Mr.  WooLwiNE.  I  have  in  my  hand  here,  in  that  very  connection, 
the  beet  contract  of  1918,  which  is  substantially  the  imiversal  contract 
offered  the  farmers  in  California.  It  is  the  contract  of  the  Los 
Alamitos  Sugar  Co.,  and  contains  the  scale  of  prices  on  the  back.  I 
thought  you  might  care  to  put  it  in  the  record. 

The  Chairman.  Shall  I  read  this  ? 
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Senator  Lodgs.  Oh,  no ;  I  do  not  think  it  is  necessary.  We  have 
got  the  substance  of  it. 

(The  contract  above  referred  to  was  marked  "  Exhibit  No.  100, 
Woolwine  No.  9,"  and  is  as  follows:) 

Exhibit  No.  100. 
beet  contract,  1918. 

This  agreement,  made  this day  of ,  191—,  by  and  between  !>» 

Alamltos  Sugar  (Company,  a  corporation,  party  of  the  first  part  (hereinafte 

called  the  Factory),  and  of  ,  State  of  California,  party  of  the 

second  party  (hereinafter  called  the  Grower). 

Witnesseth,  That  for  the  consideration  hereinafter  stated  the  grower  has  sold 
and  transferred  and  does  by  these  presents  sell  and  transfer  to  the  Factory  Uie 

crop  of  sugar  beets  to  be  grown  by  the  Grower  on  those acres  of  land, 

more  or  less,  situated  in  the  county  of ,  State  of  California,  described  as 

follows,  to  wit, ,  Rental  1-4 to P.  O. ^. 

The  Grower  hereby  agrees  to  furnish  said  land  for  the  purpose  of  said  crop. 
and  that  he  will  in  a  manner  in  accordance  with  good  husbandry  and  in  coo* 
formity  with  the  directions  of  the  Factory  during  the  crop  season  beginning 
November  1,  1917,  and  ending  when  the  crop  is  harvested,  not  later  than  tbe 
close  of  the  factory  season  in  1918,  plant,  cultivate,  harvest,  and  deliver  to  the 

Factory,  at  its  sheds  or  dump  at County,  California,  the  crop  of  sugar 

beets  to  be  grown  upon  said  land. 

The  seed  to  be  used  in  growing  said  beets  shall  be  furnished  by  the  Factotr 
for  the  price  of  twelve  (12)  cents  per  pound,  which  the  Grower  agrees  to  pay. 
The  price  of  all  seed  furnished  hereunder,  and  the  amount  of  all  advancement^^ 
made  by  the  Factory  to  the  Grower  shall  be  a  first  lien  and  charge  against  tbe 
purchase  price  of  the  beets  and  shall  be  deducted  from  the  price  of  the  beets  first 
delivered  by  the  Grower. 

In  harvesting  the  beets  they  are  to  be  perfectly  trimmed  (that  is,  cut  squarely 
off)  below  tlie  base  of  the  bottom  leaf  and  delivered  free  from  stones,  trash  or 
other  foreign  substances,  and  subject  to  deduction  for  tare.  After  removt! 
from  the  ground  the  Grower  shall  protect  the  beets  from  the  sun. 

All  sound  beets  will  be  bought  and  paid  for  at  the  following  rates : 

The  price  will  be  based  on  the  average  net  price  received  f.  o.  b.  factory  fi^r 
sugar  sold  by  the  beet  sugar  companies  of  southern  California  (after  deducting 
any  tax  on  sugar  not  now  but  hereafter  Imposed  by  law)  during  the  period  of 
12  months  beginning  July  1, 1918,  as  follows : 

If  the  net  price  received  for  sugar  during  the  period  mentioned  is  4^  cents 
per  pound  or  under,  we  will  pay  $4.50  per  ton  for  beets  testing  fifteen  (15)  per 
cent  in  sugar.  If  the  average  net  price  received  for  sugar  exceeds  4^  cents  ps" 
pound,  an  additional  payment  of  $1  per  ton  of  beets  will  be  made  for  each  one  {D 
cent  in  excess  of  41  cents  net  per  pound  received  for  sugar,  fractions  in  pro- 
portions. 

To  the  above  price  per  ton  of  beets  will  be  added  for  each  additional  one  (1^ 
per  cent  of  sugar  over  fifteen  (15)  per  cent,  and  deducted  for  each  one  (1) 
per  cent  below  fifteen  (15)  per  cent  of  sugar,  fractions  in  proportion,  an 
amount  equivalent  to  one-fifteenth  (1-15)  of  the  price  paid  for  a  ton  of  beets 
testing  fifteen  (15)  per  cent  in  sugar.  Beets  testing  under  eleven  (11)  per 
cent  win  be  accepted  as  If  testing  eleven  (11)  per  cent  if  weighing  less  than 
five  pounds.  Factory  reserves  the  right  to  reject  beets  testing  under  eleven 
(11)  per  cent  and  weighing  over  five  pounds. 

Beet  payments  on  the  15th  of  each  month  for  deliveries  of  the  previous  month 
will  be  based  on  $4.50  per  ton  of  fifteen  (15)  per  cent  beets,  adding  to  or 
deducting  from  that  price  as  the  tests  are  above  or  below  fifteen  (15)  per  cent 
In  the  regular  manner.  Further  payments  to  be  made  from  time  to  time  as 
the  net  selling  price  of  sugar  can  be  determined.  Final  payment  to  be  mad^ 
not  later  than  30  days  after  the  close  of  the  selling  period  referred  to. 

(We  print  on  the  back  of  this  contract  a  quick  reference  table  giving  beet 
prices  based  upon  net  prices  of  sugar  and  given  beet  tests.) 

The  contents  of  said  beets  shall  be  determined  by  daily  tests  made  In  the 
laboratory  of  the  factory,  and  a  sample  shall  be  taken  of  each  wagonload  of 
beets  delivered  hereunder.  Payments  for  all  beets  so  delivered  shall  be  on  the 
basis  of  net  weights  as  obtained  at  the  factory. 
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If  the  grower  shall  attempt  to  sell,  transfer,  or  mortgage  said  crop,  or  if  the 
same  shall  be  attached  or  seized  upon  execution  or  other  legal  process,  or 
abandoned  or  ne^^ected  by  the  grower,  then  the  factory  shall  have  the  right, 
at  its  option,  to  take  possession  of  the  crop  and  to  complete  the  cultivation, 
harvesting,  and  delivery  of  the  same,  charging  the  expense  of  so  doing  to  the 
grower. 

The  grower  may,  at  his  own  expense,  have  representatives  (welghman,  tare- 
man,  and  chemists)  in  scale  house,  tare  room,  and  laboratory  to  check  weights 
jind  work  done,  such  representatives  to  be  experienced  in  the  line  of  work  to 
be  performed  and  satisfactory  to  the  factory. 

In  the  event  of  said  factory  being  Incapacitated  by  fire  or  otherwise  at  any 
time  previous  to  the  delivery  of  the  entire  crop  covered  by  this  contract,  the 
factory  shall  have  Uie  option  either  to  take  said  crop  at  the  rates  and  on  the 
terms  aforesaid  or  to  pay  the  grower  at  the  rate  of  fifteen  dollars  ($15.00)  per 
acre  for  any  and  all  undelivered  beets  then  under  cultivation,  or  grown  by  said 
grower  hereunder,  allowing  said  grower  to  keep  such  undelivered  beets.  In 
case  such  Incapacitation  of  said  factory  should  occur  before  the  land  is  planted 
in  beet  seed  hereunder,  then  the  ox)eration  of  this  agreement  shall  be  forth- 
with suspended  and  its  terms  and  conditions  shall  have  no  force  or  effect  un- 
less and  until  written  notice  shall  be  given  by  the  factory  to  the  grower  that 
this  agreement  shall  be  reinstated,  after  which  notice  this  agreement  shall 
again  be  In  full  force  and  effect 

No  agent  of  the  factory  is  authorized  to  make  erasures,  additions,  or  altera- 
tions of  the  printed  terms  of  this  contract.  ' 

This  agreement  shall  be  signed  in  duplicate  by  both  parties  above  named,  and 
the  grower  hereby  agrees  not  to  assign  same  without  the  written  consent  of 
the  factory. 

Signed  at  Los  Alamitos,  California,  this day  of ,  191 — . 

Los  Alamitos  Sugar  Company, 


By 


[SEAL.] 


[SEAL.] 


(The  foregoing  contract  is  Indorsed  in  red  on  the  margin  as  follows:) 
In  harmony  with  the  patriotic  appeal  of  the  U.  S.  Food  Administration  for 
an  Increased  production  of  sugar,  and  believing  that  the  average  net  price 
received  for  sugar  will  at  least  approximate  seven  cents  per  pound,  the  factory 
hereby  agrees  that  the  price  to  be  paid  for  beets  grown  under  this  contract 
will  be  based  on  a  net  price  for  sugar  of  not  less  than  seven  cents  per  pound. 
The  usual  monthly  payments  to  be  made  on  this  basis. 

Los  Alamitos  Sugar  Company, 


By 


(The  foregoing  contract  has  on  the  back  thereof  a  table  of  prices  which  Is 
as  follows:) 

Quick  reference  tahle — Fraction  of  sugar  prices  and  beet  tests  in  proportion. 


Peroentage  in  beeta. 

Price  of  sogAH 

Hoents 

5oents 

5}08Zltf 

Ooonts 

Oioenta 

7oents 

7}  cento 

Soonto 

8)  cento 

f  canto 


12 

13 

14 

16 

10 

17 

18 

19 

13.00 

$3.90 

84.20 

84.60 

$4.80 

$6.10 

$6.40 

$6.70 

4.00 

4.33 

4.07 

6.00 

6.33 

6.07 

0.00 

0.33 

4.40 

4.77 

6.13 

6.60 

6.87 

0.23 

0.00 

0.97 

4.80 

6.20 

6.00 

0.00 

0.40 

0.80 

7.20 

7.00 

6.30 

5.03 

0.07 

0.60 

0.93 

7.37 

7.80 

8.23 

6.00 

0.07 

0.63 

7.00 

7.47 

7.03 

8.40 

8.87 

0.00 

0.60 

7.00 

7.60 

8.00 

8.50 

9.00 

9.50  , 

0.40 

0.93 

7.47 

8.00 

8.63 

9.07 

9.00 

10.13 

0.80 

7.37 

7.08 

8.60 

9.07 

9.03 

10.20 

10.77  , 

T.ao 

7.80 

8.40 

0.00 

9.00 

10.20 

10.80 

11.40  . 

20 


$0.00 

0.07 

7.88 

8.00 

8.07 

9.83 

10.00 

10.07 

U.83 

12.00 
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Quick  reference  table — Fraction  of  sugar  prices  and  heet  tests  in  proportion- 

Contiuued. 


Percentage  in  beets, 

Price  of  sugar: 

4|  cents 

Scents 

5}  cents 

6cents 

6§  cents 

7  cents 

7J  cents 

8cents 

8^  cents.. 

0  cents 


21 


22 


23 


80.30 

1 

f6.60 

16.90 

7.00 

7.33 

7.67 

7.70 

8.07 

8.43 

8.40 

8.80 

9.20 

9.10 

9.53 

9.97 

0.80 

10.27 

10. 73 

10.60 

11.00 

11.50 

11.20 

11.73 

12.27  I 

11.90 

12. 47  ' 

13  03 

12.60 

1 

13.20  , 

1 

13.80 

24 


87.20 

8.00 

8.80 

9.60 

10.40 

11.20 

12.03 

12.80 

13.60 

14.40 


26 


17.50 
8.33 
9.17 
10.00 
10.83 
11.67 
12.50 
13.33 
14.17 
15.00 


26 


S7.80 
8.67 
9.53 
10.40 
11.27 
12.13 
13.00 
13.87 
14.73 
15.60 


27 


S8.10 
9.00 
9.90 
10.80 
11.70 
12.60 
13.50 
14.40 
15.30 
16.20 


28 


18.40 
9.33 
10.27 
11.20 
12.13 
13.07 
14.00 
14.93 
15.87 
16.80 


29 


I 


S8.70 
9  67 
10.  ei 
11.60 
1157 
13.53 
14.50 
15.47 
16  43 
17.40 


12.  SC 
11.'*! 
U% 
I5tfi 
lit 

i:..c 

110) 


Mr.  Chairman.  That  is  the  proposed  contract  for  the  conang  cropi 

Mr.  WooLWiNE.  Yes,  sir.  You  see  they  sign  up  for  the  comiiig 
crop  always.  -^ 

The  Chairman.  Oh,  yes. 

Mr.  WooLWiNE.  Now,  Mr.  Chairman,  so  far  as  this  grand  jurr 
transcript  is  concerned,  what  shall  I  do  with  it?  Do  you  want  to 
mark  that?    You  do  not  w^ant  all  of  that  to  go  in  the  record,  do  youi 

The  Chairman.  We  will  not  offer  it,  but  we  can  receive  it  as  an 
exhibit.  We  will  not  print  all  of  it.  We  will  print  parts  of  it  after 
it  has  been  digested. 

Senator  Jones.  Do  you  understand  that  similar  contracts — ^I  mean 
as  to  form — were  used  for  prior  years  ? 

Mr.  WooLWiNE.  I  could  not  answer  that,  but  I  think  it  can  be 
fully  answered  by  witnesses  who  will  follow  me. 

Senator  Jones.  I  should  just  like  to  make  the  request  that  if  any 
of  your  people  here  have  the  contracts  which  w-ere  offered  for  three, 
four,  five,  six,  seven,  or  eight  previous  years,  I  think  it  would  be 
quite  beneficial  to  have  them.    We  would  like  to  have  them. 

Mr.  Wool  WINE.  Yes,  sir. 

The  Chairman.  You  have  heard  the  request  of  Senator  Jones,  you 
gentlemen  who  are  here — if  you  have  those  contracts,  that  you  be 
prepared  to  produce  them. 

Senator  Jones.  If  you  have  not  them  here,  any  of  them,  I  should 
appreciate  it  if  you  would  wire  and  get  them  here. 

Mr.  Woolwine.  I  will  use  every  endeavor  to  get  them  for  you, 
with  pleasure. 

Senator  Jones.  All  right. 

Ml.  Woolwine.  For  the  purposes  of  the  record,  Mr.  Chairman 
this  grand  jury  transcript  contains  six  volumes  of  various  si»es. 
Should  they  be  marked  with  the  number,  with  an  appropriate  desig- 
nation as  to  each  one? 

The  Chairman.  The  reporter  can  identify  them. 

(The  six  volumes  referred  to  were  marked  by  the  reporter  "Ex- 
hibit No.  101,  Grand  Jury  No.  1,"  "  Exhibit  No.  102,  Grand  Jury  No. 
2/'  "  Exhibit  No.  103,  Grand  Jury  No.  3,"  "  Exhibit  No.  104,  Grand 
Jiiry  No.  4,"  "  Exhibit  No.  106,  Grand  Jury  No.  5,"  and  "  Exhibit  No. 
106,  Grand  Jury  No.  6.") 

Mr.  Woolwine.  I  would  suggest  that  the  witnesses  are 

The  Chairman.  I  want  to  asK  you  about  what  has  transpired  since 
you  arrived  here  in  Washington. 
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Senator  Lodge.  When  did  you  arrive? 

Mr.  WooLwiNE.  Last  Monday  night  at  about  8.30. 

The  Chairman.  That  would  be  Monday,  December  17? 

Mr.  WooLWiKB.  Yes,  sir ;  Monday.  Do  you  want  me  to  go  ahead 
in  narrative  form? 

The  Chairman.  Yes. 

Mr.  WooLWiNE.  The  next  day  I  received  word  from  Mr.  Hoover 
that  he  desired  to  see  me.  You  do  not  care  anything  about  the  chan- 
nels, do  you,  through  which  this  word  came? 

The  Chairman.  Oh,  no. 

Senator  Lodge.  No. 

Mr.  WooLWiNB.  And  I  made  an  engagement  to  meet  him  at  11 
o  clock  that  day.  I  went  there  in  company  with  Mr.  Newberry, 
of  Riverside.  Cal.,  a  beet  grower  and  prominent  man  in  that  section, 
who  came  along  with  me.  We  had  quite  a  consultation  with  Mr. 
Hoover  about  the  situation,  and  Mr.  Hoover  then  requested  that  we 
return  at  5  o'clock  for  a  conference  between  some  of  the  representa- 
tives of  the  manufacturing  concerns.  We  went  back  at  5  o'clock,  but 
there  were  no  representatives  of  those  concerns  there;  but  a  long 
discussion  was  had  as  to  the  manner  in  which  a  proper  price  for 
beets  should  be  arrived  at  and  as  to  the  manner  in  which  that  could 
be  carried  out  and  enforced.  It  was  finally  determined  that  a  good 
proposition  would  be  to  have  a  commission  appointed  to  sit  in  the 
various  districts  where  beets  were  grown — ^that  is,  local  committees 
composed  of  persons  selected  in  a  certain  manner  indicated,  in  order 
to  get  as  far  as  possible  an  unbiased  judicial  body — and  to  have  tes- 
timony taken,  and  to  allow  the  grower  a  reasonable  profit,  to  be  fixed 
after  testimony  having  been  taken  in  the  manner  indicated.  Mr. 
Hoover  made  an  endeavor  to  get  the  refiners  to  agree  to  this  so  far 
as  southern  California  is  concerned,  and  I  think  so  far  as  the  other 
districts  are  concerned.  I  understand  that  the  refiners  so  far  have 
Hot — and  the  indications  are  that  they  will  not — ^agree  to  any  such 
procedure.  I  have  been  assured  by  Mr.  Hoover  and  also  by  Judge 
Lamb,  who  is  one  of  the  attorneys  there  and  to  whom  this  matter 
has  been  referred  for  the  working  out  of  the  details,  that  such  a 
commission  will  be  appointed  in  each  beet-growing  district  whether 
the  refiners  desire  it  or  not,  and  that  that  will  be  done  at  once. 

The  Chairman.  When  was  it  you  came  to  this  agreement  or  re- 
ceived these  assurances  from  Mr.  Hoover  that  these  committees  would 
be  appointed  regardless  of  what  the  refiners  did?  When  did  you 
get  that  assurance? 

Mr.  WooLwiNE.  I  was  in  the  Metropolitan  Club — ^let  me  see  the 
day — it  must  have  been  Wednesday. 

The  Chairman.  Wednesday  of  this  week? 

Mr.  Wool  WINE.  Wednesday  of  this  week,  and  Mr.  Hoover  told  me 
at  that  time — I  was  not  lunching  with  him,  but  he  came  over  to  the 
table  where  I  was  sitting  and  told  me  at  that  time  that  he  would 
insist  upon  that  procedure,  no  matter  what  the  refiners  said. 

The  Chairman.  Have  you  had  meetings  of  the  refiners  since  that 
time? 

Mr.  WooLwiNE.  We  never  have  had. 

The  Chairman.  I  mean,  has  Mr.  Hoover  had  any  to  your  knowl- 
edge since  that  time? 
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Mr.  WooLwiNB.  I  know  that  he  tells  me,  and  so  does  Judge  Lamb, 
that  they  have  been  attempting  by  various  means  to  get  the  refineis 
to  come  in  and  agree  to  it. 

The  Chairman.  If  the  prices  were  fixed  by  any  commission,  how 
did  he  tell  you  he  was  going  to  get  the  refiners  to  lake  your  beet«! 
at  thoseprices? 

Mr.  WooLwiKE.  Do  you  mean  if  they  bought  beets  at  all?  Is  thit 
your  meaning? 

The  Chairman.  No;  we  have  this  situation  presented  now:  There 
are  a  lot  of  planters  here  who  want  to  raise  beets,  and  there  is  & 
limited  number  of  men  who  usually  buy  those  beets,  and  the  men 
who  usually  buy  are  offering  a  certain  price,  and  that  is  unsatisfac- 
tory to  the  planters.  Now,  Mr.  Hoover  proposes  to  have  a  commis- 
sion meet  and  to  determine  what  would  be  a  fair  price  for  the  planter 
so  that  he  will  receive  a  fair  profit.  Now,  suppose  that  commission 
does  meet  and  does  fix  a  price,  what  means  is  suggested  by  Mr. 
Hoover;  how  did  he  say  he  was  going  to  make  the  manufacturers 
take  the  beets  at  that  price  ? 

Mr.  WooLwiNE.  There  was  a  great  deal  of  discussion  about  that. 
particularly  with  Judge  Lamb. 

The  Chairman.  What  is  it  that  they  say  they  are  going  to  do  and 
that  they  can  do? 

Mr.  WooLwiNE.  They  spoke  of  a  milk  investigation.  That,  how- 
ever, was  where  the  conflicting  interests  came  in  and  agreed. 

The  Chairman.  A  milk  investigation? 

Mr.  WooLwiNE.  Yes ;  the  fixing  of  the  price  of  milk  in  some  of  the 
Northern  States,  and  that  they  had  had  no  difficulty  there.  I  raised 
the  legal  Question  as  to  how  in  the  world  they  could  enforce  any  such 
finding.  The  impression  seems  to  prevail  with  the  Food  Adminis- 
tration that  it  could  be  enforced  if  the  manufacturers  agreed  to 
abide  by  the  ruling  of  this  commission. 

The  Chairman.  If  they  agreed  to  be  bound  by  the  ruling? 

Mr.  WooLwiNE.  Yes,  sir. 

The  Chairman.  That  is  to  say,  if  they  enter  into  a  stipulation  by 
which  they  agree  between  themselves  and  the  beet  growers  for  a  good 
consideration — to  wit,  we  will  say,  the  planting  of  the  beets  by  the 
grower— that  they  vjill  pay  him  a  price  which  is  to  be  fixed  by  a 
commission,  then  that  price  could  be  paid.  I  think  there  will  be  no 
doubt  about  that  if  the  contract  is  properly  drawn ;  but  did  they  sug- 
gest any  means  by  which  they  could  say  to  these  beet  manufacturers: 
"  We  have  determined,  by  a  commission  or  otherwise,  what  is  a  fair 
price  for  these  beets.  It  is  so  much,  and  you  must  pay  that  for  next 
year's  crop  "  ? 

Mr.  WooLWiNE.  No ;  as  I  meant  to  say,  in  case  they  did  not  agree 
to  this  arrangement,  he  thought  that  the  moral  effect  of  a  thing  of 
that  sort  would  be  sufficiently  great  to  force  the  price  of  beets  to  the 
proper  figure.  I  do  not  mean  to  say  that  he  indicated  that  they  had 
not  already  offered  the  proper  figure,  because  i  do  not  know  what  i«5 
in  his  mind  with  relation  to  that,  except  this,  that  there  has  been 
correspondence  from  Mr.  Rolph  in  which  he  stated  that  the  price  was 
fair  to  the  producer. 

The  Chairman.  There  is  correspondence  of  that  kind? 

Mr.  WooLwiNE.  Yes,  sir. 
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The  Chairman.  The  price  which  is  now  being  paid  ? 

Mr.  WooLwiNB.  Yes,  sir. 

The  Chairman.  Where  is  that  correspondence? 

Mr.  WooLwiNB.  I  have  got  it.  [After  looking  for  papers.]  If  I 
may  pass  on 

The  Chairman.  No;  I  very  much  want  that  correspondence  if 
you  have  it.    I  very  much  prefer  to  have  it  now  if  you  nave  it. 

Mr.  WooLwiNE.  1  thought  this,  Mr.  Chairman,  tor  the  purposes 
of  the  record,  to  preserve  the  continuity  of  the  story,  would  it  not  be 
best  for  Dr.  Jones  to  present  that  when  that  time  comes,  when  his 
testimony  comes! 

The  Chairman.  Would  you  object  to  letting  me  look  at  it  now  ?  I 
will  hand  it  back  to  you. 

(The  witness  handed  certain  papers  to  the  chairman.) 

Mr.  WooLwiNE.  I  can  get  this  other  matter  right  here. 

The  Chairman.  Mr.  Woolwine,  have  you  any  correspondence  other 
than  that  which  Dr.  Jones  has  here  with  reference  to  the  California 
situation  ? 

Mr.  Woolwine.  Yes,  sir.  That  is  just  what  I  was  looking  for. 
You  know,  Mr.  Chairman,  this  would  have  all  been  arranged  so  I 
could  get  at  it  if  I  had  known  just  what  you  would  require  me  to 
testify  to. 

The  Chairman.  An  investigating  committee  is  liable  to  want  to 
investigate  anything  on  earth.  [After  a  pause.]  Did  you  find  the 
correspondence  ? 

Mr.  Woolwine.  Yes,  sir;  under  date  of  November  13,  1917,  a  let- 
ter to  the  Associated  Sugar-Beet  Growers  of  Southern  California 
from  Mr.  Hoover. 

(The  letter  was  marked  "  Exhibit  No.  107,  Woolwine  No.  10.") 

The  Chairman.  This  seems  to  be  in  reply  to  a  wire  of  November  6. 
Have  vou  that  wire  ? 

Mr.  "Woolwine.  There  was  one,  but  I  do  not  find  it  here. 

The  Chairman.  If  it  is  hereafter  found,  we  will  put  it  in. 

(At  this  point  the  letter  above  referred  to.  Exhibit  No.  107,  Wool- 
wine No.  10,  was  read  aloud  by  the  chairman,  as  follows :) 

Exhibit  No.  107. 

United  States  Food  Administration, 
Washington,  D,  C,  November  IS,  1917. 

The  Associated  Sugar-Beet  Growers  of  Southern  California, 

Santa  Ana,-  Cal, 

Gentlemen  :  Referring  to  your  wire  of  November  6,  In  regard  to  sugar  com- 
panies In  California,  received,  and  I  have  carefully  noted  the  points  you 
mention. 

In  regard  to  the  growers  not  being  allowed  to  check  the  sugar  tests,  I  have 
investigated  the  matter  and  find  the  companies  are  perfectly  willing  to  have  the 
growers  have  check  chemists  and  tare  men  in  their  factories,  so  you  must  be 
misinformed  on  this  i>oint. 

I  have  also  investigated  the  price  the  companies  will  pay  for  beets,  and  find 
the  prices  are  based  on  what  the  companies  receive  for  their  sugav.  It  seems 
to  be  a  fair  and  equitable  method,  as  the  grower  benefits  in  the  same  proportion 
as  the  sugar  companies.  Regardless  of  what  tlie  sugar  brings,  the  companies 
have  guaranteed  for  1918  to  pay  th^  grower  a  price  not  less  than  would  obtain 
under  a  contract  if  sugar  nets  7  cents  a  pound,  making  a  price  for  15  per  cent 
beet  at  least  $7  per  ton,  and  correspondingly  higher  price  for  beets  testing  over 
15  per  cent.    I  am  informed  the  average  test  of  beets  in  southern  California  Is 
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from  18  per  cent  to  19  per  cent,  making  a  minimum  price  of  from  $8.40  to  SS.^* 
per  ton,  with  an  Increase  over  tills  equal  to  any  increase  over  $7  receivftl  for 
sugar.  It  would  seem,  therefore,  that  the  prices  are  fair  and  equitable  and 
sliould  give  a  large  majority  of  the  growers  a  fair  profit. 

At  the  request  of  the  Government  the  sugar  companies  made  a  price  for  sugar 
of  $7.25  seaboard  basis  when  sugar  was  selling  very  much  higher.  This  wji 
done  to  meet  the  wishes  of  the  (iovernraent  to  secure  sugar  at  a  reasonable 
price  to  the  people  of  the  ITnlted  States  and  our  allies  at  a  time  of  emergeno*. 

This  is  the  time  for  everyone  to  try  and  increase  the  production  of  food  sup- 
plies, and  we  therefore  trust  that  all  interested  parties  will  work  in  harmooj 
with  the  beet  companies  and  that  no  one  will  interfere  with  the  usual  channeis 
of  securing  the  contracting  of  beets. 

The  Government  is  desirous  of  seeing  the  farmers  secure  fair  and  equitable 
prices  for  all  their  crops,  but  at  the  same  time  it  has  to  consider  the  necessity 
of  securing  food  for  the  people  at  reasonable  prices.  Please  understand,  the 
Food  Administration  did  not  fix  the  price  of  wheat  and  has  no  authority  to  fix 
prices  of  any  commodities. 

Sugar  companies  are  only  charging  the  grower  12  cents  a  pound  for  seed,  when 
it  costs  them  30  cents  a  pound,  and  in  many  other  ways  they  are  put  to  additionaJ 
expense  and  have  shown  that  no  unfair  profit  can  be  made  on  present  prices. 

We  trust  to  your  patriotism  to  see  that  no  action  of  your  association  will  tend 
to  decrease  the  sugar  production  of  this  country,  which  will  be  greatly  needed 
the  coming  year,  when  we  will  have  to  feed  not  only  this  country  but  our  allies 
and  the  men  who  are  fighting  in  the  trenches. 

We  feel  we  can  count  on  the  fanners  of  California  to  do  their  bit  cooperating 
with  the  sugar  companies,  who  assure  us  they  are  desirous  of  paying  the 
farmers  highest  prices  possible  for  beets  and  at  the  same  time  giving  sugar  to 
the  consumer  at  a  reasonable  price. 
Yours,  faithfully, 

Heebest  Hooves. 

(During  the  reading  of  the  letter :) 

The  Chairman.  What  is  a  tare  man  ?  The  man  who  looks  after  tbe 
weights? 

Mr.  J.  R.  Newberry.  A  man  who  looks  after  the  tare,  not  the 
weight — ^the  reduction  by  refuse  matter  that  is  in  the  weight. 

(After  the  conclusion  of  the  reading  of  the  letter :) 

The  Chairman.  Do  you  know  who  has  a  copy  of  the  telegram  to 
which  this  letter  is  a  reply  ? 

Mr.  WooiiWiNB.  Mr.  Clyde  Bishop  just  tells  me  that  he  did  have 
such  a  copy. 

Mr.  Bishop.  The  original  wire  is  with  Mr.  Hoover,  but  a  copy  of 
that  wire  is  undoubtedly  in  the  files  in  California. 

The  Chairman.  But  you  haven't  it  here? 

Mr.  Bishop.  I  haven't  it;  no. 

The  Chairman.  We  will  ask  Mr.  Hoover  to  bring  in  the  telegram. 

Mr.  McGiNNis.  I  shall  be  very  glad  to  give  you  that    I  have  it 

The  Chairman.  You  have  it? 

Mr.  McGiNNis.  Yes. 

The  Chairman.  Was  there  any  further  correspondence  that  you 
had  of  this  character,  yourself? 

Mr.  WooLwiNB.  If  you  will  allow  me,  after  the  conclusion  of  my 
testimony  I  will  look  through  my  papers  here  and  see  if  there  is 
anything  that  will  be  of  service  to  you. 

The  Chairman.  Very  well.  Now  you  may  proceed,  if  there  is 
something  more  you  want  to  say.  I  interrupted  you.  Perhaps  you 
had  better  go  back  to  the  testimony. 

Mr.  WooLwiNE.  I  believe  I  can  recall  where  I  left  off.  You  asked 
me  about  what  had  transpired  here  in  Washington,  and  I  was  pro- 
ceeding to  tell  you. 
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The  Chairman.  Yes. 

Mr.  WooLwiNE.  I  believe  the  last  fact  to  which  I  testified  was  the 
conversation  had  with  Mr.  Hoover  at  the  Metropolitan  Club,  in 
which  he  indicated  that  he  would  appoint  this  commission  whether 
the  refiners  agreed  or  not,  and  then  you  were  asking  something  as  to 
whether  any  discussion  was  had  as  to  whether  or  not  the  decrees  of 
that  body  would  be  enforceable.    That  is  where  we  left  off. 

The  Chairman.  Do  vou  remember  when  it  was,  now,  that  the  price  ' 
of  $7.25  was  fixed  for  beet  sugar  ? 

Mr.  WooLwiNE.  I  could  not  recall  that. 

The  Chairman.  But  it  was  long  before  this  grand  jury  investiga- 
tion started? 

Mr.  WooLwiNE.  So  I  understand. 

The  Chairman.  Do  you  think  of  anything  else  that  we  ought  to  be 
informed  of? 

Mr.  WooLwiNE.  I  will  onlv  state  this :  That  that  matter  as  to  the 
appointment  of  these  commissions  in  the  various  districts  is,  so  I  am 
informed,  going  ahead;  and  I  have  had  assurances  even  as  late  as 
this  morning  from  Judge  Lamb,  who  is  one  of  the  attorneys  for  the 
Food  Administration,  that  these  committees  will  be  appointed,  and 
with  such  authority  as  the  Food  Administration  has  the  right  to 
give,  to  conduct  the  inquiry  and  to  determine  the  price  of  beets. 

The  Chairman.  This  letter  that  is  written  here  from  Mr.  Hoover, 
I  believe  bearing  date  of  November  13,  the  last  letter  introduced, 
was  addressed  to  the  Associated  Beet  Growers.  Is  that  an  associa- 
tion that  embraces  most  of  the  beet  growers  of  southern  California? 

Mr.  WooLwiNE.  No;  so  I  am  informed;  it  represents  about  47,000 
acres.  There  are  approximately  100,000  acres  in  southern  California, 
as  I  understand,  and  sometimes  it  runs  as  high  as  120,000.  Am  I 
right,  Mr.  Bishop  ? 

Mr.  Bishop.  Yes. 

The  Chairman.  This  association,  then,  represents  approximately 
one-third  of  the  acreage? 

Mr.  WooLwiNE.  I  should  say  more. 

The  Chairman.  More  than  one-third  ? 

Mr.  WooLWiNE.  There  are  persons  here  representing  other  sec- 
tions— a  large  acreage. 

The  Chairman.  The  letter  of  Mr.  Hoover  was  to  the  tenor  and 
effect  that  you  should  take  the  prices  that  had  been  fixed,  and  that  the 
prices  were  fair.  You  did  not  get  Mr.  Hoover  out  of  that  frame  of 
mind  until  you  began  to  have  these  mass  meetings  and  the  grand  jury 
investigations,  and  finally  came  on  to  Washington  ? 

Mr.  WooLWiNE.  I  could  not  testify  as  to  Mr.  Hoover's  frame  of 
mind.  I  know  this,  that  Merritt,  the  food  commissioner  for  Cali- 
fornia, in  the  mass  meeting  urged  upon  the  beet  growers  there  assem- 
bled— ^there  was  a  tremendous  acreage  represented,  for  there  were 
approximately  600  growers  there,  who  had  come  there  on  about  24 
hours'  notice — that  the  price  offered  by  the  refiners  was  fair  and  ad- 
vised the  beet  growers  to  take  that  price,  and  said  that  what  he  had  to 
say  there  was  to  be  final,  that  there  was  no  appeal  from  what  he  did 
there,  that  it  had  to  be  settled  that  afternoon. 

The  Chairman.  What  day  was  that? 
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Mr.  WopLWiNE.  The  7th  of  December,  1917.  I  have  a  transcript  of 
the  proceedings  of  that  mass  meeting. 

The  Chairman.  Have  you  it  with  you  ? 

Mr.  WooLWiNB.  No.  1  can  get  it  right  here.  It  is  the  only  thing  I 
did  not  bring  up  here. 

The  Chairman.  It  is  in  town,  is  it  ? 

Mr.  WooLwiNB.  Yes. 

The  Chairman.  We  would  like  to  havfe  it. 

Mr.  WooLwiNE.  That  contains  a  transcript  of  the  entire  proceed- 
ings, with  the  exception  that  the  reporter  did  not  get  there  in  time  to 
take  the  remarks  or  myself  in  a  talk  that  I  made  to  the  mass  meeting, 
and  the  remarks  of  some  other  persons,  previous  to  the  main  discus- 
sion there.  But,  so  far  as  the  discussion  of  that  situation,  in  its  de- 
tails is  concerned,  the  transcript  contains  it  all. 

The  Chairman.  Do  you  think  of  anything  else? 

Mr.  WooLwiNE.  I  think  not. 

The  Chairman.  We  will  thank  you  if  you  will  produce  the  papers 
you  spoke  of. 

Mr.  WooiiWiNB.  I  have  here  a  copy  of  the  agreement  that  was 
reached  in  this  milk  proposition  to  which  I  have  called  your  attention. 

The  Chairman.  We  are  not  investigating  milk;  unless  it  is  con- 
nected with  this  other  matter. 

Mr.  WooLwiNE.  No.  They  said  it  would  be  done  under  the  same 
terms,  and  according  to  the  same  procedure.  I  would  rather  keep 
that,  if  you  do  not  care  to  have  it. 

Senator  Jones.  Mr.  Chairman,  I  have  handed  me  here,  as  a  mem- 
ber of  the  committee,  a  letter  from  Mr.  Hoover,  to  which  he  attaches 
a  statement,  and  asked  that  it  be  read  into  the  record  in  view  of  his 
inability  to  appear  before  the  committee  to-day.  I  suggest  that  you 
read  the  letter.    It  is  short. 

The  Chairman.  I  will  read  the  letter,  but  I  am  not  in  favor  of 
putting  in  these  ex  parte  statements  that  we  have  no  change  to  ex- 
amine about.  The  letter  is  addressed  to  the  Senate  subcommittee. 
There  are  a  number  of  pages  of  this,  possibly  20.  I  will  submit  it  to 
the  committee.  Let  us  go  on  with  the  witnesses.  It  will  take  an  hour 
to  read  that. 

TESTIMONY  OF  CLYDE  BISHOP,  OF  SAUTA  ANA,  CAI. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  State  your  full  name. 

Mr.  Bishop.  Clyde  Bishop. 

The  Chairman.  Where  do  you  reside? 

Mr.  Bishop.  I  reside  at  Santa  Ana,  Orange  County,  Cal. 

The  Chairman.  Your  occupation  or  profession  ? 

Mr.  Bishop.  I  am  an  attorney  at  law. 

The  Chairman.  Have  you  had  any  connection  with  the  beet  growers 
or  with  the  beet  manufacturers? 

Mr.  Bishop.  Yes,  sir ;  that  is,  with  the  growers ;  and  with  the  manu- 
facturers as  far  as  we  are  able  to  get  into  conference  with  them. 

The  Chairman.  You  came  here  to  Washington  with  this  delega- 
tion of  beet  growers  and  interested  parties  that  Mr.  Wool  wine  just 
told  about,  did  you  ? 
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Mr.  Bishop.  Yes,  sir. 

The  Chairman.  And  you  have  been  subpoenaed  over  here? 

Mr.  Bishop.  Yes,  sir. 

The  Chairman.  I  will  thank  you  now  if  you  will  tell  us  what  you 
know  of  the  beet  situation  in  California. 

Mr.  Bishop.  Mr.  information  is  gained  by  having  lived  30  years 
in  the  district  there,  particularlv  in  Orange  County,  in  which  five 
out  of  the  nine  factories  of  soutlbern  Caliiornia  are  located ;  also  I 
have  numerous  clients  among  the  beet  growers  and  was  the  organizer 
and  attorney  for  the  Associated  Beet  Growers  of  Southern  Cali- 
fornia, which  embraces  some  four  hundred  and  odd  actual  growers 
in  number  and  practically  50,000  acres  of  actual  beet-growing  acre- 
age. 

The  Chairman.  What  is  the  name  of  that  company? 

Mr.  Bishop.  That  is  the  Associated  Beet  Growers  of  Southern 
California,  a  nonprofit  membership,  legally  organized  California 
corporation.  I  have  in  my  possession  here  a  copy  of  its  articles  of 
incorporation  and  its  by-laws,  if  you  want  them  both. 

The  Chairman.  You  might  file  them. 

(The  papers  referred  to  are  printed  in  the  record  in  full,  as  fol- 
lows:) 

Exhibit  No.  108. 

[Bishop  No.  1.] 

Articles  of  incorporation  and  by-laws  of  the  Associated  Sugar  Beet  Growers 
of  Southern  California. 

ABTICLKS  or  INCORPORATION. 

Know  aU  men  by  these  presents,  that  we,  the  undersigned,  aU  of  whom  are 
residents  of  the  State  of  California,  have  and  do  this  day  voluntarily  associate 
ourselves  together  for  the  purpose  and  with  the  intent  to  incorporate  and  to 
form  a  corporation  under  and  by  virtue  of  the  laws  of  the  State  of  California, 
and  to  that  end  we  do  agree,  certify,  and  declare  as  follows : 

First  The  name  of  this  corporation  shall  be  "Associated  Sugar  Beet  Growers 
of  Southern  California." 

Second.  The  purposes  for  which  this  corporation  is  formed  are  as  follows : 

(a)  To  receive  and  admit  members  to  the  corporation  and  to  have  a  member- 
ship thereof  consisting  of  growers  and  producers  of  sugar  beets. 

(6) To  collect,  obtain,  procure,  compile,  and  publish,  for  the  use,  benefit,  wel- 
fare, and  advantage  of  the  members  of  the  corporation  in  their  business  of  grow- 
ing and  producing  sugar  beets,  all  useful  information,  data,  and  statistics, 
whether,  financial.  Industrial,  scientific,  or  otherwise. 

(c)  To  investigate  conditions,  methods,  means  and  practices  concerning  the 
Industry  of  sugar-beet  growing  and  the  making  and  marketing  of  sugar. 

(cf )  To  represent  the  members  of  the  corporation  in  all  controversies,  investi- 
gations, and  arbitrations  before  any  and  all  committees,  bodies,  or  officers, 
whether  political,  industrial,  or  legislative,  and  whether  legally  created  or  volun- 
tarily assembled.  ' 

(e)  When  requested  by  any  member  or  members  of  the  corporation,  to  investi- 
gate any  and  all  contracts  offered  or  tendered  by  manufacturers  of  sugar  or 
intended  to  be  entered  into  by  manufacturers  of  sugar  with  and  by  members 
of  the  corporation  concerning  the  growing,  harvesting,  and  sale  of  the  sugar- 
beet  product  of  such  member  or  members;  to  advise  such  member  or  members 
as  to  the  form,  conditions,  and  legal  effect  of  all  such  contracts,  and  by  all  legal 
means  and  efforts  to  procure  the  best  and  most  advantageous  conditions  and 
terms  of  contracts  concerning  the  growing,  harvesting,  and  sale  of  the  sugar- 
beet  product  of  any  and  all  members  of  the  corporation. 

(/)  To  assist,  advise,  and  benefit  the  members  of  the  corporation  in  their 
borrowing  of  money  at  the  lowest  obtainable  rate  of  Interest  and  their  procure- 
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ment  and  employment  of  labor  at  a  fair  scale  of  wages  In  order  to  enable  them 
to  properly  conduct  and  carry  on  their  business  of  growing  and  marketing  sugar 
beets. 

io)  To  provide  for  the  calling  and  holding  of  meetings  and  assemblages  of  the 
members  of  the  corporation  for  the  purpose  of  mutual  discussion  and  Interchange 
of  views  upon  and  concerning  the  industry  of  sugar-beet  growing  and  generally 
to  advance  thereby  the  industrial,  economic,  and  social  conditions  and  welfare 
of  the  members  thereof, 

(h)  To  appoint,  employ,  and  pay  agents  of  and  for  the  corporation  to  investi- 
gate, examine,  and  make  reports  concerning  any  and  all  complaints,  grievances, 
and  claims  of  the  members  involved  in  the 'sugar-beet  industry  and  proper  to 
be  comprehended  and  investigated  by  the  corporation,  and  also  to  appoint, 
employ,  and  pay  agents  to  represent  the  corporation  and  Its  members  in  the 
factories,  warehouses,  and  places  of  business  of  sugar  manufacturers. 

({)  To  receive,  by  purchase  or  otherwise,  all  real  and  personal  property 
necessary  and  convenient  for  the  business,  objects,  purposes,  and  powers  of  the 
corporation  and  to  hold,  enjoy,  encumber,  or  dispose  of  such  property,  both  real 
and  personal. 

(/)  To  make  contracts  and  create  Indebtedness,  Including  the  borrowing  of 
money,  not  inconsistent  with  the  objects,  purposes,  and  jwwers  of  the  corpora- 
tion ;  and  to  carry  out  and  perform  all  such  contracts  and  to  pay  and  discharge 
all  indebtedness  created. 

(fc)  To  do,  perform,  and  execute  any  and  all  acts  and  things  necessary, 
proper,  convenient,  or  essential  to  the  whole  and  complete  enjoyment,  accom- 
plishment, and  fulfillment  of  the  objects,  purposes,  and  powers  of  the  cor- 
poration, or  which  is.  or  from  time  to  time  may  appear  to  be,  necessary  or 
Incident  thereto;  provided,  that  no  act  or  acts  of  the  corporation  shall  be  for 
the  purpose  of  gain  or  to  gain  or  obtain  profit,  and  this  corporation  is  and 
shall  be  created  and  exist  for  purposes  other  than  profit,  and  is  not  created  and 
shall  not  exist  for  the  purposes  of  profit 

Third,  The  place  where  the  principal  business  of  this  corporation  is  to  be 
transacted  Is  the  city  of  Los  Angeles,  county  of  Los  Angeles,  State  of  California. 

Fourth.  The  term  for  which  this  corporation  is  to  exist  is  50  years  from  and 
after  the  date  of  its  incorporation. 

Fifth.  This  corporation  is  not  formed  for  the  purpose  of  profit  and  is  formed 
for  purposes  other  than  profit  within  the  true  intent  and  meaning  of  that  term 
as  used  in  subdivision  5  of  section  290  of  the  Civil  Code  of  the  State  of  Cali- 
fornia, and  its  corporate  powers,  business,  and  property  may  and  shall  be 
exercised,  conducted,  and  controlled  by  a  board  of  directors  consisting  of  such 
number  of  directors  as  may  be  provided  in  the  constitution  and  by-laws  of 
the  corporation  to  be  hereafter  adopted,  and  this  corporation  may  in  its  con- 
stitution and  by-laws  provide  for  the  length  of  time  that  the  directors  or  any 
number  thereof  shall  act,  and  may  In  like  manner  provide  that  certain  directors, 
to  be  selected  by  the  corporation,  or  board  of  dlrectoi-s,  In  the  manner  and  mode 
to  be  provided  for  in  the  constitution  and  by-laws,  shall  act  for  any  length 
of  time  therein  specified ;  provided,  however,  that  the  number  of  directors  shall 
not  be  less  than  three  and  the  names  and  residences  of  the  three  who  are  and 
have  been  appointed  for  the  first  year  are  as  follows,  to  wit:  Alex.  Jeffrey. 
Zelzah,  Los  Angeles  County,  Cal. ;  V.  E.  Wire,  Chlno,  San  Bernardino  County, 
Cal. ;  F.  D.  Plavan,  Talbert.  Orange  County,  Cal. 

Sixth.  This  corporation  shall  have  no  capital  stock,  but  shall  have  members, 
and  shall  consist  of  and  be  composed  of  members  only. 

BY-LAWS. 

Article  I.  Name, — ^The  name  of  this  corporation  shall  be  Associated  Beet 
Growers  of  Southern  California. 

Art.  II.  Number  of  directors. — This  corporation  is  formed  for  purposes 
other  than  profit  within  the  true  Intent  and  meaning  of  that  term  as  used  In 
subdivision  5.  section  290,  of  the  Civil  Code  of  the  State  of  California,  and  Its 
corporate  powers,  business,  and  property  shall  be  exercised,  conducted,  and  con- 
trolled by  a  board  of  directors  of  such  number  as  shall  be  provided  by  these 
by-laws,  and  until  otherwise  provided  the  number  of  directors  shall  be  nine,  and 
five  directors  shall  constitute  a  quorum. 

Term  of  directors,— The  time  that  a  director  shall  act  Is  hereby  fixed  at  two 
years  from  and  after  the  annual  meeting  of  members  at  which  he  Is  elected, 
and  until  his  successor  Is  elected  and  qualified :  Provided,  however.  That  the 
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first  nine  directors  of  the  corporation  elected  on  the  9th  dny  of  June,  1917,  shall, 
at  their  first  meeting,  so  classify  themselves  by  lot  that  a  majority  of  them 
shall  Ko  out  of  office  at  the  expiration  of  one  year  and  a  minority  of  them  shall 
go  out  of  office  at  the  expiration  of  two  years  from  that  date,  and  at  the  annual 
meeting  of  members  tliereaf tcr  a  majority  or  a  minority  of  the  board  of  directors, 
as  the  case  may  be,  shall  alternately  be  elected  to  serve  for  two  years. 

All  vacancies  occurring  in  the  oftice  of  dire<!tor  shall  be  filled  by  appointment 
by  the  directors  then  in  office,  and  the  appointed  person  shall  serve  during  the 
unexpired  term  of  his  predecessor  and  must  possess  all  of  the  qualifications  of 
the  director  whose  successor  he  Is, 

Qualification  of  directors. — Each  director  shall  be  a  member  of  the  corporation 
In  good  standing  and  shall  be  an  actual  and  bona  fide  resident  of  the  territory  or 
district  from  wliich  he  is  electeil,  which  territory  or  district  shall  have  been 
previously  establislied  by  the  board  of  directors,  provided  always  one  director 
shall  be  of  the  Japanese  race  ami  a  resident  of  the  State  of  Californioi. 

The  board  of  directors  shall  from  time  to  time,  by  a  resolution  duly  passed 
and  adopted  by  them  and  entere<l  upon  their  minutes,  divide  the  State  of  Cali- 
fornia, or  such  portion  thereof  as  Is  devoted  to  the  Industry  of  growing  sugar 
beets,  into  territory  or  districts ;  provided,  however,  that  all  of  the  members  of 
the  corporation  of  the  Japam^se  race  shall  constitute  one  district  and  there  shall 
be  as  many  districts  as  there  are  members  of  the  board  of  directors. 

Election  of  directors. — All  directors  shall  be  elected  by  the  members  of  the 
corporation,  and  each  member  may  cast  as  many  votes  for  one  director  as  there 
are  directors  to  be  elected,  or  may  distribute  the  same  among  any  or  all  candi- 
dates, but  no  director  shall  serve  unless  he  possesses  all  of  the  qualifications. 
Including  residential  qualification,  provided  for  in  these  by-laws;  but  members 
residing  in  a  district  may  nominate  or  propose  a  director  for  the  district  in 
which  the  nominated  or  proposed  director  and  such  members  reside.  A  member 
may  be  present  and  vote,  or  he  or  she  may  have  their  vote  cast  by  a  valid  proxy 
held  by  a  member  present  and  voting. 

Duties  of  directors. — To  cause  to  be  kept  a  complete  record  of  all  the  minutes, 
acts,  and  other  proceedings  of  the  members,  and  present  a  full  statement  and 
record  thereof  at  the  annual  meeting  of  the  members. 

To  supervise  all  officers,  agents,  and  employees  of  the  corporation  and  see  that 
their  duties  are  properly  performed. 

To  exercise,  conduct,  and  control  the  powers,  business,  and  property  of  the 
corporation  In  an  economic,  safe,  and  legal  manner  for  the  best  interest  of  the 
con>omtion  and  its  members,  in  order  to  fully  carry  out  and  obtain  the  purposes 
for  which  the  corporation  was  formed. 

Powers  of  directors. — To  call  special  meetings  of  the  members  when  they  deem 
It  necessary,  ond  they  shall  call  a  meeting  M'henever  requested  to  do  so  In  writ- 
ing, signed  by  one-third  of  the  members. 

To  appoint  and  remove  at  pleasure  all  officers,  agents,  and  employees  of  the 
corporation,  prescribe  their  duties,  fix  their  compensation,  and  require  of  them 
aecurlty  for  faithful  performance. 

To  conduct,  manage,  and  control  the  affairs  and  business  of  the  corporation 
and  to  make  rules  and  regulations  therefor  not  Inconsistent  with  the  laws  of 
the  State  of  California,  or  these  by-laws  for  the  guidance  of  the  officers  and 
management  of  the  corporation. 

To  incur  indebtedness,  the  term  and  amount  of  such  indebtedness  shall  be 
entered  in  the  minutes  of  the  board,  and  the  note  or  obligation  given  for  the 
same,  signed  officially  by  the  president  and  secretary,  shall  be  binding  upon  the 
corporation. 

Art  III.  Qualification  of  memhcrs, — Any  natural  person  actually  engaged  in 
the  business  of  growing  sugar  beets  in  the  State  of  California  may  become  a 
member  of  this  corporation  when  admitted  to  membership  as '  provided  for 
hereinafter  in  these  by-laws. 

Manner  of  admission. — Any  person  desiring  to  become  a  member  of  the  cor- 
poration shall  make  application  therefor  in  writing,  signed  by  him  or  her, 
showing-^(a)  Place  of  residence;  (6)  number  of  acres  devoted  to  sugar  beets; 
(c)  where  located;  (d)  whether  the  land  is  owned  or  rented  by  applicant; 
(c)  name  of  factory  to  which  crop  of  preceding  year  was  sold;  (/)  name  of 
factory  to  which  present  or  succeeding  crops  are  to  be  delivered;  (g)  such 
further  information  as  is  required  by  the  board  of  directors;  (7t)  an  agreement 
to  accept,  be  bound,  and  governed  by  the  by-laws,  rules,  and  regulations  of  the 
corporation. 
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When  an  application  is  presented  to  the  board  of  directors  at  a  meeting 
thereof,  accompanied  by  the  membership  fee,  the  board  shall,  by  a  majority 
vote,  either  reject  or  accept  the  applicant  If  rejected,  the  applicant  shall  not 
become  a  member,  but  may  reapply  for  membership  at  any  time  thereafter. 
If  accepted,  the  applicant  shall  become  a  member  and  his  application  shall  be 
filed,  and  the  applicant  shall  assume  all  the  legal  obligations,  incident  to  man- 
bership  in  this  corporation  and  be  subject  to  all  the  duties  and  obligations  of 
law  and  of  these  by-laws,  the  same  as  if  such  member  had  actually  signed  and 
subscribed  the  by-laws. 

A  certificate  of  membership  may  be  Issued  to  all  members  of  the  corporation. 

Withdrawal  of  members, — ^A  member  of  this  corporation  shall  have  the  right 
to  withdraw  therefrom  by  payment  of  all  unpaid  dues  owing  to  the  corporation 
on  account  of  his  membership  and  filing  with  the  secretary  of  the  corporation  a 
notice  in  writing,  signed  by  the  member,  that  he  withdra\^s,  provided  such 
notice  must  be  filed  with  the  secretary  on  or  before  the  first  Saturday  in  the 
month  of  November  of  each  year,  and  unless  a  member  shall  file  the  notice  of 
withdrawal  on  or  before  the  first  Saturday  In  the  month  of  November  he  shall 
not  have  the  right  to  withdraw  until  the  next  November. 

The  board  of  directors  from  time  to  time  may  fix  and  establish  a  fee  or  sum 
of  money  to  be  paid  by  an  applicant  as  consideration  for  his  admission  to  mem- 
bership In  this  corporation. 

Abt.  IV.  OfUccri, — ^The  officers  of  the  corporation  shall  be  a  president,  vice 
president,  secretary,  and  treasurer,  which  officers  shall  be  elected  by  and  hold 
office  at  the  pleasure  of  the  board  of  directors.  The  compensation  and  tenure  of 
office  of  all  officers  of  the  corporation  (other  than  directors)  shall  be  fixed  and 
determined  by  the  board  of  directors. 

Abt.  V.  President. — ^The  board  of  directors  shall,  at  their  first  meeting  after 
the  adoption  of  these  by-laws,  elect  one  of  their  number  to  act  as  president,  and 
at  the  same  time  elect  one  of  their  number  vice  president,  who  shall  take  the 
place  of  and  perform  the  duties  of  president  In  the  absence  or  Inability  of  the 
president  to  act. 

In  the  absence  of  both  the  president  and  vice  president  the  board  of  directors 
shall  appoint  one  of  their  number  to  act  as  president,  and  for  the  time  being 
such  appointed  director  shall  be  vested  with  all  the  powers  and  perform  all  of 
the  duties  and  functions  of  the  office  of  president 

The  president  shall  preside  over  all  meetings  of  the  members  and  directors 
and  shall  have  the  casting  vote. 

He  shall  sign  as  president  all  certificates  of  membership,  all  contracts,  and 
other  Instruments  In  writing  which  have  been  first  approved  by  the  board  of 
directors,  and  shall  draw  checks  upon  the  treasurer. 

He  shall  call  the  directors  together  whenever  he  deems  it  necessary,  and  shall 
have,  subject  to  the  advice  of  the  directors,  direction  of  tJie  affairs  of  the  cor- 
poration and  of  the  agents  and  employees  thereof. 

The  president  or  three  of  the  directors  may  call  special  meetings  of  the 
directors  at  any  time,  and  notice  shall  be  given  of  such  called  meeting  by  mail- 
ing notice  thereof  to  each  director  or  leaving  a  written  or  printed  noUce  at  the 
last-known  place  of  business  or  residence  of  the  director  at  least  12  hours  before 
the  meeting. 

Such  service  of  notice  shall  be  entered  upon  the  minutes  of  the  corporation, 
and  the  said  minutes  when  read  and  approved  at  a  subsequent  regular  meet- 
ing of  the  board  shall  be  conclusive  upon  the  question  of  service. 

Art.  VI.  Secretary. — It  shall  be  the  duty  of  the  secretary  to  keep  a  com- 
plete record  of  the  proceedings  of  the  board  of  directors  and  of  the  members. 

He  shall  keep  the  corporate  seal  of  the  corporation  and  shall  fill  out  and 
countersign  all  certificates  of  membership  and  make  the  corresponding  entry 
In  the  margin  of  the  book  of  certificates,  and  he  shall  affix  the  corporate  seal 
to  all  papers  requiring  a  seal. 

He  shall  keep  proper  account  books,  attest  all  checks  drawn  upon  the  treas- 
urer, and  discharge  such  other  duties  as  are  prescribed  from  time  to  time  by 
the  board  of  directors. 

The  secretary  shall  serve  all  notices  required  either  by  law^  or  these  by-laws. 
In  case  of  his  absence  or  inability,  or  refusal,  or  neglect  to  do  so,  then  such 
notices  may  be  served  by  any  person  thereunto  directed  by  the  president  or 
vice  president  of  the  corporation. 
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Abt.  VII.  Treasurer. — ^The  treasurer  shall  receive  and  safely  keep  all  of  the 
fands  of  the  corporation  and  pay  them  out  only  on  the  check  of  the  pi-esiclent, 
attested  by  the  secretary  and  countersigned  by  the  treasurer. 

Abt.  VIII.  Meetings, — ^The  annual  meeting  of  the  members  of  the  corpora- 
tion shall  be  held  in  the  city  of  Los  Angeles,  county  of  Los  Angeles,  Cal.,  at  the 
hour  of  10  o'clock  in  the  forenoon  of  the  first  Saturday  in  the  month  of  June  ia 
each  year,  and  shall  be  called  by  a  notice  printed  in  the  Daily  Journal,  a  news- 
paper published  in  the  city  of  Los  Angeles,  Oal.,  by  at  least  three  insertions 
therein  next  preceding  the  date  of  such  annual  meeting. 

Regular  meetings  of  the  board  of  directors  shall  be  held  at  the  office  of  the 
corporation  on  the  first  Saturday  in  each  month;  at  all  meetings  of  the  mem- 
bers a  majority  shall  constitute  a  quorum  to  transact  business. 

Art.  IX.  Amendments, — ^The  by-laws  may  be  repealed  or  amended  or  new 
by-laws  may  be  adopted  at  the  annual  meeting  or  at  any  other  meeting  of  the 
members  called  for  that  purpose  by  the  directors  by  a  vote  representing  two- 
thirds  of  the  members.  The  written  assent  of  two- thirds  of  the  members  i» 
effectual  to  repeal  or  amend  these  by-laws  or  to  adopt  additional  by-laws. 

The  power  to  repeal  and  amend  these  by-laws  and  to  adopt  new  by-laws  may, 
by  a  similar  vote  at  such  meeting  or  similar  written  assent,  be  delegated  to 
the  board  of  directors. 

Any  amendment  or  new  by-law  when  adopted  must  be  copied  in  this  book 
of  by-laws  and  immediately  after  them. 

The  fact  and  date  of  repeal  of  a  by-law,  showing  the  meeting  at  which  the 
repeal  was  enacted  or  written  assent  was  filed,  must  be  stated  in  the  margin 
of  the  article  repealed,  and  until  so  copied  or  stated  no  by-law,  nor  any 
amendment  or  repeal  thereof,  can  be  enforced  against  any  person  not  having 
actual  notice  thereof. 

Art.  X.  Seal, — ^The  corporation  shall  have  a  seal  consisting  of  a  circle  hav- 
ing upon  its  circumference  the  words  "Associated  Sugar  Beet  Growers  of 
Southern  California.  Jx)s  Angeles,  Gal."  And  in  the  center  "  Incorporated 
May  31,  1917." 

Mr.  Bishop.  The  purpose  of  the  association^  as  the  articles  will 
show,  was  to  create  a  body  that  by  the  association  of  interests  could 
become  effective  for  the  purpose  of  increasing  acreage  and  benefiting 
the  condition  of  the  grower,  the  assembling  of  data,  furnishing  of 
information,  and  to  present  their  cause  to  any  organized  body.  We 
came  to  Washington,  as  Mr.  Woolwine  stated,  in  order  to  present  to 
Mr.  Hoover  correctly  the  conditions,  so  far  as  the  grower  is  con- 
cerned, as  we  know  it  from  experience  in  southern  California. 

The  Chairmax.  Tell  us  what  that  condition  is.  Bv  the  way,  as 
you  ffo  alon^,  if  you  can,  I  wish  you  would  tell  us  tne  prices  that 
havel>een  paid  for  beets. 

Mr.  Bishop.  The  conditions  in  southern  California,  so  far  as  the 
ffrowing  of  beets  is  concerned,  are  as  follows :  The  cost  of  the  pro- 
duction of  an  acre  of  sugar  beets,  on  the  average  throughout  that 
district,  from  Lomboc,  Santa  Barbara  County,  to  Chino,  San  Ber- 
nardino County,  is  practically  $95. 

Senator  Vardaman.  Ninety-five  dollars  an  acre? 

Mr.  Bishop.  Yes,  sir;  that  is  the  production  cost.  I  can  present 
you  assembled  data  from  actual  investigation  made  from  growers^ 
if  you  desire  me  to  do  so,  showing  the  items  that  go  to  make  up  that 
cost  The  actual  average  production  of  tonnage  per  acre  for  the 
same  territory  is  practically  9^  tons.  The  actual  sugar  percentage  of 
the  beets  grown  in  that  same  territory  is  17.5  per  cent  sugar.  The 
price  offered  by  the  factories  to  the  grower  since  the  inauguration  of 
the  sugar  manufactory  out  of  beets  in  Orange  County — and  I  saw 
the  first  factory  buUt  and  tiie  last  one  built — ^nas  been  $4.50  for  beets 
producing  or  containing  15  per  cent  sugar,    i 
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Senator  Vardaman.  That  is  the  average  price  for  all  these  years! 

Mr.  Bishop.  That  is  the  base,  Senator,  always.  Those  contracts 
simply  start  with  a  base  figure  of  $4.50  a  ton  for  15  per  cent  beets. 
Up  until  this  present  year  they  have  also  contained  a  clause  that  for 
each  percentage  of  sugar  above  15  per  cent  an  additional  30  cents 
per  cent  would  be  paid. 

The  Chairman.  Thirty  cents  t 

Mr.  Bishop.  Yes,  sir ;  that  is,  up  until  the  present  contract  now 
being  offered  the  grower,  and  with  a  decrease  of  25  cents  for  each 
per  cent  that  it  fell  below  15  per  cent  down  to  and  including  11  per 
cent,  at  which  they  had  the  right  under  the  contract  to  reject  the 
beets  and  not  manufacture  them  into  sugar.  This  last  year,  or  the 
crop  which  they  began  to  harvest  about  August,  and  wKich  is  now 
practically  complete,  they  did  raise  from  $4.50  by  two  raises  until 
they  finally  reached  $6.50.  The  first  raise  was  offered  immediately 
after  a  session  held  by  the  association  with  Mr.  Winestock,  the  State 
Market  Director  of  California,  and  representatives  of  the  factories. 
Thev  voluntarily  made  that  raise  and  have  paid  it. 

The  Chairman.  What  was  it  that  induced  them  to  voluntarily 
doit? 

Mr.  Bishop.  I  presume  it  was  the  agitation  that  went  on.  I  never 
have  given  them  credit  for  doing  anything  out  of  the  largeness  of 
their  hearts.  I  think  they  did  it  simply  because  they  did  not  want 
tlio  facts  to  be  shown  which  we  are  endeavoring  to  show.  That  is 
my  version  of  it  I  may  be  entirely  wrong.  But  nevertheless  it  was 
following  that  session  that  the  raise  was  made  within  the  next  two 
days. 

Senator  Vardaman.  What  is  the  average  production  of  sugar  per 
acre  ? 

Mr.  Bishop.  The  averag:e  production,  Senator,  could  be  easily 
arrived  at  by  a  multiplication  of  9J  tons  at  an  average  of  the  17.5 
sugar  content.  That  is  the  average.  Your  Federal  Trade  Com- 
mission says  that  the  average  production  for  sugar  beets  in  southern 
California  for  a  period  from  1904-1914  of  tonnage  per  acre  was 
10.26  tons.  But  there  has  been  a  decided  falling  off  in  the  past 
three  years  of  tonnage  per  acre,  based  upon  the  depletion  of  the 
soil,  the  soil  not  being  kept  up  by  fertilization.  That  is  a  scientific 
truth. 

The  Chairman.  At  the  prices  that  have  been  paid,  were  the  farm- 
ers able  to  make  any  money  ? 

Mr.  Bishop.  Lict  me  complete  my  statement  now.  Senator. 

The  Chairman.  Very  well. 

Mr.  Bishop.  This  year  they  did  put  forth  a  contract,  after  the 
agitation  commenced,  after  the  association  had  twice  written  them 
courteously  for  an  opportunity  to  confer  with  them  upon  three 
problems  which  seem  to  be  serious  to  the  grower,  namely,  the  labor 
conditions;  second,  the  right  to  have  representatives  in  the  refiner- 
ies or  in  the  factories  for  the  purpose  of  the  test  of  sugar  content, 
for  the  purpose  of  the  tare,  and  weighmasters  for  the  purpose  of 
the  weights;  and,  third,  upon  price.  Those  three  things  we  desired 
to  confer  with  them  on,  and  twice  wrote  them,  and  were  met  with 
absolutely  being  ignored,  except  by  one  factory,  who  did  write  ns 


8K0BTAGE  OF  SUOAB.  481 

a  courteous  letter  to  the  effect  that  the  contract  they  were  offering 
was  eminently  fair  and  they  thought  there  was  nothing  for  us  to 
discuss.  That  was  Mr.  J.  Koss  Clark's  factory,  at  Los  Alamitos. 
Cal.  However,  they  then  put  out  a  contract  in  which  they  proposed 
to  pay  $7  for  15  per  cent  beets,  and  47  cents  for  each  percentage 
over  and  above  15  per  cent  beets.  This  contract  was  not  satisfactory 
to  the  grower.  The  grower  can  not  produce  beets  in  southern  Cal^r 
fomia  at  a  profit  at  any  such  figure. 

The  Chairman.  Why? 

Mr.  Bishop.  Because  of  the  tonnage  produced,  the  sugar  content, 
and  the  cost  of  production. 

The  Chairman.  But  you  did  raise  them  for  years  at  $4.50  and  got 
along  in  some  way? 

Mr.  Bishop.  Yes. 

The  Chairman.  And  now  when  it  goes  up  to  $7,  what  is  the 
reason  that  he  can  not  do  it? 

Mr.  Bishop.  The  reason  is  this :  You  know  that  the  cost  of  nearly 
everything  that  the  farm  has  to  buy  has  doubled  in  price.  Then 
there  is  the  depletion  of  the  soil  by  constant  planting,  and  it  is  not 
being  brought  back  by  fertilization,  and  then  there  is  the  increase  in 
the  cost  of  labor. 

Senator  Vardaman.  What  is  the  cost  per  acre  of  proper  fertiliza- 
tion?   Do  you  fertilize  it  every  year? 

Mr.  Bishop.  The  orange  orchard  costs  from  $8  to  $12,  and  I  can 
not  see  why  the  same  would  not  apply  to  beets. 

Senator  vardaman.  How  are  these  beets  raised — by  small  farmers 
or  in  large  quantities? 

Mr.  Bishop.  Seventy-five  per  cent  of  the  beets  raised  in  southern 
California  are  raised  by  renters  on  an  acreage  varying  from  75  to 
200.    There  are  some  that  are  larger  than  that. 

Senator  Vardaman.  What  rent  do  they  pay  per  acre? 

Mr.  Bishop.  The  crop  rent  is  usually  one- fourth  to  one-third,  but 
the  average  is  7.24  of  the  crop.  That  is  what  they  pay  as  a  crop 
rent. 

Senator  Vardaman.  The  landlord  and  the  tenant  are  alike  inter- 
ested  in  the  question  that  you  are  discussing? 

Mr.  Bishop.  They  naturally  would  be. 

Senator  Vardaman.  Do  they  pay  money  rent? 

Mr.  Bishop.  There  is  consi^eratle  money  rent. 

Senator  Vardaman.  How  much  is  that  in  dollars  and  cents? 

Mr.  Bishop.  Usually  around  $27  per  acre. 

Senator  Vardaman.  What  are  those  lands  worth? 

Mr.  Bishop.  Those  lands  are  worth,  according  to  productive  value, 
from  $350  to  $400  per  acre,  and  the  assessed  value  is  about  $185  to 
^10  per  acre. 

Senator  Vardaman.  Are  the  lands  irrigated? 

Mr.  Bishop.  Some  of  them  are  irrigated  and  some  of  them  are 
drained.  The  lowlands  in  Orange  County  near  the  Pacific  Ocean 
re<^uire  drainage  in  the  wet  season,  and  those  farther  back  require 
irrigation  in  the  dry  season. 

Senator  Vardaman.  What  character  of  labor  have  you  t 
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Mr.  Bishop.  The  labor  is  largely  Mexican.  I  think  it  would  be 
fair  to  say  that  95  per  cent  of  the  thinning  and  hoeing  and  topping 
and  loading  is  done  by  peon  Mexican  labor. 

Senator  Vabdaman.  They  work  by  the  day? 

Mr.  Bishop.  Heretofore,  up  until  the  present  year,  they  were  able 
to  secure  contracts.  One  Mexican  took  a  contract  and  secured  his 
own  labor.  This  jrear's  was  done  almost  entirely  by  day  labor, 
which  resulted  in  mighty  high  prices  for  labor. 

The  Chairman.  Speaking  about  Mexicans,  is  it  or  is  it  not  a  fact 
that  it  is  impossible  or  practically  impossible  to  get  white  labor, 
especially  white  native  labor,  to  do  the  work  on  these  beet  farms? 

Mr.  Bishop.  If  the  white  labor  desire  to  follow  agriculture,  they 
are  so  much  better  paid  in  the  nut  industries  and  the  citrus-fruit 
industry  that  they  will  not  touch  this  class  of  labor. 

Senator  Vardaman.  Do  you  use  very  much  Japanese  or  Chinese 
labor  ? 

Mr.  Bishop.  We  have  some  Japanese  and  Chinese  labor,  but  the 
Japanese  is  smart  enough  to  do  business  on  his  own  account.  He  is 
not  laboring  for  the  other  fellow  at  all. 

Senator  Vardaman.  He  is  a  progressive  man? 

Mr.  Bishop.  Yes.  One. of  tne  directors  of  this  association,  Mr. 
Tawa,  is  a  Japanese.    He  represents  5,000  acres  of  Japanese  land. 

The  Chairman.  You  heard  the  testimony  given  here  by  Mr.  Wool- 
wine  about  the  conferences  that  have  taken  place  in  Washington.  Do 
you  concur  in  his  version? 

Mr.  Bishop.  I  can  corroborate  everything  that  Mr.  Woolwine  has 
said  in  his  statement,  other  than  that  which  took  place  before  his 
grand  jury,  and  I  do  corroborate  it. 

The  Chairman.  If  the  price  of  beets  is  not  materially  raised,  what 
will  be  the  result  to  the  beet-producing  industry  in  California? 

Mr.  Bishop.  The  result  will  be  that  there  will  not  be  50  per  cent 
and  I  do  not  believe  over  45  per  cent,  of  the  acreage  of  1917  planted 
for  the  coming  season.  Mr.  Woolwine  stated  it  was  necessary  to 
commence  planting  on  a  certain  character  of  land  in  the  latter  part 
of  December,  and  that  is  correct.  The  other  planting  is  begun  along 
in  the  middle  of  February  to  the  middle  of  March. 

The  Chairman.  If  the  price  had  remained  where  it  was  on  No- 
vember 18,  when  this  letter  of  Mr.  Hoover's  was  written,  and  there 
had  been  no  relief  granted,  what  beets  would  have  been  planted? 

Mr.  Bishop.  Just  one  element  of  industry  would  have  been  carried 
out.  The  planter  who  was  a  renter  on  land  owned  by  the  sugar 
company  would  haVe  planted,  because  he  would  have  to  do  it.  The 
other  men  would  not  have  done  it. 

The  Chairman.  Do  the  sugar  companies  own  a  great  deal  of  land 
out  there? 

Mr.  Bishop.  Not  in  comparison  with  the  total  number  of  acres 
planted. 

The  Chairman.  Then  it  would  have  practically  been  a  death  blow 
to  the  sugar  business  in  that  country  ? 

Mr.  Bishop.  It  would,  so  far  as  the  coming  season  is  concerned,  or 
any  successive  season  where  the  conditions  prevail  as  they  do  now. 
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The  Chairman.  The  way  the  beet  producer  out  there  got  the  situ- 
ation remedied  was  by  these  agitations  and  grand-jury  investigations 
and  by  insisting  on  coming  here  to  be  heard? 

Mr.  Bishop.  I  presume  that  is  a  fair  summing  up  of  how  it  was 
brought  about 

The  Chairman.  Do  you  have  anything  to  add  to  what  Mr.  Wool- 
wine  said  about  the  way  he  suggested  or  proposed  that  the  beet  com- 
panies can  be  compelled  to  pay  the  price  that  is  fixed? 

Mr.  Bishop.  My  view  of  the  act  is  that  it  does  not  vest  in  the 
commission  the  power  to  appoint  a  commission  with  power  to  sup- 
poena  and  swear  witnesses  and  compel  them  to  produce  evidence,  nor 
do  I  think  it  has  power  to  say  to  the  manufacturing  company  that  a 
certain  price  is  fair  and  must  be  paid.  We  are  very  much  in  hopes, 
and  I  believe  it  will  be  accomplished,  that  the  refiner — and  when  I 
speak  of  the  refiner  I  refer  to  the  sugar  manufacturer — will  come  in 
and  indorse  upon  his  contract  that  he  will  abide  by  and  pay  an 
amount  per  ton  for  beets  that  this  commission,  after  taking  the  testi- 
mony, will  decide  is  fair.  I  think  they  will  do  that.  I  have  no 
quarrel  with  our  refiners,  except  that  they  want  all  of  the  money, 
and  do  not  want  the  farmer  to  have  any.  That  is  the  whole  story ; 
and  we  do  not  propose  to  have  it  that  way  if  we  can  help  ourselves. 

The  Chairman.  It  has  been  suggested  to  me  that  you  have  a  tabu- 
lation of  the  number  of  growers. 

Mr.  Bishop.  I  have  a  tabulation  here  compiled  by  William  Web- 
ster, who  is  the  field  manager  and  statistician  of  this  organization  I 
speak  of,  which  is  the  result  of  personal  interrogation  of  69  farmers 
in  the  entire  district  represented  by  the  association,  from  one  end  to 
the  other,  containing  their  residence  and  their  names,  showing  exactly 
what  they  found  it  cost  them. to  produce  beets  per  acre,  what  their 
losses  were  and  their  profits,  even  to  figuring  out  how  much  it  costs 
to  feed  the  horse  for  tne  number  of  days  that  he  works  in  the  field. 

The  Chairman.  Do  you  regard  that  from  your  experience  out 
there  as  a  reliable  statement  that  this  committee  can  take  with  assur- 
ance that  it  is  reasonably  correct? 

Mr.  Bishop.  This  statement  is,  in  my  judgment,  absolutely  all  right. 

The  Chairman.  I  suggest  that  we  put  this  tabulation  in  the  record 
and  have  it  marked. 

(The  tabulation  produced  by  the  witness  was  marked  "  Exhibit  No. 
109,  Bishop  2,"  and  is  as  follows:) 

Exhibit  No.  100. 

(*OST  OF  PBODITCINO  SUGAR  BEETS  IN  THE  SANTA  ANA  DISTRICT  DURING  1017. 

A  brief  field  survey,  coverlnpj  59  farms  on  which  sugnr  beets  were  grown  In 
1917.  was  made  during  early  December.  A  careful  estimate  of  all  cost  Items 
was  made,  beginning  with  the  cost  of  man  and  horse  labor  per  day  worked. 
Owner's  time  was  allowed  for  at  going  wage  of  teamsters  whenever  he  was 
actually  employed  on  the  beet  crop.  Each  operation  was  figured  separately 
and  the  total  man  and  horse  labor  per  acre  estimated.  An  Itemized  list  of 
equipment  was  charged  against  the  total  acreage  which  It  handled,  whether  in 
sugar  beets  or  some  other  farm  crop.  The  annual  repair  bills  were  also  figured. 
In  recapitulating  total  costs,  the  operating  costs  were  figured  ns  stated  above. 
Equipment  costs,  consisting  of  7  per  cent  interest  on  investment  in  equipment 
10  per  cent  depredation,  and  the  annual  repair  bills  were  added.    One  dollar  j 

and  twenty  cents  per  acre  was  allowed  for  Interest  on  working  capital  figured  ' 

on  $90  fai:  six  months  at  8  i)er  cent     Five  dollars  was  added  for  supervision.  I 
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This  cost  is  seldom  paid  out  In  cash,  but  seems  a  reasonable  allowance  for  sncfa 
service.    Land  rental  was  figured  at  seven  twenty-fourths  of  the  gross  retnras. 

These  data  cover  only  a  very  small  i)€r  cent  of  the  sugar-beet  growers.  They 
may  or  mny  not  apply  to  other  <ilstrlcts.  The  Inquiry  developtMl  two  point.v 
however,  which  seem  to  apply  rather  generally,  namely,  first,  there  Is  a  certain 
acreage,  indefinite  in  amount,  but  of  considerable  total  importance,  on  whidi 
beets  were  reasonably  profitable  during  1917,  but  on  which  beans  were  very 
much  more  profitable;  second,  there  is  another  acreage,  again  indefinite  lo 
amount,  but  of  considerable  total  Importance,  on  which  beets  have  been  grown 
year  after  yenr  without  fertilizers  until  satisfactory  yields  are  no  longer  pos- 
sible, under  the  past  system  of  management.  In  this  connection.  It  is  worthy 
of  note  that  only  one-sixth  of  the  farmers  interviewed  had  applied  fertilizer, 
and  some  of  those  only  In  a  very  limited  way. 

It  is  suggested  that  the  relations  between  the  landlord  and  tenant  are  fre- 
quently at  fault  in  tiie  sugar-beet  business.  Both  the  growers  and  refiners 
state  that  about  75  per  cent  of  the  beets  produced  in  southern  California  are 
groNMi  on  leased  land.  These  leases  are  almost  invariably  for  a  one-year  term 
only,  and  do  not  provide  for  fertilization.  It  seems  that  at  times,  too,  inflated 
valuations  are  used  on  which  to  base  rentals,  for  cash  charges  of  as  high  as 
$40  and  even  $50  per  acre  were  found.  Crop  rentals  seem  more  common  than 
cash  rentals  and  these  vary  from  one-third  to  one-fourth  the  crop. 

The  following  pages  give  a  tabulation  and  summary  of  tlie  data  presented. 

COST  OF  PBODUCTNO  SUGAB  BEETS,   1017. 


Buena  Park,  1  farm;  Downey-Norwalk,  26  farms;  Irvine,  1  farm;  Talbert 
5  farms;  Westminster,  10  farms;  Wintersburg,  16  farms.  Number  ncres  hi 
beets.  1917,  4.389.5 ;  yield,  10.76  per  cent ;  sugar.  17.5.  Receipts,  $S3.80.  Cost 
of  feeding  a  horse,  1917,  $151.30  per  year,  or  95  cents  per  day  worked. 

How  many  days  per  year  did  your  horses  work,  1917?  One  hundred  and  sixty 
days. 

How  much  did  you  pay  hired  teamsters  per  day,  1917?    $2.95. 

Land  rental  per  acre :  Seven  twenty-fourths  of  crop. 

If  all  land  is  owned,  what  is  a  fair  rental  value? 


If  you  own  tractor,  what  does  it  cost  per  day  to  operate? 


Co9t8  of  field  operation  and  equipment. 
[Aeros  operated,  now,  S.093.) 


Operation. 


Plowing 

Propn  ration 

Planting 

Cultivation 

RolllnR 

Thinning 

Booing 

Irrigating 

Plowing  out 

Topping,  por  ton,  85  cents. 
Hauling,  por  ton.  47  cents. 

Fortlllzor 

Seed 


Total. 


Per  acre. 


$4.» 
8.05 

.45 
3.43 

.73 
S.29 
8.31 
3.28 
3.50 
0.15 
6.05 
1.14 
2.24 


44.80 


Item. 


StocV 

Harness 

Tractors  ($15.70). 

Plows 

Cultivatbrs 

Harrows 

Discs 

Cyclone 

Drags 

Roller 

Planter 

Chisel 

Wflgon 

Irrigation  pipe.. 
Misoeilaneoas... 


VahM,  101& 


$54,445.00 

T^Jil^OO 

23,000.00 

10,867.00 

4, 51  A.  00 

1,607.00 

2,483.00 

385.00 

808.00 

2,100.00 

2,525.00 

1,173.00 

10.608.00 

14,473.00 

8,605.00 


140,487.00 


Vahie 
peracn. 


$10.73 
1.3S 

$.70 

1.81 

.75 

.as 

.41 

.06 

.IS 

.3S 

.42 

%» 

1.77 

2.41 


3i.95 


BXCAPmTLATIOM. 

Operating  costs  (per  aero) I^J-JJ 

Equipment  costs  (per  acre) ^-g 

Land  rental  (per  acre) •J-J 

Interest  on  working  capita]  (per  acre) J-* 

Supervision  (per  acre) .^  ,^••2 

Interest  ($1.73  per  acre) *S»JJ!S 

Annual  repairs  ($1.03  per  acre) ^»S 

Depreciation  at  10  per  cent  (per  acre) ••" 
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Hay  was  figured  at  $20  and  barley  nt  $45.  Each  horse  operated  on  an  average 
14.4  acres,  at  an  average  cost  of  $10.50  per  acre  for  horse  feed  alone.  If  hay  Is 
$30  and  barley  $60  per  ton  in  1918,  the  horse  costs  will  increase  50  per  cent,  or 
$5,25  per  acre.  This  would  Increase  the  total  1918  costs  to  $85.82.  Where  hay 
is  procliiced  on  a  part  of  the  farm,  the  actual  horse  costs  would  probably  be 
somewhat  reduced. 

The  average  yield  and  sugar  content  even  for  these  farms  are  very  nearly 
the  State  averages.  The  Federal  Trade  Commission  reports  10.3  tons  of  17.75 
per  cent  beets  for  the  11  years  1904-1914,  inclusive.  At  the  1918  price  of  $7 
per  ton  for  15  per  cent  beets,  plus  ^,  or  46|  cents  for  each  added  per  cent, 
plus  a  50-cent  bonus,  the  State  average  of  yield  and  sugar  content  would  give 
$90.72. 

Statement  of  horse  accounts,  J917. 

[Based  on  amount  of  feed  osed,  with  hay  at  |20  and  rolled  barley  at  $45  per  ton.] 


Cost  per  year. 

Days  used. 

1 
Cost  per  3rear. 

Days  used. 

1200.00 

160 

1160.00 

150 

202.70 

175 

'           160.00 

160 

122.60 

160 

le&oo 

165 

166.00 

160 

200.00 

200 

187.60 

160 

isaoo 

200 

17a  00 

160 

2oaoo 

180 

16fi.00 

160 

195.00 

150 

16a  00 

160 

140.00 

150 

.  200.00 

200 

18a  00 

150 

16a  00 

125 

162.60 

160 

16a  00 

180 

i6aoo 

150 

16a  00 

140.00 

125 
170 

3,631.20 

3,830 

.Vvofiige  oast  per  year,  1151.30;  average  number  of  days  used,  150.58.    $151.30  divided  by  150.58  equals 
95  eents  per  day  worked. 

Ust  of  growers,  with  numbers  corresponding  to  those  used  on  tabulation  sheet. 


Name. 

Residence. 

Name. 

Residence. 

1.  J.  E.  Sweet 

Downey. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 
•     Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 
Westminster. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 
Talbert. 

Do. 

Do. 

BO. 

31.  J.  E.  Heath 

Downey. 
Norwaik. 
Buena  Park. 

2.  E.E.Bali 

32.  J.  H.  Clark 

33.  R.  Stocks 

*.  E.  A.  Sproiil 

34.  8. 8.  Dilley 

Downey. 
Do. 

6.  Wm.  J.  Bohme 

35.  MartlnStolI 

6.  James  DUley 

3ft.  JamesW.Drake 

Do. 

7.  J.C.French 

37.  C.E.IrL«h 

Norvaikt 

8.  H.  8.  Schack 

38.  Geo.  Buehn 

DonTiey. 
Studebaker. 

8.  Geo.  Peterson 

39.  8.  H.  Dent 

10.  Pr»T|k  Bohmii ,,. 

40.  Rav  Branscom 

Downey. 
Santa  Ana. 

11.  James  Na»ni.rhiA. 

41.  8.  M.  Dunan 

12.  R.  Nottincham 

42.  E.  A.  Gamer 

Winterburg. 
Do. 

13.  D.J.Williams 

43.  W.  W.  Blaylock 

U.  A.  W.  Bang:e 

44.  D.  D.  Gardner 

Do. 

15.  A.  Beaudiamp 

45.  R.  L.  Draner 

Do. 

W.  John  Httsadia 

46.  D.  McMillan 

Do. 

17.  Arthur  M.  O'Kell 

47.  Jap 

Do. 

18.  W.  Dean  Johnsnn 

48.  J.  8.  McMillan 

Do. 

19.  J.  B.  Namecaveis 

40.  Dflnniolf-  - 

Do. 

».  Edwards  Bros 

60.  W.  T^wLl 

Do. 

21-  A .  T.  Haiiptman 

51.  A.  H.  Moore 

Do. 

22.  H.  P.  Pennel 

52.  R.  Mallett a ......... . 

Do. 

28.  A.  D.  Bklnner 

63-  Wm.  TCwH*nan 

Do. 

W.  M.Terry 

64.  Rav  Moore 

Do. 

a.  0.  T.  Rice 

65.  A.Kuoff 

Do. 

26.  Davis  Bros 

56.  E.  Kettler 

Do. 

27.  OretHiuper 

57.  J.  KeitJer 

Do. 

28.  Robt.  GIsTer 

tW.  Rrbf rt  HAzxard 

Westminster. 

».  J.  H.  Pope 

60.  Wm.  Jerome 

Irvine. 

W.  Sam  Talbert 

(Thereupon,  at  1  o'clock  and  10  minutes  p.  m.,  the  subcommittee 
took  a  recess  until  2  o'clock  and  30  minutes  p.  m.) 
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AFTERNOON  SESSION. 

The  subcommittee  reconvened  at  3.05  o'clock  p.  m. 

Present,  Senators  Beed  (chairman),  Vardaman,  Jones,  Lodge,  and 
Kenyon. 

The  Chairman.  This  statement  ought  to  be  made :  This  morning 
the  committee  was  necessarily  a  few  minutes  late  in  assembling,  and 
we  were  confronted  with  the  fact  that  there  were  a  large  numoer  of 
witnesses  here  from  California  who  could  stay  only  at  great  personal 
inconvenience,  and,  as  the  committee  intended  to  adjourn  the  hear- 
ings shortly  after  5  o'clock  this  evening  until  next  Friday,  we  felt 
that  it  would  be  a  great  hardship  to  ask  the  California  and  Colorado 
and  Nebraska  and  Utah  and  Wyoming  people,  all  of  whom  were 
here  on  the  same  mission,  to  remain,  and  therefore  it  was  suggested 
we  postpone  hearing  Mr.  Hoover  until  next  Friday  morning.  I  in- 
quired if  there  was  a  representative  of  Mr.  Hoover  in  the  room,  and 
a  gentleman  from  Mr.  Hoover's  office  said  he  represented  him;  and 
I  stated  the  facts  to  him,  and,  further,  that  the  committee  would  give 
Mr.  Hoover  the  right  of  way  next  Friday  morning  and  would  lur- 
nish  him  with  a  copy  of  the  testimony  if.it  could  m  printed  by  that 
time,  and  asked  him  if  the  adjournment  would  be  agreeable,  and  he 
replied,  in  substance,  that  it  would  be  entirely  so;  and  that  is  the 
reason  that  the  testimony  of  Mr.  Hoover  has  not  been  offered  at  this 
time. 

The  committee  holds  that  the  statement  sent  by  Mr.  Hoover  to  the 
committee  will  not  be  received,  because  they  expect  to  put  Mr.  Hoover 
upon  the  witness  stand  and  examine  him,  as  other  witnesses. 

TESTIMONT  OF  J.  B.  NEWBEBBT. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman,  You  reside  in  California?  ^  L_ 

Mr.  Newberry.  Yes,  sir.  *^*'. 

The  Chairman.  Where? 

Mr.  Newberry.  Eiverside. 

The  Chairman.  You  came  here  with  this  delegation  in  regard  to 
the  sugar  situation? 

Mr.  Newberry.  I  did. 

The  Chairman.  What  is  your  occupation? 

Mr.  Newberry.  Well,  I  have  been  a  merchant  all  my  life,  but  a 
farmer  also. 

The  Chairman.  Are  you  familiar  with  the  beet  farming  out  there? 

Mr.  Newberry.  I  am. 

The  Chairman.  What  have  you  to  say  with  respect  to  the  prices 
that  beets  have  commanded  in  the  years  that  are  past,  as  to  prices 
and  as  to  the  conditions? 

Mr.  Newberry.  I  have  been  planting  beets — ^liave  been  behind  men 

f)lanting  beets — for  the  last  10  years,  and  in  former  years,  when  our 
and  was  new  and  producing  heavily  and  the  labor  conditions  were 
very  favorable,  we  could  produce  beets,  and  did  produce  beets,  at 
$4.50  a  ton  profitably. 
The  Chairman.  How  many  years  back  is  that? 
Mr.  Newberry.  The  beet  business  has  been  running  behind  the 
last  three  years. 
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The  Chairman.  That  is,  you  mean  the  profits  have  been-decreas- 
inc! 

Mr.  Newberry.  The  profits  have  been  decreasing;  yes,  sir. 

The  Chairman.  How  much  of  a  profit  was  it  in  the  former  years, 
back  of  those  three  years?  Was  it  what  you  would  call  a  living 
profit,  or  was  it  a  very  close  margin? 

Mr.  Newberry.  I  can  only  speak  from  a  landlord's  standpoint 
up  to  three  years  ago.  Then  my  renters  paid  their  rent  promptly; 
but  the  last  three  years  I  have  had  to  make  concessions  to  my 
I'enters. 

The  Chairman.  Why? 

Mr.  Newberry.  Because  they  could  not  pay;  they  did  not  get 
money  enough  out  of  the  business  to  pay  their  labor  and  their  rent. 

The  Chairman.  Last  year  how  was  it? 

Mr.  Newberry.  One  renter  that  had  146  acres  then  ran  behind 
$1^00. 

The  Chairman.  We  have  no  time  for  details.  Generally  speaking, 
tell  the  committee  whether  the  price  of  $4.50  during  the  last  three 
years  has  been  suflScient  to  pay  the  cost  of  production  and  a  reason- 
able profit? 

Mr.  Newberry.  We  have  received  more  than  $4.50.  Our  contracts 
called  for  $4.50.  but  the  refiners,  in  order  to  keep  the  people  to  work, 
gave  bonuses  or  $1,  of  $1.50,  and  $2. 

The  Chairman.  When  were  these  bonuses  paid,  when  the  crop 
was  raising  or  after  it  was  raised? 

Mr.  Newberry.  No;  this  $1.50  was  promised  us  before  it  was 
planted  last  year. 

The  Chairman.  Then  they  had  a  contract,  and  then  in  order  to  get 
people  to  plant  under  the  contract  they  said  to  them :  "  We  will 
give  you  a  certain  amount  more  if  you  will  go  on  and  put  in  a  crop.'' 

Mr.  Newberry.  That  is  it. 

The  Chairman.  What  was  the  reason  they  did  that?  Was  that 
because  the  farmer  was  not  going  to  plant,  or  what  was  the  reason? 

Mr.  Neavberry.  They  would  make  certain  advances  to  the  farmers, 
as  a  rule,  and  they  saw  that  unless  they  did  pay  that  much  more  the 
people  could  not  pay  their  help  at  all,  and  they  were  obliged  to  pay 
that  or  have  everyone 

The  Chairman.  Or  have  the  crop  fail ;  that  is  what  you  mean  to 
say? 

Mr.  Newberry.  Yes,  sir. 

The  Chairman.  What  prices  are  being  offered?  I  guess  there  is 
no  dispute  what  is  being  offered  here  ? 

Mr.  Newberry.  No,  sir;  $7  and  $7.50. 

The  Chairman.  Now,  can  beets,  in  your  judgment,  be  raised 
during  the  coming  season — that  is,  the  crop  that  will  be  planted  in 
a  few  days  now  in  California  and  be  harvested  next  August  or 
thereabouts — can  those  beets  be  raised  at  the  prices  that  have  been 
offered  ? 

Mr.  Newberry.  They  can  not. 

The  Chairman.  Would  that  be  an  absolute  loss? 

Mr.  Newberry.  It  would  be  an  absolute  loss ;  and  the  renters  can 
not  raise  money  to  pay  their  help. 

The  Chairmai^.  What  would  be  the  result,  now,  if  the  prices  are 
not  raised,  as  to  planting  or  not  planting? 
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Mr.  Newberry.  They  will  not  plant  beets. 

The  Chairman.  How  much  acreage  do  you  represent? 

Mr.  Newberry.  About  2,100  acres  in  our  immediate  nei^borhood, 
and  I  do  not  think  that  there  will  be — I  think  there  can  not  be  100 
acres  planted  under  the  present  offer. 

The  Chairman.  This  2,100  acres  you  represent,  is  that  fir^-class 
sugar-beet  land  ? 

Mr.  Newberry.  I  think  it  is. 

The  Chairman.  That  is  all. 

Senator  Vardaman.  Can  you  tell  me  what  the  manufacturer  could 
afford  to  sell  sugar  for  if  he  bought  his  beets  for  $7  a  ton?  What 
would  it  cost  to  manufacture  that  sugar? 

Mr.  Newberry.  There  is  a  dispute  with  the  refiners.  There  are  two 
processes  of  refining,  as  I  understand  it.  There  is  a  new  process 
which  gets  about  290  pounds  of  sugar  to  the  ton  of  19  per  cent  beets. 
The  other,  the  old  process,  they  get  about  270  pounds  by.  If  they  get 
290  pounds  out  of  a  ton  of  beets,  it  would  figure  that  the  refiner  would 
be  paying  us,  for  the  acreage  producing,  about  $2.35  a  hundred  for 
sugar. 

Senator  Vardaman.  For  sugar? 

Mr.  Newberry.  Yes. 

The  Chairman.  You  mean  that  he  could  manufacture  the  sugar, 
then 

Mr.  Newberry.  No  ;  that  is  what  the  raw  product  would  cost  him. 
According  to  the  best  details  that  we  can  get,  it  would  cost  him  about 
3i  cents  for  refining,  including  the  price  of  the  beets. 

Senator  Vardaman.  Including  everything,  3i  cents? 

Mr.  Newberry.  Yes. 

Senator  Vardaman.  Three  and  a  half  cents  a  pound  for  the  sugar! 

Mr.  Newberry.  Yes. 

Senator  Vardaman.  What  would  it  cost  the  refiner,  if  you  know< 

Mr.  Newberry.  Basing  that  on  the  advanced  price  they  claim  now 
they  are  paying  for  labor,  it  may  cost  them  $12  a  ton,  but  I  do  not 
believe  it  will  cost  that ;  and  they  get  out  of  the  sugar  and  by-products, 
at  the  price  fixed  by  the  Government,  about  $25  a  ton.  Our  people 
are  dissatisfied  because  they  do  not  believe  they  are  getting  their  pro- 
portion of  the  money. 

Senator  Vardaman.  You  say  they  are  getting  out  of  the  beets  and 
by-products  $25  a  ton  for  the  beets  they  buy  for  $7  or  $6  ? 

Mr.  Newberry.  Yes,  sir ;  $6.50. 

Senator  Vardaman.  Have  you  made  figures  on  this? 

Mr.  Newberry.  Yes. 

The  Chairman.  Have  you  got  them  with  you? 

Mr.  Newberry.  Mr.  Woolwine  has  my  papers  with  my  testimony 
before  the  grand  jury.  It  is  easy  to  figure  it  out,  because  we  know 
that  they  get  290  pounds  of  sugar  out  of  a  ton  of  beets. 

The  Chairman.  Now,  so  that  we  may  make  it  plain,  the  beet  re- 
finery buys  the  beets  and  they  pay  about  $4.50  a  ton  for  them.  At 
the  present  time  they  are  paying  about  $6.60,  and  they  propose  to 
pay  $7  to  $7.50? 

Mr.  Newberry.  Yes,  sir. 

The  Chairman.  I  may  be  in  error  about  this,  but  I  think  I  am 
right,  substantially. 
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Mr.  Newberry.  $7. 

The  Chairman.  You  sa^^  that  out  of  the  sugar  which  they  get  from 
that  ton  of  beets  they  get,  in  sugar  and  in  by-products,  the  equivalent 
of  $25  a  ton  ? 

Mr.  Newberry.  Yc^. 

The  Chairman.  And  you  also  say  that  you  understand  that, 
counting  the  cost  of  the  beets  and  the  cost  of  the  manufacture  of  the 
beets,  the  cost  of  sugar  to  the  manufacturer  is  3^  cents  a  pound? 

Mr.  Newberry.  I  would  say,  with  the  increase  in  the  cost  of  labor,. 
it  would  be  approximately  4  cents  a  pound  at  $12  a  ton. 

The  Chairman.  Four  cents  a  pountk  What  are  the  by-product& 
they  get  out  of  those  beets  ? 

Mr.  Newberry.  The  dried  beet  product,  which  they  feed  to  stock 
and  for  which  they  are  getting  $31  a  ton  to-day.  I  bought  some  just 
to  be  able  to  testify  as  to  the  price  they  charge.  Then  there  is  the 
molasses,  for  which  they  get  $21  a  ton.    Those  are  both  by-products. 

The  Chairman.  Is  there  anything  else? 

Senator  Vardaman.  No. 

The  Chairman.  Senator  Jones,  have  you  any  questions? 

Senator  Jones.  No. 

The  Chairman.  Now,  of  course  the  beet  pulp  that  they  sell  for 
cattle  food,  that  does  not  mean  a  ton  of  beet  pulp  for  every  ton  of 
beets,  but  that  is  a  by-product  ? 

Mr.  Newberry.  Oh,  no.  You  see,  it  is  the  pulp  of  the  beets  after  it 
is  dried  and  evaporated. 

The  Chairman.  That  is  all. 

Senator  ICenyon.  I  would  like  to  ask  if  any  of  these  refiners  have 
suffered  financial  embarrassment  and  gone  into  the  hands  of  a  re- 
ceiver? 

Mr.  Newberry.  Not  when  they  pay  200  to  250  per  cent  dividends. 

Senator  Ken  yon.  Is  that  what  they  pay?    Do  you  mean  that? 

Mr.  Newberry.  Yes ;  I  do. 

ITie  Chairman.  When  you  say  that,  do  you  mean  on  their  stock  or 
on  their  investment? 

Mr.  Newberry.  On  their  investment. 

Senator  Jones.  I  would  like  to  ask  just  a  question,  to  see  if  I  under- 
stand what  you  have  already  stated. 

Mr.  Newberry.  Yes,  sir. 

Senator  Jones.  You  say  that  on  the  basis  of  present  prices  of  sugar 
the  factory  would  get  about  $25  for  a  ton  of  beets  ? 

Mr.  Newberry.  For  the  product  of  a  ton  of  beets. 

Senator  Jones.  The  product  of  a  ton  of  beets? 

Mr.  Newberry.  Yes. 

Senator  Jones.  Including  the  proportionate  part  of  a  ton  of  pulp 
which  would  be  derived  from  the  given  ton  of  beets? 

Mr.  Newberry.  Yes,  sir. 

The  Chairman.  And  the  sirup  that  would  come  from  that  ton  of 
beets? 

Mr.  Newberry.  Yes,  sir. 

Senator  Jones.  At  the  present  price  of  those  commodities  it  would 
figure  out  $25  a  ton  for  15  per  cent  beets? 

Mr.  Newberry.  Yes,  sir;  approximately. 

The  Chairman.  That  is  all.    Now,  who  is  the  next  witness? 
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Senator  Jones.  I  would  like  to  ask  Mr.  Bishop  just  a  question  or 
two,  or  I  would  like  to  give  Mr.  Bishop  a  statement  of  something  that 
I  would  like  to  ask  him  about. 

TESTIHONT  OF  CLTDE  BISHOP— Beiumed. 

Senator  Jones.  Mr,  Bishop,  can  you  get  for  the  committee  a  state- 
ment of  the  prices  which  have  been  paid  for  beets  during  the  series  of 
years  Inst  passed,  say,  six  or  eight  years,  so  as  to  get  well  back  of  the 
war  influence? 

Mr.  Bishop.  I  could  not  furnish  them  to  you  in  Washington. 

Senator  Jones.  Very  well. 

Mr.  Bishop.  I  did,  at  your  request,  however,  go  through  my  grip 
to  see  what  I  had,  and  I  find  that  I  do  have  the  grower^s  duplicate 
copy  of  the  contract  for  1916-17,  which  was  operative  and  under 
which  he  grew  his  crop  of  beets.  I  do  also  have  the  contract  originally 
put  out  by  the  Hollv  Co.,  which  now  has  bought  that  company  and 
controls  them  both  lor  this  present  year.  This  contract  starts  out,  as 
that  one  started  out,  with  a  price  of  $4.50  for  15  per  cent  beets.  Then 
subsequently  they  added  this  indorsement  in  red : 

In  harmony  with  the  patriotic  appeal  of  the  United  States  Food  Administration 
for  an  increased  production  of  su^ar,  and  believing  that  tlie  average  net  price 
received  for  sugar  will  at  least  approximate  7  events  per  pound,  the  factory 
hereby  guarantees  that  the  price  to  be  paid  for  beets  grown  under  this  contract 
will  be  l>nsed  on  a  net  price  of  not  less  than  7  cents  per  pound  for  sugar.  The 
usual  monthly  payments  will  be  made  on  this  basis. 

HoixY  Sugar  C!ospobation. 

The  Chairman.  What  is  the  date  of  that  indorsement  ? 

Mr.  Bishop.  The  indorsement  is  not  dated.  That  is  the  1918  con- 
tract, by  the  Holly  Sugar  Co.,  which  has  absorbed  this  sugar  company. 

The  Chairman.  Which  sugar  company? 

Mr.  Bishop.  The  Southern  California  Sugar  Co.,  they  both  being 
located  in  mv  county.  On  the  back  of  that  you  will  find  a  table  by 
which  they  show  the  increased  per  cent  of  sugar  and  the  increased  pay 
therefor. 

The  Chairman.  Now,  so  that  we  will  get  it  in  the  record  right,  the 
blue  paper  which  you  have  handed  me  here  and  which  the  reporter 
has  marked  as  Exhibit  No.  110,  is  an  original  contract  with  the  South- 
ern California  Sugar  Co.,  dated  the  13th  day  of  November,  1917? 

Mr.  Bishop.  Signed  by  H.  B.  Calvin ;  yes,  sir.   That  is  the  contract 

The  Chairman.  You  say  that  since  that  time  the  Southern  Cali- 
fornia Sugar  Co.  has  been  absorbed  by  the  Holly  Sugar  Co.  ? 

Mr.  Bishop.  Yes,  sir. 

The  Chairman.  And  the  paper  which  you  have  handed  me,  which 
is  marked  Exhibit  No.  Ill,  is  the  contract  which  is  now  being  oflfered 
by  that  company  to  the  beet  growers  for  the  crop  that  is  to  be  planted 
within  the  next  few  weeks? 

(The  papers  referred  to  are  here  printed  in  full  in  the  record,  as 
follows :) 

Exhibit  No.  110. 

BOUTHEBN  CAIJFOBNIA  SUOAB  CO.  CONTKACT  FOB  SUGAB  DEBTS,   1010-1017. 

This  n^eement,  entered  Into  tills  23  day  of  December.  1916,  between  South- 
em  California  Sugar  Company,  a  corporation,  party  of  the  first  part,  herein- 
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&fter  called  The  Factory,  and  F.  D.  Plavan,  of  Santa  Ana,  county  of  Orange 
and  State  pf  California,  party  of  the  second  part,  hereinafter  called  the  grower : 
WItnesseth,  tliat  for  and  In  consideration  of  the  covenants  hereinafter  con- 
tained, it  is  mutually  agreed  as  follows :  That  the  grower  shall  and  will,  in  a 
farmerlike  manner  and  in  conformity  with  the  directions  of  the  factory,  dur- 
ing  the  cropping  season  beginning  November  1st,  1916,  and  ending  when  the 
crop  is  harvested,  not  later  than  the  close  of  the  factory  season,  1917,  plant, 
cultivate,  harvest,  and  deliver  to  said  factory,  at  its  sheds  near  New  Delhi, 
Oraniire  County,  California,  20  acres  of  sugar  beets  grown  from  the  seed  fur- 
nished by  the  factory  in  quantities  designated  by  it,  the  land  upon  which  said 
beets  are  to  be  grown  being  described  as  follows :  N.  i  of  SE.  i  of  NE.  i.  sec.' 
29,  and  it  is  agreed  that  all  sugar  beets  grown  on  the  above-described  land 

shall  be  included  under  this  contract;  crop  rental  to  be  paid  direct  to , 

whose  address  is ^. 

The  seed  to  be  used  in  growing  said  beets  shall  be  furnished  by  the  factorj' 
for  the  price  of  twelve  (12)  cents  per  pound,  which  the  grower  agrees  to  pay, 
and  which  shall  be  deducted  from  the  price  of  beets  first  delivered  by  the 
grower.  Seed  furnished  by  the  factory  shall  not  be  planted  upon  any  land  not 
contracted  to  the  factory.  Any  seed  furnished  by  the  factory  and  not  planted 
shall  be  returned  in  good  order  to  the  factory  and  the  grower  credited  therefor. 
In  harvesting  the  beets  they  are  to  be  properly  trimmed  (that  is,  cut  squarely 
off)  below  tlie  base  of  the  bottom  leaf,  and  delivered  free  from  stones,  trash, 
or  other  foreign  substances,  and  subject  to  proper  deduction  for  tare.  After 
removal  from  the  ground  the  grower  shall  protect  the  beets  from  the  sun. 

All  sound  beets  shall  be  bought  and  paid  for  by  the  factory  at  the  following 
rates: 

Beets  testing  fifteen  (15)  per  cent  sugar,  four  dollars  and  fifty  cents  per 
ton,  with  an  addition  of  thirty  (30)  cents  per  ton  for  each  one  (1)  per  cent 
of  sugar  above  fifteen  (15)  per  cent,  and  a  deduction  of  twenty-five  (25)  cents 
per  ton  for  each  one  (1)  per  cent  below  fifteen  (15)  per  cent,  down  to  and  in- 
cluding eleven  (11)  per  cent;  fractious  in  proportion. 

Beets  testing  under  eleven  (11)  per  cent  will  be  accepted  as  If  testing 
eleven  (11)  per  cent  If  weighing  less  than  five  (p)  pounds.  The  factory  re- 
serves the  right  to  reject  beets  testing  under  eleven  (11)  per  cent  and  weigh- 
ing over  five  pounds. 

Payments  will  be  made  on  the  fifteenth  (15)  of  each  month  for  beets  deliv- 
ered during  the  previous  month,  and  oil  moneys  due  the  factory  from  the 
grower  may  be  deducted  from  any  payment. 

The  factory  will  pay  all  freight  charges  on  beets  loaded  in  cars  at  a  point 
where  the  factory  operates  a  beet  dump. 

In  case  beets  grown  under  this  contract  are  loaded  into  cars  at  a  point  where 
the  factory  does  not  operate  a  beet  dump,  the  factory  will  pay  the  railroad 
freight  charges  for  delivering  to  it  such  beets,  provided  cars  are  loaded  to 
capacity.  Any  extra  charges  because  of  cars  not  being  so  loaded  shall  be 
charged  to  the  grower.  For  beets  so  delivered  the  factory  will  pay  the  grower, 
in  addition  to  tlie  prices  named  herein,  fifteen  (15)  cents  per  net  ton  to  cover 
cost  of  loading. 

The  factory  hereby  agrees  that  if,  during  the  period  between  July  1st,  1917, 
and  July  1st,  1918,  the  average  net  selling  price  f.  o.  b.  factory  of  refined  sugar 
received  by  the  beet-sugar  factories  of  southern  California  shall  equal  or  ex- 
ceed four  and  a  half  cents  per  pound,  then  the  company  will  pay  as  a  bonus  to 
the  grower  for  each  ton  of  beets  delivered  under  this  contract  the  sum  of 
fifty  cents.  Payment  of  said  bonus,  if  any,  sliall  be  made  on  the  first  day  of 
August,  1918. 

The  grower  may,  at  his  own  expense,  have  representatives  (weighman,  tare- 
man,  and  chemist)  in  scale  house,  tare  room,  and  laboratory  to  check  weights 
and  work  done,  such  representatives  to  be  experienced  in  the  line  of  work  to 
be  performed  and  satisfactory  to  the  factory. 

In  tlie  event  of  said  factory  being  incapacitated  by  fire  or  other^vIse  at  any 
time  previous  to  the  deliveiy  of  the  entire  crop  covered  by  this  contract,  the 
factory  shall  have  the  option  either  to  take  said  crop  at  the  rates  and  on  the 
terms  aforesaid  or  to  pay  the  grower  at  the  rate  of  fifteen  dollars  ($15.00)  per 
acre  for  any  and  all  undelivered  beets  then  under  cultivation  or  grown  by  said 
grower  hereunder,  allowing  said  grower  to  keep  such  undelivered  beets.  In 
case  such  incapacitation  of  said  factory  should  occur  before  the  land  is  planted 
in  beet  seed  hereimder,  then  the  operation  of  this  agreement  shall  be  forth- 
with suspended  and  Its  terms  and  conditions  shall  have  no  force  or  effec*^ 
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unless  and  until  ^Titten  notice  shall  be  given  by  the  factory  to  the  grower  that 
this  agreement  shall  be  reinstated,  after  which  notice  this  agreem«it  shall 
agnin  be  in  full  force  and  effect 

The  grower  agrees  not  to  assign  this  contract  without  written  consent  of 
the  factory. 

No  agent  of  the  factory  is  authorized  to  make  erasures,  additions,  or  altera- 
tions of  the  printed  terms  of  this  contract. 

Tills  agreement  shall  be  in  duplicate,  each  of  which  shall  be  signed  by  both 
parties  above  named. 

Southern  Gaufobnia   Suoab  Gompant. 

By  A.  L.  PiCKEBING. 

F.  D.  l*i:.AVAN.  O rower. 
(Schedule  of  prices  f}aid  for  beeU  under  this  contract. 


25  per  cent |7. 50  per  ton. 

24  per  cent 7. 20  per  ton. 

23  per  cent 6. 80  per  ton. 

22  per  cent 0. 60  per  ton. 

21  per  cent 6. 30  per  ton. 

20  per  cent 0. 00  per  ton. 

19  per  cent 5. 70  per  ton. 

18  per  cent 6. 40  per  ton. 

Fractions  of  1  per  cent  in  proportion. 


17  per  cent 5. 10  per  toa 

16  per  cent 4. 80  per  toa 

15  per  cent 4. 50  per  ton. 

14  per  cent 4. 25  per  ton. 

13  per  cent 4. 00  per  toa 

12  per  cent 3. 75  per  ton. 

11  per  cent  and  under  __  3. 50  per  toa 


Exhibit  No.  111. 
holly  suo.ab  cobpobatl(»n  conticact  fob  sugar  keet8,  1917-1018. 

This  Hirreenient,  entered  into  this  day  of ,  191 — ,  between  Hollj 

Sugar  Corporation,  a  corporation,  party  of  the  first  part,  hereinafter  oalleil  the 

factory,   and ,  of ,  county  of  ,   and   State  of  California, 

parly  of  the  second  part,  hereinafter  called  the  grower: 

Wltnesseth,  that  for  and  in  consideration  of  the  covenants  hereinafter  con- 
talnwl,  it  is  mutually  a»n'eed  as  follows:  That  the  srrower  shall  and  will.  In  a 
farmerlike  manner  and  in  conformity  with  the  directions  of  the  factory,  dur- 
ing the  cropping  season  beginning  November  1st,  1917,  and  ending  when  the 
crop  Is  harvested,  not  later  than  the  close  of  the  factory  season.  1918,  plant 
cultivate,  harvest,  and  deliver  to  said  factory,  at  its  sheds  near  Huntington 

Beach,  Orange  County,  California, acres  of  sugar  beets  grown  from  the 

seed  furnished  by  the  factory  In  quantities  designated  by  It,  the  land  upon 

which  said  beets  are  to  be  grown  being  described  as  follows: .  and  It  Is 

agreed  that  all  sugar  beets  grown  on  the  above-described  laml  shall  be  in- 
cluded imder  this  contract;  crop  rental  to  be  paid  direct  to  ,  whose 

address  is . 

The  seed  to  be  used  in  growing  said  beets  shall  be  furnished  by  the  factory 
for  the  price  of  twelve  (12)  cents  per  pound,  which  the  grower  agrees  to  pay, 
and  which  shall  be  deducted  from  the  price  of  beets  first  delivered  by  the 
grower.  Seed  furnlshe<l  by  the  factory  shall  not  be  planted  upon  any  land 
not  contracted  to  the  factory.  Any  seed  furnished  by  the  factory  and  not 
planted  shall  be  returned  in  good  order  to  the  factory  and  the  grower  credited 
therefor. 

In  harvesting  the  beets  they  are  to  be  properly  trimmed  (that  is,  cut  squarely 
off)  below  the  base  of  the  bottom  leaf  and  delivered  free  from  stones,  trash,  or 
other  foreign  substances,  and  subject  to  proper  deduction  for  tare.  After  re- 
moval from  the  ground  the  grower  shall  protect  the  beets  from  the  sua 

All  sound  beets  shall  be  bought  and  paid  for  by  the  factory  at  the  following 
rates : 

The  price  will  be  based  on  the  average  net  price  f.  o.  b.  factory  received  for 
sugar  sold  by  the  beet-sugar  companies  of  southern  California  (after  deductions 
any  tax  on  sugar  not  now  but  hereafter  imposed  by  law)  during  the  period 
of  12  months  beginning  July  1,  1918.  as  follows : 

If  the  net  price  received  for  sugnr  during  the  perltxi  above  mentioned  Is  m 
per  pound  or  under,  the  factory  will  pay  $4.50  per  ton  for  beets  testing  fifteen 
(15)  per  cent  sugar.  If  the  average  net  price  received  for  sugar  exceeds  414 
per  pound,  an  additional  payment  of  $1.00  per  ton  of  beets  will  be  made  for 
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•each  one  cent  In  excess  of  4^^  net  per  pound  received  for  sugar,  fractions  in 
pnqiortion. 

To  the  above  price  per  ton  of  beets  will  be  added  for  each  additional  one  (1) 
per  cent  of  sugar  over  fifteen  (15)  per  cent  and  deducted  for  each  one  (1)  per 
cent  of  sugar  below  fifteen  (15)  per  cent,  fractions  in  proportion,  an  amount 
equivalent  to  one-fifteenth  (tt)  of  the  price  paid  for  one  ton  of  beets  testing 
fifteen  (15)  per  cent  sugar.  Beets  testing  under  eleven  (11)  per  cent  will  be 
iiccepted  as  if  testing  eleven  (11)  per  cent  if  weighing  less  than  five  pounds. 
The  factory  reserves  the  right  to  reject  beets  testing  under  eleven  (11)  per 
cent  and  weighing  over  five  pounds. 

(On  the  back  of  this  contract  is  a  quick  reference  table  giving  beet  prices  based 
upon  net  prices  of  sugar  and  given  beet  tests. ) 

Beet  payments  will  be  mnde  on  the  15th  of  each  month  for  deliveries  of  the 

previous  month  and  will  be  based  on  $4.50  per  ton  of  fifteen  (15)  per  cent  beets, 

adcUng  to  or  deducting  from  tlmt  price  as  the  tests  are  above  or  below  fifteen 

(15)   per  cent,  in  the  regular  manner.    Further  payments  to  be  made  from 

time  to  time  as  the  net  selling  price  of  sugar  can  be  determined. 

Final  payment  to  be  made  not  later  than  30  days  after  the  close  of  the  selling 
period  referred  to.  All  money  due  the  factory  from  the  grower  may  be  deducted 
from  any  payment. 

The  factory  will  pay  all  freight  charges  on  beets  loaded  In  cars  at  a  point 
where  the  factory  operates  a  beet  dump. 

In  case  beets  grown  under  this  contract  are  loaded  Into  cars  at  a  point  where 
the  factory  does  not  operate  a  beet  dump,  the  factory  will  pay  the  railroad 
freight  charges  for  delivering  to  it  such  beets,  provided  cai-s  are  loaded  to 
-capacity.  Any  exti*a  charges  because  of  cars  not  being  so  loaded  shall  be  charged 
to  the  grower.  For  beets  so  delivered,  the  factory  will  pay  the  grower.  In  addi- 
tion to  the  prices  named  herein,  fifteen  (15)  cents  per  net  ton  to  cover  cost  of 
loading. 

The  grower  may,  at  his  own  expense,  have  represntatlves  (weighman,  tnreman, 
and  chemist)  in  scale  house,  tare  room,  and  laboratory  to  check  weights  and 
work  done,  such  representatives  to  be  experienced  In  the  line  of  work  to  be 
performed  r.nd  satisfactory  to  the  factory. 

In  the  event  of  said  factory  being  incapacitated  by  fire  or  otherwise  at  any 
time  previous  to  the  delivery  of  the  entire  crop  covered  by  this  contract,  the 
factory  sliall  have  the  option  either  to  take  said  crop  at  the  rates  and  on  the  terms 
aforesaid,  or  to  pay  the  grower  at  the  rate  of  fifteen  dollars  ($15.00)  per  acre 
for  any  and  all  undelivered  beets  then  under  cultivation,  or  grown  by  said 
grower  hereunder,  allowing  said  grower  to  keep  such  undelivered  beets.  In 
case  such  Incapacitation  of  said  factory  should  occur  before  the  land  Is  planted 
In  beet  see<l  hereunder,  then  the  operation  of  this  agreement  shall  be  forthwith 
suspended  and  its  terms  and  conditions  shall  have  no  force  or  efl'ect  unless  and 
until  written  notice  shall  be  given  by  the  factory  to  the  grower  that  this  agree- 
ment shall  be  reinstated,  after  which  notice  tills  agreemen  shall  again  be  In  full 
force  and  effect. 

The  grower  agrees  not  to  assign  this  contract  without  written  consent  of  the 
factory. 

No  agent  of  the  factory  is  authorized  to  make  erasures,  additions,  or  altera- 
tions of  the  printed  terms  of  this  contract. 

This  agreement  shall  be  In  duplicate,  each  of  which  shall  be  signed  by  both 
parties  above  named. 

Holly  Suoak  Corporation, 
By Oroicer, 

In  harmony  with  the  patriotic  appeal  of  the  U.  S.  Food  Administration  for 
an  increased  production  of  sugar,  and  believing  that  the  average  net  price 
received  for  sugar  will  at  least  approximate  7c.  per  pound,  the  factory  hereby 
guarantees  tliat  the  price  to  be  paid  for  beets  grown  under  this  contract  will 
be  based  on  a  net  price  of  not  less  than  7c.  per  pound  for  sugar.  The  usual 
monthly  payments  will  be  made  on  this  basis. 

HoiXY  StroAB  Corporation, 
Per 
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Quick  reference  table — Frtictions  of  9ugar  prices  and  beet  tesU  in  propwrtUm. 


Price  of  sugar. 


Peroentage  of  sognr  in  beets. 


11 


i\  cents  or  under 

Scents 

6}  cents 

6oents 

6}  cents 

7conts 

7i  cents 

8feet , 

8^  cents , 

9cents , 


83.30 
3.67 
4.03 
4.40 
4.77 
5.13 
5.60 
5.87 
6.23 
6.60 


13 


83.60 
4.00 
4.40 
4.80 
5.20 
5.60 
6.00 
0.40 
6.80 
7.20 


13 


83.90 
4.33 
4.77 
5.20 
6.63 
6.07 
6.50 
6.03 
7.37 
7.80 


14 


$4.20 
4.67 
5.13 
6.60 
6.07 
6.53 
7.00 
7.47 
7.93 
8.40 


15 


84.50 
5.00 
5.50 
6.00 
6.50 
7.00 
7.50 
8.00 
8.50 
9.00 


16 


84.80 
6.33 
5.87 
6.40 
6.93 
7.47 
8.00 
8.53 
9.07 
9.60 


17 


86.10 
5.67 
6.23 
6.80 
7.37 
7.93 
8.50 
9.07 
9.63 

ia20 


18 


85.40 
6.00 
6.60 
7.20 
7.80 
8.40 
9.00 
9.60 
10.20 
10.80 


19 


I 


85.70 
6.33 
6.97 
7.60 
&23 

a  87 

9.50 
10.13 
ia77 
1L40 


86.00 
6.67 
7.33 
8.00 
8.67 
9.33 

laoo 
laoo 

11.37 
12.03 


Price  of  sugar. 


i\  cents  or  under 

5ocnts 

5}  cents 

6cents 

6^  cents 

7ccnts , 

74  cents 

8ccnts , 

84  cents , 

Ooonts 


Percentage  of  sugar  In  beets. 


21 


86.30 

7.00 

7.70 

a  40 

9.10 

9.80 

10.50 

11.20 

11.90 

12.60 


22 


86.60 

7.33 

8.07 

8.80 

9.53 

10.27 

11.00 

11.73 

12.47 

13.20 


23 


24 


86.90 

7.67 

8.43 

9.20 

9.97 

10.73 

11.50 

12.27 

13.03 

13.80 


87.20 

8.00 

8.80 

9.60 

10.40 

11.20 

12.00 

12.80 

13.60 

14.40 


25 


87.50 
8.33 
9.17 
10.00 
10.  S3 
11.67 
1X50 
13.33 
14.17 
15.00 


26 


27 


87.80 
8.67 
9.53 
10.40 
11.27 
12.13 
13.00 
13.87 
14.73 
15.60 


88. 

9. 

9. 
10. 
11. 
12. 

n. 

14. 
15. 
16. 


10 
00 
90 
80 
70 
60 
50 
40 
30 
20 


28     ;     29 

30 

88.40 

88.70 

89.00 

9.33 

9.67 

laoo 

10.27     ia63 

11.00 

11.20 

11.60 

12.00 

12.13 

12.57 

13.00 

13.07 

13.53 

14.00 

14.00     14.50 

15.00 

14.93 

15.47 

16.00 

15.87 

16.43 

17.00 

16.80 

17.40 

18.00 

Senator  Jones,  I  do  not  know  whether  you  stated,  or  Mr.  Woolwine 
stated,  that  Mr.  Hoover  has  said  that  he  was  going  to  appoint  an 
impartial  committee,  composed  of  local  people  in  the  various  sections 
of  the  beet-sugar  country,  to  inquire  into  the  cost  of  raising  sugar 
beets  and  the  manufacture  of  beet  sugar,  etc. 

Mr.  Bishop.  Yes,  sir. 

Mr,  Woolwine.  I  believe  that  was  my  testimony,  Senator. 

Senator  Jones.  Was  it?  Very  wxU,  You  understand  that  that 
is  the  case? 

Mr.  Bishop.  Mr.  Lamb,  stating  that  Mr.  Hoover  had  turned  the 
matter  to  him,  stated  that  he  would  do  so;  yes,  sir. 

Senator  Jones.  Now,  I  should  like  to  ask  you  if  you  know  of  any- 
thing else  that  Mr.  Hoover  could  do  at  the  present  time  under  the 
law 

Mr.  Bishop,  No;  I  do  not. 

Senator  Jones  (continuing).    Which  would  aid  the  beet  growers? 

Mr.  Bishop.  As  I  stated  this  morning,  I  did  not  believe  that  Mr. 
Hoover  had  the  power  to  fix  the  price  of  green  beets ;  and  if  he  has 
not  the  power,  and  the  power  does  not  reside  somewhere  else,  the 
only  way  to  do  it  is  by  contract.  We  believe  that  by  this  commission 
impartially  determining  what  beets  ought  to  be  worth,  based  upon 
facts  developed  to  him  by  men  who  grow  beets  and  know  what  the 
cost  is,  the  factories  out  there  will  come  to  it  and  pay  it. 

Senator  Jones.  Then  you  think  that  this  thin^  that  has  been  de- 
tx^rmined  upon  is  the  right  thing  to  be  done  at  this  time? 

Mr,  Bishop.  I  do,  sir. 

Tlie  Chairman.  Speaking  about  the  matter  of  remedy  for  the  beet 
grower,  T  think  you  and  I  will  both  concede  that  probably  there  is 
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no  power  vested  in  the  Food  Board  or  in  any  other  board,  or  in 
the  Federal  Government,  to  fix  a  price  on  a  farmer's  product  of  beets. 

Mr.  Bishop.  Yes ;  I  agree  with  you.    That  is  true. 

The  Chairman.  And  that,  as  things  stand  now,  all  that  can  be 
done,  and  done  legally  and  without  coercion,  is  to  try  and  get  the 
beet-sugar  men  to  agree  to  a  reasonable  price. 

Mr.  Bishop.  Yes,  sir. 

The  Chairman.  I  mean,  the  manufacturers.  Now,  suppose  that 
we  turn  back  the  clock  to  a  time  when  the  beet-sugar  men  and  the 
cane-sugar  men  were  all  in  competition,  each  with  the  other,  and  at  a 
time  when  a  contract  was  being  made  between  the  Food  Administra- 
tion and  all  the  beet-sugar  factories,  by  which  a  stabilized  price  of 
7.25  was  to  go  into  effect.  If  at  the  time  that  price  was  being  fixed 
the  rights  of  the  beet-sugar  raisers  had  been  considered,  if  their 
necessities  had  been  considered,  do  you  not  think  there  would  have 
been  a  pretty  good  chance  at  that  time  to  have  gotten  some  relief? 

Mr.  bisHOP.  Well,  yes;  I  think  the  chance  to  have  gotten  relief 
was  at  any  time  that  you  would  bring  the  Icnowledge  of  your  neces- 
sities to  somebody  who  could  give  you  the  relief. 

The  Chairman.  Yes;  but  I  am  talking  about  when  they  were  giv- 
,  ing  these  beet-sugar  men  a  contract  by  which  they  were  to  charge 
7.25  for  all  the  sugar  they  were  to  put  out  during  the  year.  At  the 
time  the  Food  Administration  had  been  arranging  that,  guaranteeing 
them  that  price  in  that  way,  would  not  that  have  been  a  pretty  good 
time  to  have  taken  care  of  the  men  who  were  going  to  raise  the  beets 
out  of  which  this  7.25  sugar  was  to  be  made  ? 

Mr.  Bishop.  Senator,  I  certainly  could  not  assume  that  Mr. 
Hoover  would  not  have  done  that  had  we  brought  it  to  his  attention. 

The  Chairman.  Exactly.  I  am  not  saying  that  Mr.  Hoover  would 
or  would  not  have  done  it  if  it  had  been  brought  to  his  attention. 
Senator  Jones  has  asked  you  whether  this  thing  that  is  now  being 
attempted  is  all  that  can  be  done  now.  I  am  fnquiring,  if  the  in^ 
terests  of  the  beet  raisers  had  been  taken  into  consideration  at  the 
time  that  the  beet-sugar  contracts  were  being  made  among  the  manu- 
facturers, whether  there  would  not  have  been  a  better  chance  to  have 
gotten  some  relief  for  the  beet  raisers? 

Mr.  Bishop.  That  is  possibly  true — probably ;  yes,  sir. 

The  Chairman.  Undoubtedly.    That  is  all. 

TESTIMOinr  OF  -E.  E.  WHITLEY. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  What  is  your  full  name? 

Mr.  WnrTLET.  R.  E.  Whitley. 

The  Chairman.  Where  do  you  live? 

Mr.  Whitlet.  Van  Nuys,  Cal. 

The  Chairman.  Do  you  know  anything  about  this  California  mat- 
ter that  has  not  been  testified  to? 

Mr.  Whitlet.  I  do. 

The  Chairman.  Whom  do  you  represent? 

Mr.  Whitley.  I  represent  particularly  the  beet  growers  of  the 
San  iFemando  Valley. 

The  Chairman.  How  many  acres? 
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Mr.  Whttlet.  Last  year  there  were  15,000  acres. 

The  Chaibman.  Do  you  desire  to  differ  from  any  of  these  state- 
ments in  regard  to  beet  conditions  that  have  been  made  here!  Is 
that  testimony,  as  far  as  it  touches  the  matter,  in  accordance  with 
your  own? 

Mr.  WHrTLET.  In  a  general  way  I  might  state  this«  if  you  will  per- 
mit me 

The  CHAmMAN.  Certainly. 

Mr.  WnniiET.  Just  previous  to  my  coming  here  a  committee  of 
representative  beet  growers  was  called,  and  on  short  notice  a  reso- 
lution was  adopted  which  they  wanted  presented  wherever  it  would 
do  the  most  good,  and  I  presume  this  would  be  the  place.  Just 
before  leaving,  in  order  to  verify  the  exact  condition  m  a  district 
where  15,000  acres  were  grown  last  year,  I  learned  from  one  of  the 
managers  of  the  sugar  company  operating  in  that  district  that  there 
were  only  3,200  acres  of  beets  signed  up  at  that  time,  and  I  know  as 
A  matter  of  fact  that  a  very  large  proportion  of  that  is  controlled  by 
leases  in  the  name  of  the  company. 

Senator  Vardaman.  When  do  they  plant  the  beets  there? 

Mr.  WnnxEY.  They  start  in  plantmg  now.  They  are  preparing 
the  land  now.  I  have  my  own  land  prepared  at  the  present  time,  and 
it  can  be  planted  to  beets  in  February  or  March  if  necessary  or  be- 
fore that,  or  it  can  be  planted  to  other  crops.  The  farmers  are  going 
to  divert  their  land  to  other  crops  provided  a  practical  settlement 
•can  not  be  reached  of  the  problem. 

Senator  ICenyon.  The  beets  are  all  produced  under  contract,  are 
they? 

Mr.  WHrTLET.  Yes ;  they  are  all  produced  under  contract. 

The  Chairman.  When  was  it  that  you  had  this  talk  with  this  rep- 
resentative of  the  beet  factories  who  told  you  there  was  only  3y200 
acres  signed? 

Mr.  WnrrLEY.  The  day  before  I  left. 

The  Chairman.  That  was  a  week  ago? 

Mr.  Whitley.  About  the  5th  or  6th  of  December.  No ;  that  meet- 
ing was  on  the  7th.    Tliis  was  on  the  8th. 

The  Chairman.  What  ought  to  be  signed  up  if  there  was  going  to 
be  a  good  acreage  put  in?  Ought  it  to  be  practically  all  signed  by 
this  time? 

Mr.  Whitley.  It  practically  all  ought  to  be  signed — a  very  large 
portion  of  it,  at  any  rate. 

The  Chairman.  In  this  territory  in  which  you  were  told  there 
was  3,200  acres  signed,  what  is  the  full  acreage  that  ought  to  be 
signed  ? 

Mr.  Whitley.  Fifteen  thousand  acres  last  year;  the  year  previous, 

17,000. 
The  Chairman.  So  that  there  is  a  pretty  critical  and  dfiingerous 

^situation  there? 

Mr.  Whitley.  If  the  country  needs  sugar  there  certainly  is. 

The  Chairman.  Are  you  a  beet  producer  as  well  as  an  observer  of 
conditions  ? 

Mr.  WnrrLEr.  Absolutely. 

The  Chairman,  Can  you  tell  us  now  what  the  present  cost  of  rais- 
ing beets  is! 
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Mr.  WHTTLBr.  Yes ;  I  can  tell  you  what  the  growers  voted  on,  item 
by  item,  after  considerable  deliberation,  as  the  actual  costs,  and  they 
have  set  this  forth  in  this  document  and  signed  their  names  to  it 
and  are  willing  to  absolutely  prove  it. 

The  Chairman.  Do  you  state  now  under  oath  that  you  believe  the 
estimates  are  correct? 

Mr.  Whitley.  I  do,  as  near  as  estimates  can  be. 

The  Chairman.  Very  well. 

Mr.  Whitley.  I  have  also  the  actual  figures  of  what  it  cost  to 
produce  beets  on  my  particular  ranch  last  year. 

The  Chairman.  Very  well. 

Mr.  Whitley.  Will  you  pardon  me  if  I  read  one  clause  in  this? 

The  Chairman.  Yes. 

Mr.  Whitley.  It  starts  out  with  the  idea  of  stimulated  production 
being  necessary,  due  to  the  patriotic  appeal,  etc. 

The  Chairman.  We  have  only  got  about  an  hour  to  run  here,  so 
I  will  ask  you  to  go  as  rapidly  as  possible. 

Mr.  WniTLEr.  And  it  says : 

Whereas  the  experience  of  the  growers  in  this  section  and  elsewhere  during 
the  past  few  years  has  shown  that  It  is  impossible  to  produce  sugar  beets  under 
existing  conditions  and  at  the  prices  which  have  prevailed  except  at  losses 
which  are  ruinous  to  the  growers. 

The  one  reason  that  the  growers  have  a  representative  here  is  be- 
cause they  want  that  fact  set  forth  publicly.  They  are  willing  to 
grow  beets  and  reply  to  any  practical  patriotic  appeal,  provided 
tliey  do  not  find  out  that  the  other  man  is  making  all  the  money  and 
they  are  taking  the  losses.  Last  year  there  were  $300,000  of  accounts 
which  the  growers  were  unable  to  pay  to  the  people  who  advanced 
the  money,  which  is  the  sugar  company,  after  harvest.  In  other 
words,  the  growers  went  behind  $300,000  and  more  because  they  got 
money  from  their  sistei^,  their  aunts,  their  uncles,  and  other  sources 
in  that  Darticular  district. 

The  Chairman.  When  you  say  the  growers  fell  behind  $300,000, 
you  mean  this  group  of  growers  that  you  are  speaking  for? 

Mr.  Whitley.  Tliis  one  group. 

Tlie  Chairman.  How  many  raisers  are  there  in  that  group,  ap- 
proximately? 

Mr.  Whitley.  I  could  not  say  exactly.  If  I  should  approximate 
it  at  100,  it  would  come  somewhere  near  it.  It  would  average  about 
150  acres  to  the  grower. 

The  Chairman.  So,  that  you  think,  then,  that  each  fellow  came 
out  about  $3,000  worse  than  nothing? 

Mr.  Whitley.  Yes;  something  like  that.  I  do  not  know  of  two 
men  that  raised  beets  that  made  any  clear  money. 

Senator  Jones.  Do  you  know  anything  about  the  profits  of  the 
mnnufacturers,  the  people  who  manufactured  those  beets? 

Mr.  Whitley.  Without  going  into  a  maze  of  details,  one  out- 
standing fact  in  our  district  is  this :  The  sugar  company  operating  at 
Osnard,  to  which  we  take  our  beets,  last  year  built  a  four-story  fac- 
tory; they  advertised  at  the  beginning  of  the  season  that  they  were 
f:oing  to  spend  $500,000  in  betterments,  and  had  employment  for 
rom  750  to  1,000  men  for  a  considerable  period  of  time ;  and  it  is 
estimated  that  they  spent  from  $750,000  to  $1,000,000  in  raising  their 
plant  from  approximately  a  2,000-ton  daily  capacity  to  a  8,000-ton 
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daily  capacity ;  and  so  far  as  we  have  been  able  to  find  out  they  have 
not  produced  and  do  not  show  any  indication  of  producing  any 
evidence  that  that  was  done  by  additional  sales  of  stock  or  additional 
placement  of  bonds,  and  they  do  not  deny  that  that  was  taken  out 
of  the  profits  on  the  manufacture  of  beets,  and  is  shown  as  part  of 
the  cost  of  manufacturing  beets. 

The  Chairman.  What  is  the  name  of  that  company? 

Mr.  WnrrLEr.  That  is  the  American  Beet  Sugar  Co.,  the  Oxnard 
plant.    They  have,  I  think,  six  plants  in  the  company. 

Senator  Ken  yon.  Did  they  declare  any  dividends  last  year? 

Mr.  Whitley.  Last  year  they  declared  a  dividend  on  their  pre- 
ferred stocky  put  in  these  betterments,  and  I  believe  declared  a  divi- 
dend on  their  common  stock. 

The  Chairman.  You  do  not  know  whether  that  common  stock  is 
stock  that  was  paid  for  or  whether  it  is  what  we  commonly  call 
watered  stock? 

Mr.  Whitley.  We  have  been  unable  to  obtain  any  figures.  I  have 
been  trying  while  here  to  get  access  to  certain  congressional  and 
Senate  investigations  setting  forth  those  figures.  It  is  very  difficult 
for  us  to  get  those  figures.  If  more  publicity  be  given  to  them  it 
would  be  a  great  help  in  relieving  the  situation  with  us. 

The  Chairman.  Is  there  something  else  you  want  to  tell  us? 

Mr.  Whitley,  That  is  practically  all.  If  you  care  to  make  this  a 
part  of  your  record,  I  will  leave  it. 

The  Chairman.  Yes;  let  it  go  in. 

(The  resolutions  referred  to  were  marked  "  Exhibit  No.  112.^  here 
printed  in  the  record,  as  follows:) 

ExHisrr  No.  112. 

RESOLUTIONS    ADOPTED    AT    A    MEETING    OF    HEET    GROWERS    OF    THE    SAN    FERNANDO 
VALLEY,   HELD  AT  VAN  NUYS,  CAL.,  ON  TUESDAY  EVENING,  DECEMBER   11,    1917. 

Whereas  it  appears  that  unless  an  Increased  production  of  sugar  beets  be 
stimulated  and  larger  acreages  be  plante<l  to  sugar  beets  during  the  coming 
season  than  are  at  present  contemplated,  the  Nation  will  face  a  sugar  shortage ; 
and 

Whereas  in  the  face  of  this  crisis  an  appeal  has  been  made  to  the  patriotism 
of  the  sugar-beet  growers  throughout  the  Nation  to  do  their  "  bit "  in  the  pro- 
duction of  this  much  needed  commodity ;  and 

Whereas  the  growers  of  this  section  stand  ready  to  do  their  patriotic  duty  In 
so  far  as  they  are  financially  able  to  do  so  and  in  so  far  as  conditions  will 
warrant;  and  * 

Whereas  the  exi)erience  of  the  growers  in  this  section  and  elsewhere  during 
the  past  few  years  has  shown  that  it  is  impossible  to  produce  sugar  beets  under 
existing  conditions  and  at  the  prices  which  have  prevailed,  except  at  losses 
which  are  ruinous  to  the  gi-owers;  and 

Whereas  the  experience  of  the  growers  In  this  section  has  shown  that  the  fol- 
lowing is  a  conservative  estimate  of  the  cost  of  production,  to  wit : 

Plowing $4. 50 

Surface  w^ork,  including  harrowing,  leveling,  chiseling,  etc.,  covering  all 

costs  from  plowing  to  planting,  excluding  replanting  if  any 4. 00 

Planting .00 

Replanting,  including  all  cultivating,  etc 3.00 

Rolling 1.00 

Furrowing  out 1. 20 

Irrigation  w^ater 7. 08 

Labor  for  irrigating 4.50 

Seed  (seed  for  replanting  furnlsherl  by  company) 2.40 

Thinning  and  hoeing  and  keeping  clean  to  harvest 9. 00 

Plowing  out 4.00 
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Topping  and  loading ; |0. 00 

Hauling 6. 75 


Total  working  cost  per  acre 57. 03 

Interest  on  working  capital  at  8  per  cent 1. 25 

Overhead,  superintendent,  idle  team,  dead  stock,  etc 10. 00 

6  per  cent  Interest  on  agricultural  value  of  land  at  $400  per  acre 24. 00 

Taxes : 9.00 

PerUlizer ^ 10.00 


Total  working  cost  per  acre 111.  88 

Nominal  profit 10. 00 


121.88 


And  whereas  the  experience  of  the  growers  In  this  section  has  further  shown 
the  following  average  yields  per  acre  during  the  past  three  years,  to  wit : 

Tons 
per  acre. 

1915 i 10.50 

1916 9.15 

1917 ^ 6.17 

And  whereas  In  the  light  of  this  experience,  and  by  reason  of  the  constantly 
decreasing  average  yield  per  acre,  due  to  the  depletion  of  the  producing  quali- 
ties of  the  soil,  the  average  yield  in  this  section  for  the  ctmilni:  season  of  1918 
can  not  be  reasonably  expected  to  i)e  in  ex^'oss  of  9^  tons  ])er  acre;  and  the 
uvertifje  sugar  test  is  expectcnl  in  be  about  18  per  cent ; 

Xoic,  therefore,  be  it  resolved.  That  the  sugar-beet  growers  in  this  section, 
present  or  represented  at  this  meeting,  stand  ready  to  cooperate  with  the  United 
States  Government  In  this  crisis,  and  to  do  their  patriotic  duty  in  the  produc- 
tion of  sugar  beets  during  the  coming  season  of  1918,  provided  only  that  they 
be  a.<*suretl  a  sufficient  price  per  ton  for  the  sugar  l)eets  to  be  grown  and  pro- 
ducetl  by  them  during  said  season  to  defray  the  cost  of  production  as  shown  by 
the  schedules,  facts,  and  figures  incorporated  herein,  and  to  return  to  them  a 
aomlnal  profit  of  10  per  centum  on  the  said  cost  of  production ;  with  the  un<ler- 
standing,  however,  that  In  the  event  sugar  drops  below  the  present  price  of 
$7.25  per  hundredweight  there  may  be  deducted  from  tlie  said  price  i)er  ton  to 
be  received  by  the  growers  a  flat  sum  equivalent  to  50  per  cent  of  such  drop  in 
price,  and  in  the  event  sugar  rises  above  the  present  price,  then  there  shall  be 
added  to  the  said  price  per  ton  to  be  received  by  the  growers  a  flat  sum  equiva- 
lent to  50  per  cent  of  such  Increase  in  price,  the  puri)ose  of  this  provis<»  being  to 
afford  protection  on  an  equitable  basis  between  the  grower  and  the  manufac- 
turer in  the  event  of  a  rise  or  decline  in  the  present  price  of  sugar. 

Be  it  also  resolved,  That  in  order  to  Insure  careful  tests  and  tares,  and  accu- 
rate weights,  the  growers  demand  the  right  to  employ,  at  their  own  expense, 
and  to  place  in  each  factory  a  chemist,  ta reman,  and  weigher,  who  may  be  re- 
movecl  or  discharged  and  others  employed  in  their  place,  at  the  will  of  the 
growers. 

Be  it  further  resolved.  That  a  committee  of  five  be  chosen  at  this  meeting  to 
represent  the  growers  of  this  section  in  all  negotiations  or  conferences  that  may 
take  place  between  the  growers  and  the  manufacturers,  or  rei»rosentatives  of  the 
United  States  Government,  and  to  appoint  a  delegate  or  delegates  to  accompany 
any  delegation  of  growers  to  Washington  or  elsewhere  If  deeme<l  advisable  or 
expedient,  and  to  raise  the  funds  necessary  to  defray  all  expenses  incurred  in 
connection  therewith. 

And  be  it  also  further  resolved.  That  the  growers  of  this  section  hereby  ex- 
press their  approval  and  appreciation  of  the  efl'orts  put  forth  in  their  behalf 
by  the  district  attorney  of  this  county,  Mr.  Thomas  Lee  Wool  wine,  and  that 
we  hereby  pledge  to  him  our  full  cooperation  and  support. 

We,  the  undersigned,  concur  in  and  approve  the  foregoing  resolutions: ' 

A.  W.  Gravers,  100:  l\  L.  Warden,  lf55;  P.  P.  Ghiglia,  320;  H.  M. 
Lord,  200:  C.  B.  Barkler,  40;  A.  A.  Fallerp,  17;  A.  C.  Mentry, 
213 ;  M.  H.  Fetz,  120 ;  A.  Schelling,  170 ;  K.  R.  Harris,  160 ;  G.  M. 
Garner,  75 ;  Ed.  C.  Hall  &  Son,  335 ;  W.  J.  Petit.  320 ;  J.  G.  Sho- 
walter,  85;  G.  W.  Dickey,  85;  L.  W.  Richardson,  480;  L.  C. 
Abies,  105 ;  J.  T.  Hndley,  05 ;  R.  A.  Mentry,  213 ;  E.  IxKlge,  63 ; 
R.  F.  Smith,  300;  G.  W.  Bohrandy,  450;  Alex  Jeffrey,  985. 

*  Figures  following  names  show  number  of  acres  produced  in  1917. 
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1,  the  undersigned,  hereby  certify  that  the  annexed  resolntlon  is  a  tme  and 
correct  copy  of  a  resolution  adopted  at  a  meetiuf?  of  the  l>eet  growers  of  the  Ssa 
Fernando  Valley,  held  at  Von  Nuys,  CaK.  on  Tuesday  evening,  December  11, 
1917;  tlint  pursuant  to  said  resolution  the  following  persons  were  elected  a 
•committee  of  five  at  said  meeting  for  the  purpose  named  in  said  resolution,  to 
wit,  R.  E.  Whitley,  L.  E.  Bliss,  Alex  JefTrey,  W.  J.  Petit,  and  Armon  Scbelling. 

That  uix)n  the  ndjournuient  of  said  meeting  the  said  persons  constituting  the 
said  committee  met  and  api)olutPd  Mr.  R.  E.  Whitley  as  a  delegate  to  accompany 
Mr.  Thomas  Lee  Woohvlne  to  Washington  and  to  represent  tlie  growers  of  thi* 
section  in  any  conferences  or  negotiations  that  might  take  place  there. 

W.  W.  l^fcOONAUOHT, 

Secretary  of  the  Meeiinp, 

Washington,  D.  C,  December  24,  lOlT 

Upon  request  of  Senator  Reed,  chairman  of  senatorial  Committee  on  Mann- 
facturing.  Dr.  R.  E.  Jones,  of  Fort  Morgan,  Colo.,  submits  itemized  statement 
as  to  cost  of  growing  and  delivering  1  acre  of  sugar  beets  for  seasons  of  1014, 
1915,  lOlG,  1917,  and  adds  5  per  cent  on  1917  report  as  estimated  expense  for 
1918  crop : 

Season  19U, 

Per  acre. 

Fertilizing 1 $7.50 

Plowing 3.00 

Harrowing  and  leveling 2.00 

Seed 1. 75 

Planting .  50 

Thinning  and  first  and  second  hoeing 10.00 

Cultivating 2. 50 

Furrowing  out  and  Irrigating 2. 50 

Plowing  out 3.00 

Hand  labor,  topping,  etc 10.00 

Hauling  12  tons,  at  80  cents 9.00 

Superintendence . 2. 50 

Land  rental 12.  W 

Tools  and  implements 1. 00 

Building  and  fences .55 

Lateral  ditches .  50 

Miscellaneous LOO 

Total 70.40 

The  following  statement  was  submitted  by  Dr.  Jones  after  leaving 
the  witness  stand. 

Washington,  D.  C,  December  24, 1911, 

Upon  request  of  Senator  Reed  (chairman  Senate  Committee  on  Manufactures), 
Dr.  II.  E.  Jones,  of  Fort  Morgan,  Colo.,  submits  itenilze<l  statement  as  to  cost 
of  growing  and  delivering  1  acre  of  sugar  beets  for  seasons  of  1914,  1915,  1910. 
1917,  and  adds  5  per  cent  on  1917  report  as  estimated  expense  for  1918  crop : 

Season  1915, 

Per  acn. 

Fertilizing $7. 50 

Plowing S.00 

Harrowing  and  leveling 2.00 

Seed 1.75 

Planting .  50 

Thinning  and  first  and  second  hoeing 10.00 

Cultivating 2.50 

Furrowing  out  and  Irrigating 2. 50 

Plowing  out 3. 00 

Hand  Inlwr,  topping,  etc 10.00 

Hauling  12  tons,  at  80  cents 9. 00 

Superluten<leuce 2, 50 

Land  rental 12. 50 
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IVwIb  and  implements — . f  1. 00 

Bntidlng  and  fences .  G5 

Lateral  ditcbes .  50 

IflsceUaneous 1.00 

Total 70. 40 

Washington,  D.  C,  Decemf^er  t^,  1917. 

Upon  request  of  Senator  Reed  (chairman  Senate  Committee  on  Manufactures), 
Dr.  R.  E.  Jones,  of  Fort  Morgan,  Ck)lo.,  submits  itemized  statement  as  to  cost 
of  growing  and  delivering  1  acre  of  sugar  beets  for  season  of  1014.  1915.  1916, 
1917.  and  adds  5  per  cent  on  1917  report  as  estimated  expense  for  1918  crop : 

6ea9on  1916, 

Per  acre. 
Fertilizing $7. 50 

Plowing 8.00 

Harrowing  and  leveling 2. 00 

Seed 1.75 

Planting .  50 

Thinning  and  first  and  second  lioclng 10. 00 

Cultivating 2.50 

Furrowing  out  and  irrigating 2. 50 

Plowing  out 3. 00 

Hond  labor,  topping,  etc 10. 00 

Hauling  12  tons,  at  80  cents 9.  CO 

Superintendence 2. 50 

Ijind  rental 12. 50 

Tools  and  implements 1. 00 

Building  and  fences .  55 

Lateral  ditches .  50 

Miscellaneous 1.00 

Total 70. 40 

Washinoton,  D.  C,  December  2^,  1917. 

rpon  request  of  Senator  Reed  (chairman  of  senatorial  Committee  on  Manu- 
factures), Dr.  R.  E.  Jones,  of  Fort  Morgan,  Colo.,  submits  itemized  statement 
ft8  to  cost  of  growing  and  delivering  1  acre  of  sugar  beets  for  seasons  of  1914, 
1915.  1916.  1917.  and  adds  5  per  cent  on  1917  report  as  estlmnted  expense  for 
1918  crop. 

8ea9<m  1917. 

Per  acre. 

KerUlizlug $7.50  $10.00 

Plowing 3. 00  4. 00 

Hnrrowing  and  leveling 2. 00  2.  50 

See«l  - 1. 75  1.  75 

Planting .50  .75 

Thinning  and  first  and  second  hoeing 10.00  12. 50 

CulUvatIng 2.  50  3. 00 

Furrowing  out  and  irrigating 2. 50  3. 00 

Plowing- out 3. 00  3. 50 

Hand  labor,  topping,  etc 10. 00  12. 50 

Hauling  12  tons  at  80  cents 9. 00  12. 00 

Superintendence  2. 50  3. 00 

Und  rental 12. 50  20. 00 

Tool.^  and  implements >- 1.00  2.50 

Building  and  fences .55  1.00 

Lateral  ditches .50  .75 

Mispellaneous 1. 00  1. 50 

Total 70.40      93.75 

KKtimntPd  cost  of  1918  crop,  $98,437  per  acre. 
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According  to  our  best  Judgment  and  belief  the  above  report  sabmitted  U 
corr«i<.'t. 

John  A.  HicKSt 
President  Mountain  States  Sugar-Beet  Growers'  Association. 

J.  M.  GouJNs, 
President  State  Farmers'  UfUon  of  Colorado. 

District  of  Columbia  : 
Subscribed  and  sworn  to  before  me  this  24th  day  of  December,  1917. 

[SEAL.]  OBOBGE  B.  ASHBT, 

Notary  PuHic, 
My  commission  expires  October  22,  1922. 

The  president  of  the  Great  Western  Sugar  Co.  (Mr.  Petrlkin)  gave  the  fol- 
lowing sworn  statement  of  the  cost  of  growing  sugar  beets  by  their  company  on 
their  farm  immediately  adjoining  their  sugar  factory;  the  statement  to  be 
found  on  page  2724  Hardwlck  Hearings,  as  follows : 

"  For  the  year  1906  for  213  acres,  cost  per  acre  being  $70.86.** 

Respectfully  submitted. 

R.  E.  Jones,  M.  D. 

Decembeb  26,  1917. 

TESHMOHT  OF  B.  E.  TOHES. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  What  is  your  name? 

Mr.  Jones.  R.  E.  Jones. 

The  Chair^ian.  Where  do  you  live? 

Mr.  Jones.  Fort  Morgan,  Colo. 

The  Chair^ian.  What  is  your  occupation  or  business? 

Mr.  Jones.  I  am  a  physician,  sir. 

The  Chairman.  Are  you  in  any  way  interested  in  the  beet-sugar 
business? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  As  a  producer  of  beets  or  as  a  manufacturer! 

Mr.  Jones.  As  a  producer. 

The  Chairman.  Where  is  your  location? 

Mr.  Jones.  I  live  at  Fort  Morgan,  Colo.,  Morgan  County.  I  first 
raised  beets  in  that  county.    I  am  now  raising  beets  in  Weld  County. 

The  Chairman.  Do  you  use  irrigated  land  or  other  land? 

Mr.  Jones.  Irrigated  land  entirely. 

The  Chairman.  Before  I  forget  it,  I  understood  that  you  had  b 
letter  here  from  Mr.  Hoover  or  from  his  office. 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  In  regard  to  beet  prices. 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Will  you  kindly  let  me  see  that  correspondence! 

(The  correspondence  was  handed  to  the  chairman.) 

The  Chairman.  I  suppose  this  letter  of  November  8  was  written 
in  reply  to  a  letter  which  you  had  written  ? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  I  will  thank  you  if  you  will  tell  us  very  briefly 
the  extent  of  your  interest  in  beets,  either  directly  or  as  a  representa- 
tive of  others. 

Mr.  Jones.  My  interest  primarily  is  that  of  a  grower,  naturally. 
Then  my  interest  extends  to  the  benefit  of  the  immediate  community 
and  the  State  at  large.  In  1905  I  first  grew  beets.  I  contracted  250 
j»€res.    Subsequently  I  formed  a  little  company,  each  sharing  25  per 
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cent  alike.  That  year  we  received  $4.50  a  ton.  I  got  insight  enough 
into  the  business  to  find  that  did  not  pay  and  sold  out  my  interest. 
I  did  not  raise  again  until  1915.  There  had  been  various  advances 
made.  I  had  acquired  other  land  in  a  different  community.  The 
tenants  desired  to  plant  beets,  and  for  that  reason  I  allowed  them  to 
plant  some  beets  to  rotate  the  crop.  For  the  security  of  beets  it  has 
one  attractive  feature  out  in  our  part  of  the  country.  It  is  a  stable 
crop.  We  have  a  little  hail  out  there  occasionally,  and  beets  are 
quite  rugged  after  they  start.  Where  wheat  and  oats  would  soon  be 
destroyed,  beets  can  be  damaged  a  little  and  then  will  come  on  again, 
mature,  and  make  a  crop. 

The  Chaikman.  In  a  general  way,  you  represent  yourself  as  a 
producer;  and  do  you  speak  for  other  producers  in  Colorado? 

Mr.  Jones.  Yes,  sir.  In  Morgan  County  last  year  we  had  23,000 
acres  of  beets.  This  year  we  have  approximately  about  20,000  acres. 
Then,  on  a  larger  scale,  we  have  what  is  known  as  the  Intermountain 
Beet  Growers'  Association,  that  takes  in  Wyoming,  Colorado,  and 
Nebraska;  so  that  there  is  a  committee  of  us  down  here  comprising 
some  six  men  that  represent  this  association.  I  will  remark,  inci- 
dentally, that  out  of  a  total  acreage  of  407,300  acres  in  the  United 
States  for  the  year  1914  that  acreage  is  all  represented  here  in  this 
room  at  the  present  time  except  87,900  acres.  This  is  the  Federal 
Trade  Commission's  report  issued  May  24,  1917,  but  this  just  notes 
the  acreage  during  the  year  1914. 

Senator  Vardaman.  How  are  your  beets  cultivated — ^by  day  labor 
or  on  shares  or  by  renters,  or  how  is  it — ^by  small  farmers  or  large 
farmers  ? 

Mr.  Jones.  We  have  day  labor  there.  Wlien  we  contract  our  beets 
we  have  to  pay  the  day  labor  so  much.  For  instance,  on  the  1917 
crop  we  paid  the  day  laborers  $22  an  acre  to  look  after  the  beets. 
On  the  1918  crop  the  approximate  cost  will  be  right  around  $28  to 
$30  an  acre. 

Senator  Vardaman.  What  kind  of  labor — white  men,  Chinamen, 
Mexicans,  or  what? 

Mr.  Jones.  We  have  the  German-Russians,  largely,  and  jjrobablj 
in  Morgan  County  from  15  to  20  per  cent  of  our  labor  now  is  Mexi- 
can labor. 

Senator  Vabdaman.  Is  the  land  planted  in  beets  owned  in  large 
bodies  by  companies  or  individuals? 

Mr.  Jones.  No;  it  is  not;  it  is  individually  owned.  The  Great 
Western  Sugar  Co.  owns  two  or  three  quarters  of  land,  but  they 
usually  put  them  in  their  seed  beets.  Seed  beets  go  to  seed  bien- 
nially; and  they  plant  their  farms  largely  to  seed  beets,  and  use 
them  as  stock  farms  also. 

Senator  Vabdaman.  Do  you  rent  any  land  that  is  cultivated  in 
beets? 

Mr.  Jones.  I  rent  my  lands. 

Senator  Vardaman.  What  rent  do  you  get? 

Mr.  Jones.  One  fourth — one-fourth  and  your  share  of  the  tops 
for  stock  feed. 

Senator  Vardaman.  Is  any  land  rented  for  a  money  rent-r-so 
much  per  acre? 

Mr.  Jones.  I  do  not  know  of  any  in  Morgan  County.  There  may 
be  some,  but  I  do  not  know  of  any. 
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Senator  Vardamak.  Have  you  ever  figured  out  what  it  costs  you 
to  raise  beets  per  ton  ? 

Mr.  Jones.  Per  tout  No.  We  usually  figure  on  the  basis  of  per 
acre,  Senator. 

The  Chaiaman.  Have  you  figured  what  it  costs  you  to  raise  beets 
per  ton  y 

Senator  Yardaman.  He  says  he  has  not';  he  says  he  has  per  acre. 

Mr.  Jones.  Per  acre,  Senator. 

The  Chairman.  Well,  all  right  You  have  figured  what  it  costs 
per  acre,  and  you  also  know  the  average  tonnage,  do  you  not! 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  It  would  not  be  very  hard  for  you  to  divide  iti 

Mr.  Jones.  No. 

The  Chairman.  Will  you  not  please  give  it  to  us? 

Mr.  Jones.  The  average  cost  per  acre,  from  1906  to  1911,  was 
$63.91  per  acre,  brought  out  by  Mr.  Petrikin,  who  is  now  president 
of  the  Great  Western  Sugar  Co.,  as  what  it  cost  those  people  to 
raise.  The  farmers'  statement,  gotten  out,  is  that  it  costs  $70.40  an 
acre.  This  was  some  two  years  ago,  with  everything  advancing  so 
rapidly.  For  instance,  one  point,  taking  our  beets  from  the  field 
and  delivering  them  to  the  switch  or  to  the  factory,  we  paid  this 
present  season  $125  a  month  for  a  man  who  scooped  beets  into  the 
wagon  and  scooped  them  out  again,  and  gave  him  his  board  and  his 
room. 

Senator  Vardaman.  What  did  you  pay  before  that? 

Mr.  Jones.  Before  that  we  usually  hired  men  by  the  month.  It 
usually  cost  us  about  $35  a  month. 

Senator  Vardaman.  Then  wages  have  increased  about  300  per  cent, 
have  they  not? 

Mr.  Jones.  They  have  increased  quite  extensively,  yes,  right  along 
there.  If  a  man  were  to  start  in  farming  next  year,  I  have  in  that 
bunch  of  papers  there  a  statement  made  out  by  Mr.  Patterson,  our 
principal  hardware  dealer,  as  to  the  advance  in  implements,  includ- 
mff  harness,  etc.,  and  if  I  may  advance  an  idea  here,  I  want  to  make 
this  statement,  that  we  are  in  utter  ignorance  in  our  community  of 
this  hearing  going  on.  We  came  here  seeking  relief  at  the  hands  of 
the  Food  Administration,  when  they  got  to  sending  out  word  to  the 
landowners  and  to  the  farmers,  purely  upon  the  basis  of  a  patriotic 
appeal,  that  they  wanted  us  to  put  in  more  acres,  and  it  left  a  pretty 
heavy  burden  upon  us,  because  we  know  we  are  buying  liberty  bonds, 
we  Icnow  that  the  sons  and  the  daughters  there  are  going  to  the 
front,  and  we  do  not  like  to  have  the  Food  Administration  believe 
that  it  is  necessary  to  make  an  appeal  to  us  on  the  basis  of  patriotism 
to  increase  our  acreage.  We  wanted  to  tell  Mr.  Hoover  why  this 
cause  existed,  and  its  remedy,  as  we  thought.  That  is  the  incentive 
that  brought  us  down  here. 

The  Chairman.  Will  you  be  in  town  to-morrow? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  I  am  going  to  ask  you  to  prepare  to-morrow, 
and  to  send  to  the  committee,  a  statement  of  costs  and  expenses  for 
next  year's  crop,  and  with  that  a  statement  of  the  costs  and  expenses 
on  last  year's  crot).  and  the  year  before,  running  back  three  or  four 
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or  five  years,  giving  us  your  costs  as  accurately  as  you  can.    Can  you 
do  that? 

Mr.  Jones.  I  can  approximate  it 

The  Chaibmax.  Very  well.  We  may  be  going  into  some  detail, 
and  I  think  we  might  avoid  that  by  that  suggestion. 

Mr.  Jones.  That  is  all  right,  Senator. 

The  Chairman.  What  is  the  price  that  has  been  paid  this  last  year 
for  beets  f 

Mr.  Jones.  The  best  nrice  is  $6^  with  a  promise,  after  such  a  length 
of  time  had  elapsed,  ana  the  acreage  did  not  come  along  quite  rapidly 
enough,  of  a  50-cent  bonus  per  ton.  The  basic  price  was  $6  on  hects 
that  ran  from  12  per  cent  up  to  14  per  cent  saccharine  matter. 

The  Chairman.  Have  you  any  of  these  contracts? 

Mr.  Jones.  We  have  them  here  in  the  room.  Mr.  Cummings, 
have  you  your  contract  here? 

Mr.  CuMMiNGs.  No ;  I  have  a  table  here. 

Mr.  Jones.  You  have  the  proposed  contract? 

Mr.  CuMMiNGS.  I  have  a  proposed  contract.  I  have  a  table  show- 
ing the  cost  of  beets  in  1914,  1916,  and  1916,  the  yield  per  acre,  and 
the  amount  of  sugar  in  them. 

The  Chairman.  One  table  would  be  as  much  as  we  would  want. 
What  I  want  to  get  at  is  this,  what  was  the  contract  price  named 
for  the  year  1913,  per  ton? 

Mr.  Jones.  At  that  time  I  was  not  raising  beets. 

The  Chairman.  Then  1914? 

Mr.  Jones.  I  did  not  raise  beets  that  year. 

The  Chairman.  1915  ? 

Mr.  Jones.  Five  dollars  and  a  half. 

The  Chairman.  That  was  the  contract  price? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Did  you  get  any  bonus  that  year  in  order  to  in- 
duce the  farmers  to  put  in  beets? 

Mr.  Jones.  Possibly  we  got  a  50-cent  bonus.    I  am  not  sure. 

The  Chairman.  Was  that  late  in  the  season,  looking  forward  to 
securing  more  acreage? 

Mr.  Jones.  Looking  forward  to  securing  more  acreage  for  the  fol- 
lowing vear. 

The  Chairman.  In  1917  you  were  in  the  business? 

Mr.  Jones.  Yes,  sir. 

The  Chairma*n.  What  was  the  price? 

Mr.  Jones.  $6  on  a  basic  percentage  of  12  to  14;  12|  cents  advance 
on  every  half  per  cent  after  14. 

The  Chairman.  That  is,  in  price? 

Mr.  Jones.  Yes,  sir ;  per  ton. 

The  Chairman.  I  am  asking  you  whether  there  was  any  bonus 
given? 

Mr.  Jones.  Just  that  50  cents. 

The  Chairman.  That  same  50  cents  on  it? 

Mr.  Jones.  That  same  50  cents.  I  think  there  was  an  additional 
aO  cents  added.    Mr.  Bacon,  do  you  remember? 

Mr.  Bacon.  In  1917,  yes. 

The  Chairman.  When  was  that  offered  to  you?  Was  that  offered 
to  yon  when  your  crop  was  only  partly  planted,  or  offered  later  on? 
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Mr.  Jokes.  That  was  offered  later  on,  when  it  seemed  like  there 
was  a  sugar  famine  in  sight.  We  first  got  a  50  cent  advance  earl; 
in  the  season,  very  early  in  the  season. 

The  Chairman.  How  did  the  50  cents  help  to  do  away  with  the 
sugar  famine  after  the  crop  had  been  planted  t  I  do  not  quite  get 
that. 

Mr.  Jones.  This  50  cents  later  on  came  on.  There  were  two  differ- 
ent 50-cent  raises,  the  last  50  cents  coming  on  when  the  factory 
people  appreciated  the  fact  that  labor  was  going  up  so  rapidly  in 
price,  materials  were  advancing  so  rapidly  m  price  that  there  was 
a  certain  psychology  in  the  various  communities  to  appease — to  sup- 
press agitation. 

The  Chairman.  Discontent? 

Mr.  Jones.  Yes,  sir.    That  is  their  ointment  and  their  salve. 

The  Chairman.  The  proposed  price  for  next  year  is  what? 

Mr.  Jones.  The  proposed  price  for  next  year  is  $8.37^  on  the  basic 
percentage  of  12  to  14  per  cent  saccharine  matter. 

The  Chairman.  Is  that  a  living  price? 

Mr.  Jones.  It  is  not. 

The  Chairman.  How  much  is  it  below  the  living  price? 

Mr.  Jones.  That  will  be  pretty  hard  for  me  to  state  at  once. 

Senator  Vardaman.  Why  do  they  pay  less  for  beets  in  California 
than  they  do  in  Colorado? 

Mr.  Jones.  Because  the  sugar  content  runs  about  3  per  cent  higher. 

Senator  Lodge.  Three  per  cent  higher  in  Colorado? 

Mr.  Jones.  No,  sir;  in  California. 

Senator  Vardaman.  You  do  not  raise  any  17  per  cent  beets  in 
Colorado,  do  you  ? 

Mr.  Jones.  Yes,  sir;  in  various  neighborhoods;  they  are  spotted. 

The  Chairman.  Can  you  approximate  the  cost  for  next  year — the 
price  beets  would  have  to  be  in  order  to  get  out  even  ? 

Mr.  Jones.  I  do  not  see  any  way  of  coming  at  that  only  in  this 
way,  a  cost  that  would  be  satisfactory  to  the  farmer  to  make  good 
the  lack  of  acreage  that  will  be  planted,  and  I  know  that  they  are 
not  going  to  plant  beets  there  unless  they  get  about  $12  a  ton  for  a 
16  per  cent  beet. 

Senator  Lodge.  That  is  a  high  per  centage,  is  it  not? 

Mr.  Jones.  No;  a  16  per  cent  beet  will  just  about  get  our  average 
beet,  in  my  country,  and  I  suppose  it  will  in  Fort  Collins  and  Greeley. 

The  Chairman.  In  other  words,  if  they  get  it  that  high,  it  is  your 

t'udgment  that  the  farmer  will  plant,  and  if  they  do  not  get  it  that 
ligh,  he  will  quit  planting? 

Mr.  Jones.  Senator,  it  is  not  an  attractive  crop.  He  will  raise 
wheat. 

Senator  A'^ardaman.  Can  you  fertilize  the  ground  so  as  to  increase 
the  saccharine  matter  in  the  beet? 

Mr.  Jones.  We  can  increase  the  tonnage,  but  not  the  saccharine 
matter. 

Senator  Vardaman.  It  has  been  suggested  to  me  by  Senator  Jones 
that  they  get  sugar  from  air. 

Mr.  Jones.  Yes,  sir;  the  leaves  and  the  roots  work  coordinately. 

Tlie  Chairman.  You  say  if  the  price  is  net  up  to  12,  what  will 
happen  ?  Will  the  farmers  continue  in  the  beet  business,  or  will  they 
go  to  raising  something  else? 
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Mr.  Jones.  They  really  will  raise  something  else,  if  we  did  not 
feel  that  it  was  our  patriotic  duty  to  raise  beets,  because  we  would 
rather  raise  something  else,  even  at  that. 

The  Chairman.  Because  something  else  would  be  more  profitable? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  You  have  had  some  correspondence  with  the  Food 
Administration  in  regard  to  this,  have  you  not? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  I  notice  here  a  letter  of  October  11. 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Is  that  the  first  communication  you  had  with 
them  ? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Do  you  object  to  my  putting  these  in  the  record? 

Mr.  Jones.  No,  sir. 

The  Chairman.  I  want  to  offer,  then,  the  letter  of  October  11, 
1917,  written  to  Mr.  Hoover.  I  am  not  going  to  take  time  to  read  it, 
if  the  committee  please. 

(The  letter  referred  to  is  here  printed  in  the  record  in  full,  as 
follows :) 

Exhibit  No.  113. 

Fort  Moboan,  Colo.,  October  11,  1917, 
Mr.  Hebbebt  0.  Hoovee,  Washington,  D,  C, 

Deab  Sir:  The  report  which  I  submit  and  the  request  which  I  made  In  behalf 
of  tlie  sugar  beet  growers  you  will  find  are  attested  to  by  Thomas  Park,  presi- 
dent of  the  local  farmer's  union ;  J.  M.  Collins,  of  Eaton,  Colo.,  president  of  the 
State  Farmer's  Union;  Mr.  Hicks,  of  Greeley,  Colo.,  president  of  the  Rocky 
Mountain  States  Sugar  Beet  Growers*  Association. 

Inasmuch  as  a  price  was  fixed  for  wheat  and  also  flour  for  the  purpose,  1 
Infer,  of  protecting  producer  and  consumer  alike  from  manufacturer  and  mid- 
dleman, who  are  also  designated  as  profiteers,  this  action  of  yours  has  reflected 
great  credit  to  our  country  and  has  met  with  general  approval. 

As  momentous,  far-reaching,  and  varied  as  are  your  duties  it  is  with  temerity 
that  I  call  your  attention  to  one  feature  of  our  food  supply,  which  might  other- 
wise escape  your  notice. 

Why  not  fix  the  price  of  farmer's  sugar  beets  to  the  factory,  just  as  you  have 
his  wheat  to  the  miller?  Mr.  Hoover,  the  sugar  companies  made  a  net  profit  of 
$226.40  off  of  every  acre  of  land  the  farmers  had  in  beets  which  yielded  10  tons 
to  the  acre,  and  the  majority  of  our  beets  made  that  yield,  while  some  of  our 
ne^'er  land  fell  short  of  that  tonnage,  which  gave  us  a  county  average  of  12.4 
tons  per  acre — this  was  for  season  of  1916 — and  the  farmer  made  about  $4  per 
acre  at  12  tons  per  acre,  while  he  carries  the  bulk  of  the  Investment  to  produce 
sugar,  did  all  the  heavy  work  of  maturing  the  crop,  and  took  all  the  chances  of 
crop  failure. 

We  are  now  beginning  to  harvest  the  1917  crop  of  sugar  beets.  The  expense 
of  growing  this  crop  has  been  tremendous  as  comparecl  to  former  years.  For 
Instance,  this  one  item :  We  nre  paying  men  without  their  teams  and  wagons  $100 
and  their  board  per  month  to  haul  these  beets  to  cars  or  factory,  and  the  in- 
crease Is  general  as  concerns  expense  to  farmer  all  along  the  line,  and  the 
expense  to  grow  and  deliver  1  acre  of  beets  this  year  will  be  between  $90  and 
$100  per  acre. 

Mr.  Petrikin,  who  Is  president  of  the  Grejit  Western  Sugar  Co.,  made  this 
swoi^n  statement,  that  for  six  years  the  average  cost  to  their  company  on  their 
uwn  ground  to  produce  1  acre  of  beets  was  $03.91.  (See  Hardwlck  hearings,  p. 
2727,  for  the  evidence  of  Mr.  Petrikin.)  This  expense  was  for  1906  to  1911, 
inclusive,  when  labor  was  cheap,  and  It  Is  conservative  to  state  that  $100  Is  a 
fnlr  estimate  of  cost  at  this  time.  Now,  the  Great  Western  Sugar  Co.  will  admit 
tlint  they  secure  2.5  bags  of  sugar  from  1  ton  of  beets ;  then,  at  12.5  tons  to  the 
acre  31.25  bags  nre  secured ;  at  $7.25  per  bag  they  receive  $226.56  for  the  farm- 
er's 1  acre  of  beets. 
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Their  expense  to  manufacture  one  bag  of  sugar,  which  includes  cost  of  beets, 
sacks,  maintenance,  and  repairs,  plus  depreciation  and  every  other  espenae 
entailed  in  process  of  manufacture,  is  $3.7384  per  bag.  Now,  you  will  note  main- 
tenance and  repair,  which  amounts  to  $0,167,  Is  charged  against  the  farmer  as 
an  expense  to  make  his  beets  into  sugar,  and  this  should  compensate  for  de- 
preciation ;  but  not  so,  for  they  charge  against  the  farmer's  beets  a  depreciatian 
expense  of  25  cents  against  ever^  bag  of  100  pounds  of  sugar.  So  when  I  quote 
the  above  figures  to  you,  I  am  quoting  Table  18,  page  80,  of  the  Govemia^it 
Federal  Trade  Ck>mmisslon,  entitled  "  Report  on  Beet  Sugar  Industry  of  United 
States,"  issued  May  24,  1917,  by  our  Government.  Now,  let  us  assume  that  the 
increase  in  price  of  labor  and  material  will  also  make  the  factory's  expense 
gresiter,  and  by  a  close  analysis  we  find  that  $4  per  bag  will  cover  every  item  of 
expense  in  the  manufacture  of  100  pounds  of  sugar ;  so  that  the  expense  of  mak- 
ing 31.25  bags  of  sugar  secured  from  1  acre  of  beets,  at  $4  per  bag,  is  $125,  thus 
leaving  a  net  profit  to  the  company  of  $101.5625  per  acre  off  of  the  fanner's 
investment  and  labor  and  the  hazard  which  he  has  taken  to  produce  this  crop. 

Now,  the  farmer  will  receive  approximately  with  the  sliding  scale  an  average 
of  less  than  $7  per  ton  for  his  beets,  but  we  will  assume  that  it  will  be  $7  flat 
per  ton,  so  his  12.5  tons  per  acre  will  yield  him  $87.50 ;  then  the  foliage  and  tops 
are  worth  $4  per  acre  for  forage,  so  that  he  has  a  totAl  income  from  his  acre  of 
land  of  $91.50  and  an  expense  of  from  $90  to  $100  to  grow  and  deliver  his  crop. 
You  say  absurd.  Well,  I  have  submitted  the  figures  and  various  reports.  Too 
may  say,  Why,  if  this  is  true,  do  they  continue  to  grow  them?  I  answer  that 
one  item  of  expense  that  the  Great  Western  Sugar  CJo.  took  into  account  and 
which  they  had  to  hire  was  time  for  labor.  Now,  it  is  for  this  reason  that  they 
abandoned  growing  beets  on  their  property,  for  they  know,  as  a  rule,  that  the 
farmer  does  not  count  his  time  as  anything,  and  it  is  this  item  that  allows  him 
to  Just  make  a  meager  living  off  of  his  farm,  while  the  great  sugar  companies 
are  making  over  $100  an  acre  clear  profit 

I  use  the  Great  Western  Sugar  Co.'s  name  here,  for  no  other  reaston  than  this 
is  tbe  company  with  which  we  iumuHliately  come  in  contact;  not  that  I  think 
they  lire  morr»  trnilty  tlutn  otiior  •ompaiites,  as  I  have  reason  to  believe  that 
all  arc  qiiito  siniilnr. 

When  ycm  fixed  the  fjirniers'  price  of  wheat,  i  can  have  no  doubt  but  what 
you  were  familiar  with  the  cost  of  proiliiction  to  the  farmer.  Xow,  1  have 
given  you  the  facts  ooncernini:  the  beet  grower  and  clte<l  you  to  authorities. 
shonUl  you  cure  to  investigate,  which  will  clearly  show  you  that  if  the  wheal 
grower  needed  protection  from  the  profiteer,  you  have  a  double  reason  to  protect 
the  beet  grower  from  this  profiteering  buccaneer,  for  he  has  driven  nearly  all 
the  farmers,  except  the  foreign  element  with  large  families  of  little  children, 
from  the  beet  fields,  and  it  is  these  little  children  and  their  mothers,  who 
work  from  early  dawn  till  late  at  nlirht  and  whose  time  is  now  counted  as  noth- 
ing, that  makes  beet  farming  at  all  possible. 

Mr.  Hoover,  a  terrible  thing  is  beinjr  enacted  here  We  are  sure  that  you  are 
totally  unaware  of  it,  or  some  effort  would  have  been  advanced  some  time  ago, 
but  now  that  you  know,  we  feel  that  some  effort  will  be  made  by  you.  We,  as 
a  farming  community,  commend  not  only  the  Great  Western  but  all  other 
sugar  companies  and  all  other  large  business  interests  in  their  splendid  spirit 
of  patriotism,  when  they  rush  to  our  country's  aid  In  buying  millions  and  mil- 
lions of  dollars  of  liberty  bonds.  We  are  only  human  and  we  feel  that  same 
surging  impulse  to  praise,  worship,  adv)re,  andsuppi^rt  our  country  in  her  time 
of  need ;  can  not  you  make  it  possible  for  us  to  more  closely  come  Into  possession 
of  what  we  w^ould  deem  a  more  equitable  division  of  the  profits  In  this  great 
Industry,  that  we  may  also  purchase  liberty  bonds  and  not  only  evidence  our 
patriotism  but  share  In  the  supreme  glory  of  responding  to  our  country's  call 
In  her  hour  of  neeii. 

We  are  aware  while  submitting  this  report  and  making  this  request  that  tht* 
president  of  the  Great  Western  8uj;ar  (V.  (Mr.  Potrlkin)  has  spent  a  great  deal 
of  time  in  Washington  and  the  East,  and  we  are  also  aware  of  the  fact  that 
Mr.  Thomas  B.  Stearns,  who  is  now  in  t'outrol  of  our  food  supply  for  the  State 
of  Ck)lorado,  is  now  building  a  large  sugar  factory,  he  being  one  of  the  principal 
owners,  consequently  in  the  event  that  you  should  investigate  this  condition,  I 
presume  you  would  largely  depend  upon  him  in  this  matter  and  it  la  for  th5s 
reason  that  I  o.i\\\  your  attention  to  the  fact  that  Mr.  Stearns's  interests  are 
directly  opposite  those  of  the  farmer. 

Now,  in  conclusion,  allow  me  to  state  that  wheat  which  yields  30  bushels  to 
the  acre  will  alsi>  yiebl  6  barrels  of  Hour.     The  maximum  profit  you  allow  the 
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miller  is  25  cents  per  barrel,  and  this  amounts  to  $1.50  profit  per  acre;  the 
by-products— brans,  shorts,  etc. — ^for  this  acre  of  wheat  will  possibly  yield  an- 
other 50  cents  profit,  which  will  allow  the  miller  to  make  practically  $2  net 
profit  for  every  acre  of  wheat  which  averages  30  bushels.  The  contrast,  Mr. 
HooTer,  is  startling,  for  we  all  realize  at  this  period  of  civilization  that  sugar 
is  one  of  the  prime  necessities  of  life,  and  yet  the  great  sugar  companies  are 
allowed  to  make  a  clear  net  profit  of  over  $100  per  acre  of  beets  which  yield  12^ 
tons  per  acre,  a  difference  of  $08  an  acre  in  favor  of  the  sugar  miller  as  against 
the  flour  miller. 

Our  factory  here  sliced  about  12,000  acres  of  beets  last  season  and  should 
they  slice  that  many  this  year,  then  their  net  earnings  will  be  $1,200,000  on  an 
original  investment  of  $550,000,  but  which  is  now  assessed  at  about  $1,000,000. 

I  most  respectfully  Invite  the  closest  scrutiny  and  analysis  of  this  report  and 
request 

Respectfully  submitted. 

R.  E.  Jones,  M.  D. 

Attest:  After  carefully  reading  and  analyzing  the  foregoing  statements  of 
r>r.  R.  El  Jones,  we  cheerfully  subscribe  to  the  correctness  of  same. 


Subscribed  and  sworn  to  before  me  this 


Notary  Public. 

Mr.  Jones.  Let  me  suggest  that  in  this  letter  there  is  space  there  to 
be  attested  and  that  the  original  was  signed  by  Mr.  Collins,  president 
of  the  State  Farmers'  Union,  and  also  bv  J.  A.  Hides,  president  of 
the  Intermountain  State  Sugar  Growers'  Association. 

The  Chairman.  I  will  thank  you  if  you  will  complete  the  copy 
before  I  leave  it. 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Then  I  put  in  evidence  the  reply  of  Mr.  Rolph, 
dated  October  20. 

(The  paper  referred  to  is  here  printed  in  full  in  the  record,  as 
follows:) 

ExHinrr  No.  114. 

Uniied  States  Food  Administration, 

Washington,  D.  C,  October  20,  1917, 
Mr.  R.  E.  Jones,  Esq., 

Fort  Morgan,  Colo, 

Deab  Mb.  Jones:  Tills  is  In  ncknowledgment  of  your  communication  of  the 
11th  instant  addressed  to  Mr.  Hoover. 

The  particular  matter  to  which  you  have  called  attention  has  beeen  given 
careful  considerntion  t)y  tlie  Food  Administration,  wliich  hoi)es  that  it  may  be 
satisfactorily  adjusted  by  mutual  cooperation  between  the  farmers  and  sugar 
manufacturers.  It  is  the  earuest  hope  of  the  Food  Administration,  in  view  of 
the  urgent  necessity  for  sugar  supplies  that  tlie  beet  croi)  of  1018  may  sulTer  no 
diroinlshment  and  that  the  farmers  in  the  beet-producing  States  will,  as  a 
fMitriotic  duty,  cooperate  to  that  end. 
Very  truly,  yours, 

U.  S.  Food  Adminibtbation, 
By  Geo.  M.  Uolph. 

Mr.  Jones.  I  misplaced  the  letter  to  which  this  letter  here  is  the 
answer,  but  I  got  this  out  of  the  newspaper. 

The  Chairman.  You  have  here  a  newspaper  clipping  containing 
what  purports  to  be  a  copv  of  a  letter  you  wrote  on  October  19  to 
Mr.  Rolph  1 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  And  this  is  a  true  copy  of  it  ? 

Mr.  Jones.  Yes,  sir;  that  is  a  true  copy. 
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(The  papers  referred  to  are  here  printed  in  the  record  in  fulK  as 
follows:) 

Exhibit  No.  115. 

FoBT  MoBOAN,  Colo..   October  IB,  iSil. 
Hon.  Geo.  W.  Rolph, 

United  States  Food  Administration,  Sugar  Department. 

Dear  Sir:  Relative  to  my  letter  to  Mr.  Hoover  concerning  the  price  of  sugar 
beets  which  we  think  the  factory  should  pay  the  fanner,  will  state  that  your 
reply  is  before  me,  and  also  the  purported  statement  given  out  by  Mr.  Hoover 
October  20  concerning  the  sugar  situation  in  general  to  the  Associated  Press, 
and  among  otlier  remnrlss  the  intimation  was  made  that  it  was  the  farmers' 
patriotic  duty  to  Increase  his  acreage  at  this  particular  time,  as  it  Is  not  only 
our  country's  consumption  that  must  be  provided  but  the  world  to  a  very  large 
extent  Is  dependent  upon  us  for  its  sugar  supply. 

Then  again  in  your  letter  to  me  you  also  make  the  same  statement  Now, 
i  freely  assume  the  responsibility  of  this  statement  to  Mr.  Hoover  ami  your- 
self, that  so  far  as  patriotic  duty  is  involved  fear  not,  indeed,  dismiss  nil  con- 
cern you  may  feel  toward  the  farmer  after  you  have  establlshod  the  fact  Mint 
you  are  giving  him  the  same  equivalent  in  protecting  his  inter«»st  that  you 
are  to  the  beet  manufacturer. 

You  will  note  in  the  new  contract  for  1918,  as  isj«ue<l  by  the  Great  Wt»storn 
Sugar  Co.,  that  they  are  offering  a  sliding  scale  and  that  one  feature  of  this 
contract  is  that  a  IJ-cent  raise  Ifor  every  one-half  per  cent  increase  in  supir 
content  is  denied  to  all  those  l)eets  between  12  and  14  per  cent.  This  varia- 
tion amounts  to  40  pounds  of  sugar  to  the  ton  of  beets,  and  when  we  remon- 
strate against  this  outrage  they  have  many  explanations  to  make  why  this 
is  done,  all  of  which  are  incomprehensible  and  totally  bewildering  to  the 
average  farmer  and  meant  to  be  so,  and  in  the  meantime  they  have  gotten 
away  with  the  40  pounds  of  sugar,  which  usually  is  taken  from  the  poorest 
farmers  that  we  have,  for  they  as  a  rule  are  the  renter  class,  who  rent  the 
poorest  lands  and  tlierefore  produce  the  beets  with  the  lowest  sugar  content. 
However,  the  company  knows  that  the  remonstrance  of  this  class  of  farmers 
is  not  very  threatening  and  tluit  they  are  safe  in  i^erjietrating  this  outrage, 
but  they  would  not  dare  to  apply  this  principle  to  l)eets  that  run  between 
16  and  18  per  cent  of  sugar,  for  they  know  full  well  that  they  would  conw 
In  contact  with  another  class  of  farmers  that  would  never  stand  for  it 

In  my  former  letter  I  detailed  some  of  the  c<ist  features  to  the  grower  and 
in  addition  I  cited  you  authority  as  to  this  cost  by  referring  you  to  Mr. 
Petrikln's  evidence  and  also  to  the  report  of  the  I'niteil  States  Fetleral  Trades 
Commission,  which  details  all  information  both  as  to  cost  of  production  and 
the  manufacture. 

Now  ^Ir.  C.  S.  Morey,  who  was  formerly  president  but  now  the  chairmnn 
of  the  board  of  directors  of  the  Great  Western  Sugar  Co.,  hns  Issued  this 
statement,  that  the  raise  which  his  company  has  made  in  price  for  beets  has 
been  made  purely  upon  the  ground  of  patriotic  inspiration,  and  so  splendifUy 
magnanimous  is  he  that  he  is  urging  the  farmer  to  become  as  he,  a  patriot,  and 
automatically  after  the  transition  obtains  he  will  grow  more  acres  of  beets. 

Granting  that  Mr.  Morey's  modest  self -asserting  claim  to  patriotism  is  all 
that  he  would  have  us  believe  it  to  be,  yet  I  am  rather  at  a  loss  to  know  why 
the  delay  in  its  discovery,  and  the  strong  hold  that  It  has  apparently  taken 
upon  himself  and  associates,  makes  it  appear  strange  Indeed  that  this  positive 
type  of  patriotism  has  not  in  some  form  manifested  itself  In  an  advance  to  the 
same  standard  of  price  on  this  year's  crop,  for  I  can  not  understand  when  the 
same  incentive  existed  for  the  1917  crop  as  is  the  case  for  the  next  season's 
crop,  why  the  magic  has  not  asserted  Itself  in  each  instance  alike. 

Infer  that  your  department  has  been  frequently  interviewed  by  the  Great 
Western  and  other  of  the  sugar  companies,  relative  to  commercial  condition 
as  concerns  price  and  possible  future  production  of  the  sugar  beet  If  I  am 
correct  in  this  assumption,  I  am  quite  sure  that  they  have  never  extended  to 
the  growers  an  invitation  to  be  present,  while  making  their  representations. 

Now,  if  your  department  will  grant  the  growers  an  audience,  thus  giving 
to  him  an  opportunity  to  show  not  only  Just  cause  why  he  should  receive  $10 
for  his  16  per  cent  beet,  but  also  for  the  further  purpose  of  having  this  price 
safeguarded  and  guarantee  a  sufficient  acreage,  that  a  sugar  shortage  will  posi- 
tively be  averted. 
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In  the  event  that  your  department  should  look  with  favor  upon  this  request, 
we  would  gladly  welcome  a  representation  of  the  great  sugar  companies  to  be 
present,  and  feel  free  to  deny  or  oppose  the  Justness  of  our  claims,  If  In  their 
opinion,  they  should  know  that  we  were  not  correct  In  our  representation. 

Now.  for  the  benefit  of  your  department,  the  farmers  of  Colorado  know  that 
with  the  same  Investment  and  physical  energy  expended  that  we  do  not  raise 
one  crop  but  will  far  exceed  the  profit  w^hlch  the  Great  Western  Sugar  Co.  will 
I! How  us  to  make,  while  on  the  other  hand  there  is  no  crop  which  will  pay  to- 
the  farmer  by  one-half  the  amount  that  he  can  make  out  of  beets  if  this  same 
company  w^ould  be  content  with  the  usual  business  dividend,  so  you  see  that  in 
order  for  the  farmer  to  be  able  to  evidence  his  patriotism,  and  buy  Liberty 
bonds,  he  must  raise  something  else,  just  that  surely  you  must  turn  your  atten- 
tion entirely  to  the  great  sugar  companies — make  them  come  through  and  be 
satisfied  with  the  greatest  profit  ever  made  off  the  farmer  and  at  the  same 
time  pay  him  $10  per  ton  for  his  beets,  and  you  will  see  the  acreage  doubled  In 
Colorado,  and  the  Great  Western  Sugar  Co.  making  a  clear  profit  of  approxi- 
mately $60  per  acre  off  the  farmer ;  then,  lo  and  behold,  the  appeal  for  patriot- 
ism will  be  self-adjusting,  the  ostensible  will  then  melt  away,  and  the  real  will 
be  simple  and  well  and  easily  understood. 
Sincerely, 

R.  E.  Jones,  M.  D. 


Exhibit  No.  116. 

United  States  Food  Administration, 

Washington,  D.  C,  November  8,  1017, 
R.  E.  Jones,  Esq.,  M.  D., 

Fort  Morgan,  Colo. 

Deab  Sib  :  Your  favor  of  October  19  just  received,  and  I  have  read  same  with 
much  Interest. 

The  matter  of  beet  prices  for  the  coming  year  has  had  our  serious  considera- 
tion when  taking  Into  account  the  price  we  have  asked  the  beet  people  to  sell 
their  sugar. 

As  you  undoubtedly  know,  the  beet  companies  have  agreed,  at  the  Govern- 
ment's request,  to  sell  their  sugar  at  $7.25,  less  2  per  cent  seaboard  basis, 
which  price  will  probably  not  net  them  over  $6.75  for  all  their  sugar,  as  large 
qiinntltles  of  it  will  have  to  be  shipped  to  the  Atlantic  seaboard,  where  they  are 
obliged  to  sell  at  $7.10,  less  the  freight  from  Colorado  to  the  Atlantic  seaboard. 

We  are  desirous  of  seeing  that  the  farmer  secui-es  the  highest  possible  price 
for  his  beets,  but  at  the  same  time  we  have  to  consider  supplying  the  American 
people  with  sugar  at  a  reasonable  cost  If  we  confine  the  price  of  sugar  to 
about  present  prices,  the  beet  people  are  precluded  from  paying  more  than  a 
certain  price  for  beets. 

A  beet  containing  only  12  per  cent  sugar  is  not  a  profitable  beet  to  work,  from 
a  sugar  standpoint,  as  the  percentage  of  extraction  from  a  12  per  cent  beet  is 
much  less  than  from  a  10  per  cent  beet,  because  the  12  per  cent  beet  has  not 
matured  to  the  same  extent  of  a  10  per  cent  beet  and  contains  a  greater  per- 
centage of  impurities.  Eight  dollars  and  thirty-seven  and  a  half  cents  for  a 
beet  testing  from  12  per  cent  to  14  per  cent  is  a  relatively  higher  price  than  $D 
for  a  16  per  cent  beet,  for  the  reason  explained  above,  that  the  percentage  of 
sugar  obtainable.    •     •    • 

The  Chairman.  Then  there  is  a  newspaper  clipping  here  following 
that,  headed  "  Great  Western  Sugar  Co.  will  net  $16,500,000."  What 
is  that  clipping  from  ? 

Mr.  Jones.  That  is  from  the  Denver  Post. 

The  Chairman.  Does  the  committee  want  that  newspaper  clip- 
ping to  go  in  ? 

Mr.  Jones.  That  just  happened  to  be  as  a  matter  of  information 

that  I  use  around. 
The  Chairman.  I  notice  here  attached  what  appears  to  be  a  price 

list.    What  is  that? 

Mr.  Jones.  That  is  the  list  that  I  spoke  to  you  about,  showing 
fanning  utensils,  and  so  forth,  prepared  for  me  by  Mr.  Patterson, 
our  leading  implement  merchant. 
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The  Chairman.  That  is  to  show  the  prices  of  1913  as  comptred 
with  the  prites  of  1917? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  For  instance,  harness  in  1913,  $55 ;  in  1917,  $85. 
Wagons  in  1913,  $90 ;  in  1917,  $125 ;  and  so  on. 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Are  those  prices  that  are  there  stated  reasonably 
accurate? 

Mr.  Jones.  Yes,  sir ;  that  is  accurate. 

The  Chairman.  These  prices  have  not  been  regulated  or  fixed  for 
the  benefit  of  the  farmer? 

Mr.  Jones.  Oh,  no. 

The  Chairman.  You  have  to  buy  in  the  open  market  of  the  world? 

Mr.  Jones.  Certainly.    Only  those  prices  will  go  higher  by  spring. 

The  Chairman.  Here  is  a  letter  to  Thomas  Lee  Woolwine. 

Mr.  Jones.  That  is  a  copy  of  a  telegram  I  sent  Mr.  Woolwine. 
The  telegram  should  be  there  following. 

Senator  Vardaman.  That  is  not  necessary. 

The  Chairman.  No.  I  do  not  think  it  is.  I  want  to  put  in  evi- 
dence at  this  time  a  circular  sent  out  by  the  Food  Administration— I 
take  it  is  a  circular — dated  October  22,  1917. 

Mr.  Jones.  Yes,  sir.     . 

The  Chairman.  Signed  "Herbert  Hoover."  "One  of  the  most 
vital  problems  confronting  this  Nation  is  that  of  procuring  sufficient 
sugar,"  etc. 

(The  paper  referred  to  is  here  printed  in  the  record  in  full,  as 
follows:) 

Exhibit  No.  117. 

(Jones  Exhibit  5.) 

United  States  Food  Administration, 

M^aahington,  D.  C,  October  22,  1017. 

One  of  the  most  votal  problems  confronting  this  Nation  is  that  of  procuring 
sufficient  sugar  to  meet  tlie  requirements  of  our  people  and  of  the  allied  nations 
fighting  our  common  battle.  The  production  of  cane  sugar  in  tills  hemisphere 
can  and  will  be  increased  to  a  limited  degree.  But  we  must  rely  upon  the 
farmers  In  sugar  beet  producing  sections  of  the  country  for  a  part  of  the  needed 
supply.  I,  therefore,  earnestly  appeal  to  every  farmer,  so  situated,  to  come  to 
his  country's  aid  In  this  hour  of  need.  Wltliout  the  cooperation  of  the  Ameri- 
can beet  grower  our  task  will  be  very  difficult  and  our  ability  to  respond  to  the 
calls  to  be  made  upon  us  for  this  very  essential  commodity  will  be  curtailed. 
It  Is  at  least  the  duty  of  every  beet  grower  to  maintain  in  1918  his  normal  acre- 
age of  sugar  beets.  It  is  his  privilege  to  Increase  that  acreage  to  the  extent 
that  a  well  balanced  production  of  crops  will  permit,  and  in  this  manner  effeo 
tively  demonstrate  his  patriotism. 

Hsrbebt  Hoover. 

Mr.  Jones.  May  I  remark  right  there  that  that  letter  in  inclosed  to 
every  beet  grower  wherever  the  Great  Westen  Sugar  Co.  operates. 
When  they  send  a  pay  check  to  the  farmer  they  send  him  that  letter. 

The  Chairman.  With  this  Herbert  Hoover  signature  on  it? 

Mr.  Jones.  Yes ;  with  that  Herbert  Hoover  signature. 

The  Chairman.  In  other  words,  the  sugar  manufacturer  employs 
this  circular  as  a  patriotic  appeal  to  you  people  to  raise  beets  on 
which  it  is  to  make  these  enormous  profits? 

Mr.  Jones.  Yes,  sir. 
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The  Chaibman.  Then  follow  what  purport  to  be  resolutions  passed 
by  the  farmers  of  Brush  County,  Colo. 

Mr.  Jones.  A  similar  set  was  passed  at  Fort  Morgan. 

The  Chairman.  And  they  are  dated  December  1,  1917  i 

Mr.  Jones.  We  will  let  them  go  in  the  record,  I  think.  It  is  in  the 
nature  of  a  petition. 

(The  paper  referred  to  is  here  printed  in  the  record  in  full,  as 
follows:) 

KxHiniT  No.  118. 

RE80LrTT0N8  PASSED  BY  THE  FABMEK8  OF  BRUSH,  COLO.,  MEMBERS  OF  THK  BOGKT 
MOUNTAIN  STATES  SUGAR-BEET  GROWERS*  ASSOCIATION,  AND  SAME  FORWARDED  TO 
HERBERT   HOOVER,   WASHINGTON,  D.   C. 

Whereas  the  Great  Western  Sugar  Co.,  through  the  chairman  of  Its  board  of 
directors,  C.  S.  Morey,  published  a  letter,  ostensibly  to  the  various  managers 
of  its  sugar  mills,  but  in  reality  to  the  public,  made  numerous  misleading  state- 
ments, which  in  their  very  nature,  if  not  intended,  at  any  rate  have  had  the 
effect  of  forming  the  wrong  Impression  in  the  minds  of  the  public;  apparently 
has  this  been  done  along  the  lines  of  their  old  method — that  is,  they  would 
have  the  dear  public  first  of  all  realize  how  wonderfully  magnanimous  they  are, 
not  only  In  their  aid  in  water  suits,  "  wherein  they  are  directly  interested," 
but  in  building  roads,  also  breaking  contracts  voluntarily  and  paying  the  farm- 
ers a  little  more,  so  that  they  may  palliate  them,  that  he  will  again  raise  b^ts 
that  they  may  still  continue  their  extortions  from  him. 

But  wonder  of  wonders,  this  magnanimousness  has  now  appeared  in  the  full 
bloom  of  patriotism.  But  strange  It  may  seem,  they  are  the  ones  who  discovered 
It,  and  when  they  did.  what  happenetl?  Why,  they  heralded  it  to  the  world 
for  fear  the  dear  people  might  overlook  it. 

Now,  therefore,  the  statement  is  made  that  when  they  made  this  advance 
in  the  price  of  beets  they  were  taking  great  chances  and  gambling  on  war 
conditions.  We  know  nothing  about  their  gambling,  but  we  do  know  that  th^y 
do  not  take  a  chance  in  the  world  with  the  farmer  in  the  beet  business. 

Now  we  propose  to  analyze  this  chance  and  see  if  as  a  net  result  whether 
or  not  it  will  classify  their  type  of  patriotism,  for  remember  the  letter  of  C.  S. 
Morey  wherein  he  stated  tliat  the  advance  was  made  purely  from  a  patriotic 
motive. 

Now  to  analyze.  We  know  that  12.5  tons  Is  an  average  In  this  country  for 
beets.  We  also  know  that  the  least  estimate  of  sugar  is  2.5  bags  per  ton.  Then 
1  acre  will  produce  31.25  bags.  Now,  at  the  Increase  which  tlwy  pay  for  beets. 
It  oosts  ^.60  per  bag  to  make  this  sugar,  which  now  brings  $7.25  to  the  com- 
pany. This  gives  them  a  net  profit  of  $2.65  per  bag  and  a  net  profit  on  1  acre 
of  ground  of  $82.81,  and  this  does  not  include  the  profit  on  their  by-products. 

Now.  on  20,000  acres  of  beets  in  Morgan  County  their  net  profit,  exclusive  of 
by-products,  will  be  $1,656,200  on  our  1917  crop  alone,  and  this  on  an  original 
investment  of  $550,000  for  each  of  our  two  factories. 

Now,  we  must  not  pass  up  the  farmer  In  this  analysis,  as  he  Is  the  suspect 
that  the  Great  Western  Is  doubtful  as  to  his  patriotism  and  arrogates  to  itself 
and  delegates  Itself  as  the  proper  person  to  take  this  beet  farmer  by  the  nape 
of  the  neck,  shakes  him  down,  and  .says :  **  Come,  be  patriotic  and  plant  me  some 
beets;  your  country  is  at  war,  and  I  am  buying  her  liberty  bonds;  hurry  up, 
now.  and  don't  ask  any  questions,  but  sign  these  new  contracts  and  be  a 
patriot" 

Well,  the  farmer's  new  contract  will  have  to  be  figured  out  on  averages.  So 
we  will  have  to  take  It  12.5  tons  as  his  basis.  This  at  $9  per  ton  equals  $112.50. 
And  his  cost  to  produce  this  acre  Is  variously  estimated,  with  the  general 
opinion  being  $100  per  acre.  Thus  the  farmer's  net  profit  under  the  new  con- 
troct  will  be  $12.50  per  acre,  contrasted  with  the  Great  Western's  $82.81,  and 
they  only  carry  10  per  cent  of  the  total  Investment  of  the  business. 

Does  the  cinssiflcation  of  such  patriotism  need  further  explanation? 

We  deny,  Mr.  Hoover,  that  your  department,  as  claimed  by  Mr.  Rolph,  has  had 
a  wimple  communication  from  any  farmer  that  is  approved  by  any  farmer*! 
organization  In  the  sugar-beet  district  of  Colorado,  but  rather  is  a  decoy  and 
through  some  favor  shown  him  (such  as  supplying  him  with  pulp  for  feed) 

a<U64--18 33 
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he  Is  thus  bought  up  by  the  various  sugar  companies,  and  he  is  the  fellow  to 
which  Mr.  Morey  alludes  to  as  "  our  farmer  friends." 

Now,  therefore,  be  it  further  resolved,  that  inasmuch  as  our  country  U  ai 
war  and  that  there  Is  a  greater  dependency  resting  upon  the  yeomanry  of  the 
country  in  the  matter  of  supporting  and  providing  for  our  Army  and  Navy 
abroad,  as  well  as  providing  for  other  countries,  as  well  as  our  own,  that  eve^ 
efTort  should  be  made  to  the  end  of  giving  proper  treatment  to  the  great  farm- 
ing class,  in  the  matter  of  protecting  them  from  such  avarices.. as  practice*? 
upon  them  by  the  Great  Western  and  other  sugar  companiea 

So  we  now  pray  our  Government  through  your  department  to  talce  over  these 
great  sugar  institutions,  pay  them  a  most  liberal,  bounteous  dividend  wWcb 
would  be  satisfactory  to  the  average  corporation,  to  the  end  that  we  may  at 
least  come  in  possession  of  a  reasonable  amount  of  the  profits  of  our  business. 

Give  us  this  opportunity  to  evidence  our  patriotism,  for  we  are  only  too  will- 
ing to  support  our  country,  and  if  our  request  is  rompHe<l  with  you  can  at  once 
dismiss  all  concern  from  your  mind  relative  to  a  shortage  of  sugar,  for  with 
mich  assurance  the  sugar  acreage  of  our  country  would  not  only  be  doubled  but 
quadrupled  if  it  can  be  made  as  attractive  to  the  growers  as  other  crops. 

As  it  is  we  can  not,  under  tlie  system  of  the  Great  Western  Sugar  Co.,  gro« 
beets  when  other  crops  yield  far  greater  profits  on  our  investment  and  labor. 
.  So  with  Mr.  Stearns,  whose  interests  are  identical  with  the  Great  Western  Sugar 
Go.  and  other  sugar  companies,  and  your  representatives  in  Colorado,  food 
conservation;  and  with  your  farmers,  who  are  merely  decoys  and  are  to  be 
found  in  all  communities  for  the  price  of  beet  pulp  for  their  steers,  we  adjure 
you  to  look  a  little  further,  for  these  farmer  friends  of  the  company  and  Mr. 
Steams  are  not  representative  of  the  beet  growers  of  Colorado. 

Isaac  Bounqeb,  President. 
Henry  R.  Hansen,  Secretary. 
Decrmbeb  1,  1917. 

The  Chaikman.  There  is  a  statement  here  of  December  12,  ad- 
dressed to  you  and  signed  by  C.  G.  McCord,  county  agricultural 
agent,  in  Which  he  states,  "In  reply  to  your  request  for  estimate^" 
on  the  cost  of  raising  crops  in  Morgan  County,  I  will  submit  the  fol- 
lowing account  for  oeans  on  irrigated  and  dry  land,  and  also  for 
small  grain,"  etc. 

Mr.  Jones.  It  is  just  showing  why  the  farmers  are  not  raising  the 
acreage  of  wheat. 

The  Chairman.  Is  he  an  authority  on  these  matters  in  your 
country? 

Mr.  Jones.  He  is  our  county  agriculturist. 

The  Chairman.  Regarded  as  a  good  authority? 

Mr.  Jones.  Oh,  yes,  indeed. 

The  Chairman.  That  may  go  in. 

(The  paper  referred  to  is  nere  printed  in  the  record  in  full.  a> 
follows:) 

ExHmrr  No.  119. 

(Morgan  County  Federation  of  Agrlcnltvitil  Clnba,  an  organisation  for  the  improreineni 
of  Morgan  County  agriculture.  C.  G.  McCord,  county  agricultural  agent  BzecutlTF 
eoramltte<> :  C.  A.  Thompson,  Antelope  SorlngB,  president ;  Nells  Chrlstensen.  Brusb. 
▼Ice  president ;  B.  J.  Leonard,  Fort  Morgan,  secretary ;  Jobn  Wyckoff,  WeldoD«. 
treasurer;  £.  H.  Groves,  Adena.] 

PoBT  Morgan,  Ooix).,  Dec€fHbf>r"PJ,  1911 
Dr.  R.  E.  Jones, 

Fart  Morgan^  Colo, 

Deab  Dr.  Jones:  In  reply  to  your  request  for  estlinateK  on  the  cost  of  rai> 
Ing  crops  in  Morgan  County  I  will  submit  the  followlnsr  accounts  for  beans  on 
irrigatwl  and  dry  land  and  also  for  small  grain  on  dry  and  irrigated  land 
These  estimates  are  based  on  first-hand  information  Rer*ure<l  from  average  farm 
ers  all  over  the  county.  These  estimates  have  also  been  checked  with  aotuo' 
cost  records  as  kept  in  other  counties,  and  all  in  keeping  with  my  own  knowl- 
edge and  experience  in  my  four  years'  work  among  the  farniors  of  the  coniit.v 
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Holding  these  figures  may  be  of  service  to  yon  and  of  valne  to  onr  county  agri- 
eulture,  I  am» 

Very  truly,  yours,  G.  O.  McGord, 

Countp  Agricultural  Agent. 


Oost  of  raising  1  acre  of  small 
grain  (irrigated) : 
Plowing. 


Harrowing 

Leveling 

Ditching 

Sowing 

Irrigating 

Harvesting 

Staclcing 

Thrashing 

Hauling 

l^nd  rental 


Tools  and  implements 


2.75 
3.00 
.50 
1.00 
2.00 
2.00 
2.75 
6.00 
2.00 
12.50 
1.00 


Total 80. 00 

04i8it  of  raising  1  acre  of  beans 
(irrigated) : 

Plowing $3.50 

-Harrowing 2. 75 

Leveling 3. 00 

fetching .  50 

Planting 1. 25 

Cultivating 2. 25 

Hoeing 3. 00 

Irrigating 2. 00 

Harvesting 6.  50 

Oo0t  of  raising  1  acre  of  beans 
(dry  land) : 

Plowing $3. 50 

Double  disking 1. 00 

Double  harrowing .  80 

Seeding .  75 

Double    harrowing     (after 

up) —  .80 

Second    double    harrowing 

(after  up) .80 

Weeding  (by  machine) .75 

Row  weeding  (by  hand) 1.50 

Pulling 5. 50 


Coat  of  raising  1  acre  of  small 
grain  (dry  land) : 

Plowing $2.  50 

Harrowing . 2. 75 

Sowing . 1. 00 

Harvesting 2, 00 

Stacking 2. 00 

Thrasliing 4. 00 

Hauling 3.00 

Land  rental . 3. 00 

Tools  and  implements 1.00 

Harrowing  twice  ( after  up )  _   1. 00 


Total 22. 25 


Gost  of  raising  1  acre  of  beans 
( irrigated )  —CJontinued. 

Stacking $3. 06 

Thrashing 3. 00 

Hauling 1. 00 


Total 31. 75 

Land  rental 12. 60 

Tools  and  implements 1.  (X) 


Grand  total 45. 25 

Ck)6t  of  raising  1  acre  of  beans 
(dry  land) -—Continued. 
Hauling  to  thrasher  or  to 

stack,  if  stacked , $1.25 

Thrashing 1. 20 

Hauling    to    elevator     (10 

miles) 1. 00 

Hail  insurance 1.00 

Seed 1. 50 

Land  rental ^ 8.  .00. 

Tools 1. 00 


Total 25. 85 


Average  yield  In  Montgomery  County,  300  pounds. 

The  Chaibman.  Have  you  anything  else? 

Mr.  Jones.  Here  is  a  price  list  that  the  fanners  received  from,  some 
of  the  foreign  countries  per  ton  of  beets. 

The  Chairman.  I  think  this  price  list  has  already  gone  into  the 
record.  These  simply  are  prices  in  Germany.  There  is  presented 
here  the  contract  of  tne  Great  Western  Sugar  Co.  I  think  that  went 
in  in  the  early  part  of  the  hearings.  Let  it  go  in  now,  and  if  it  is 
duplicated  we  will  not  use  it. 

(The  paper  referred  to  is  here  printed  in  the  record  in  full,  as 

follows:) 

Exhibit  No.  120. 


OlT»*i.ff;ATK   MM:»tOUANDUM   OF  lAQREKMKNT   BETWEEN 


OBOWER,    AND    THIT 


OBEAT  WEHTEBN  8UGAB  CO.    (FOBT  COLLINS  FACTOBY) 


1.  The  KTower  ogrees  to  prepare  the  land  for,  plant,  block,  thin,  cultivate, 
irrijcnte.  hnrvest.  nnrl  deliver  during  the  seaRon  of  191 — ,  in  compliance  with 
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the  directions  of  the  Orent  Western  Sugrar  Co.,  herelnufter  called  the  company. 

OS  may  he  Riven  from  time  to  time, acres  of  sugar  beets  on  the  following' 

described  lands,  to  wit : quarter  section, township, '-  range, 

1  county,  Colo;  but  In  no  event  shall  the  company  be  held  liable 

in  (htmages  for  any  failure  or  partial  failure  of  crop  or  any  Injury  or  damage 
to  beets. 

2.  That  the  seed  use<l  shaf!  be  only  that  furnished  by  the  company,  for  which 
tiie  jiiTower  shall  pay  10  cents  per  pound,  and  12  pounds  per  acre  shall  be 
planted,  the  same  to  be  paid  for  out  of  the  flrst  beets  delivered.  See<l  bed  must 
be  approved  by  the  duly  authorized  agents  or  field  men  of  the  company  before  the 
seed  Is  plantecl. 

3.  The  grower  agrees  that  all  beets  grown  by  him  will  be  harvested  and  de 
llvered  to  the  company  as  directed,  at  the  factory  or  In  cars  at  designated  re- 
ceiving stations  of  the  company,  properly  toppeil  at  base  of  bottom  leat  and 
that  knives  will  not  be  used  for  lifting  beets;  but  hooks  may  be  used  provided 
they  are  properly  driven  into  the  top  of  the  crown  of  the  l)eet  only.  The  grower 
further  agrees  that  all  beets  grown  and  delivered  by  him  shall  be  free  from 
dirt,  stones,  trash,  and  foreign  substance  liable  to  Interfere  with  the  work  at 
the  factory,  and  shall  be  subject  to  proper  de<hictlons  for  tare,  and  that  he 
will  protect  the  beets  from  sun  or  frost  after  removal  from  the  ground.  The 
company  has  the  option  of  rejecting  any  diseased,  frozen,  or  damaged  beets, 
beets  of  ^ess  than  12  per  cent  sugar  or  less  than  80  per  cent  purity,  or  beets  that 
are  not  suitable  for  the  manufacture  of  sugar.  It  being  agreed  and  under- 
stood that  the  company  shall  not  l)e  obliged  to  receive  any  beets  prior  to  October 
8  containing  less  than  15  per  cent  sugar.  It  also  being  understood  that  the 
company  will  comnience  receiving  the  crop  as  soon  as  the  beets  are  thoroughly 
matured. 

4.  In  the  event  that  any  portion  of  the  beets  grown  under  this  contract  (ex- 
cept that  i>ortlon  of  the  crop  which  Is  to  be  siloed  as  herein  provIde<l)  shall  not 
by  the  8th  day  of  October  of  said  year  be  ordered  delivered  by  the  company, 
then  In  such  case  it  shall  be  the  duty  of  the  grower  to  promptly  commence 
and  proceed  with  the  harvesting  and  delivery  of  such  beets  as  come  within  the 
contract  requirements  after  the  said  8th"  day  of  October  without  further  notice 
from  the  company,  and  to  fully  complete  delivery  of  all  of  said  beets  on  or 
before  the  1st  day  of  December  of  said  year. 

ft.  The  grower  agrees  to  silo,  if  so  directed  in  writing  by  the  company  prior 
to  harvest,  any  portion  of  the  tonnage  produced  on  the  above  contracted  acreage 
not  to  excee<l  25  per  cent  of  the  entire  crop  grown  hereunder. 

«.  Beets  dellvert^l  and  ncrcpted  will  be  paid  for  by  the  company,  as  follows: 

?8..S75  per  ton  for  beets  testing  not  less  thnn  12  per  cent  sugar  and  under  14 
per  cent. 

$8.50  per  ton  for  beets  testing  not  le^s  than  14  per  cent  sugar  and  under  14.5 
oer  cent 

$8.G25  per  ton  for  beets  testing  not  less  than  14.5  per  cent  sugar  and  under  15 

per  cent. 
$8.75  per  ton  for  beets  testing  not  less  than  15  per  cent  sugar  and  under  15.,! 

per  cent. 
$8,875  per  ton  for  beets  testing  not  less  than  15.5  per  cent  sugar  and  under  16 

percent.  ^__ 

$9  per  ton  for  beets  testing  not  less  than  10  per  cent  sugar  and  under  16.o 

per  cent. 
$9,125  per  ton  for  beets  testing  not  less  than  16.5  per  cent  sugar  and  under  1< 

per  cent.  .^ . 

$0.25  per  ton  for  beets  testing  not  less  than  17  per  cent  sugar  and  under  li.o 

per  cent.  ^_ 

$9,375  per  ton  for  beets  testing  not  less  than  17.5  per  cent  sugar  and  under  18 

per  cent.  ,     ^.. 

$9.50  per  ton  for  beets  testing  not  less  than  18  per  cent  sugar  and  under  18.o 

per  cent.  ,     ^a 

$9,025  per  ton  for  beets  testing  not  less  than  18.5  per  cent  sugar  and  under  19 

per  cent.  ,     ^_  . 

$9.75  per  ton  for  beets  testing  not  less  than  19  per  cent  sugar  and  under  lO.o 

per  cent.  .        «« ^  * 

And  12i  cents  per  ton  additional  for  each  one-half  per  cent  above  19.5  per  cent 
For  all  beets  siloed  $1  per  ton  extra  will  be  paid.    It  being  distinctly  under- 
stood,  however,  that  none  of  such  siloed  beets  shall  be  delivered  until  the  com- 
pany sends  written  instructions  to  the  grower  to  make  delivery  of  "  siloed  beets  *' ; 
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also  that  all  of  said  siloed  beets  shall  be  ordered  and  delivered  prior  to  J4n- 
uary  31. 

Pnyment  to  be  made  the  15th  of  each  month  for  beets  delivered  and  received 
dnrtni;  the  previous  calendar  month. 

7.  The  grower  shall  have  the  privilege  of  selecting,  at  his  expense,  a  man  of 
reliable  character  satisfactory  to  the  company  to  check  the  tares  and  weights 
of  the  beets  grown  under  this  contract  at  the  receiving  stations  where  such  beets 
may  be  delivered,  and  to  check  in  the  tare-room  laboratory  the  polarization  of 
his  beets. 

^.  It  is  further  agree<l  in  the  event  of  a  shortage  of  cars  after  October  8, 
causing  serious  delay  to  the  grower,  said  grower  shall  be  allowed  to  fork  his 
beets  into  piles,  providing  he  piles  them  8  feet  high,  under  the  direction  of  the 
company  at  the  receiving  stations,  whei*e  Inrge  elevated  dumps  are -established, 
and  no  loose  dirt  shall  be  removed  from  the  wagon  box  until  after  having  been 
weighed  back. 

9.  To  ascertain  the  quality  of  said  beets  the  company  shall  have  the  privilege 
at  various  times  during  the  growing  and  harvesting  season  of  causing  the  beets 
to  be  mmp!ed  and  polarlzeil. 

10.  The  grower  agrees  not  to  assign  this  contract  without  written  consent  of 
the  company. 


Orower. 
The  Great  Western  Sugar  Co.   (Fort  Collins  Factory). 
(Indorsed  in  red:) 

By 

The  silo  clause  of  this  contract  will  not  be  enforced  for  the  year  1018. 

Fort  (Collins,  Colo., ,  101__. 

(Xote. — ^The  foregoing  Is  the  duplicate  copy  of  the  memorandum  of  agreement. 
Attached  thereto  is  an  identical  copy,  marked  *'  Original.**) 

The  Chairman.  This  is  an  agreement  with  the  Great  Western 
Sugar  Co.  Is  that  the  company  that  does  business  in  your  part  of 
the  world  f 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Is  that  one  of  the  regular  contracts  for  the  coming 
year,  1918? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  That  proposes  to  give  you  $8,875  ? 

Mr.  Jones.  Yes,  sir.  That  was  my  statement;  $8,375  for  beete 
running  between  12  and  14  per  cent. 

The  Chairman.  Let  this  agreement  go  in.    Is  there  anything  else! 

Mr.  Jones.  One  thing  more  that  I  would  like  to  call  your  attention 
to.  Here  is  a  statement  of  the  amount  of  beets  I  had  delivered  to  the 
mill  up  to  the  15th  of  last  month.  If  you  notice  this  scale,  any> 
thing  that  breaks  beyond  14  per  cent,  up  to  14.5,  they  pay  me  for  the 
0.5  per  cent,  but  if  it  runs  14.4  per  cent,  they  do  not  pay  me  for  the 
0.4.  When  it  is  carried  out  by  figures,  it  amounts  to  8  pounds  of 
sugar  that  they  take  from  me.  You  will  notice  all  along  through 
here  that  it  only  breaks — ^there  is  a  load  which  runs  18.4  [indicating]. 
They  got  8  pounds  of  sugar  j)er  ton  off  me.  Here  it  is  1<>.6!  They  paid 
me  lor  but  16.5,  and  there  is  0.1  over  there.  So  they  get  2  pounds 
from  me  there.  Here  it  is  17.8.  They  pay  me  for  17.5,  but  they  take 
C  pounds  from  me  there. 

Senator  Vardaman.  I  think  the  purpose  of  that  is  to  make  it  long 
sweetening. 

Mr.  JoxES.  No  doubt.  Here  is  14.0.  So  there  they  take  8  pounds 
of  sugar  from  me.  In  other  words,  on  200  tons  of  beets — ^I  have  ap- 
proximated this — ^they  have  taken  from  me  $59.03  in  money. 

On  the  sugar  that  they  get  out  of  northeastern  Colorado  they 
•pproximately  take  close  to  a  million  dollars  from  the  farmer. 
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The  CiiAiRMAN.  On  those  fractions! 

Mr.  Jones.  Yes,  sir;  and  one  of  the  jgrievances  we  want  to  call 
Mr.  Hoover^s  attention  to  is  to  make  this  break  even  on  a  tenth  of 
a  per  cent.    Here,  between  12  and  14  per  cent,  if  they  go  up  to  1S.T 

Ser  cent,  there  is  40  pounds  of  sugar  they  get  in  one  lump  that  ihtj 
o  not  pay  anythiit;g  at  all  for. 

The  Chaiuman.  This  does  not  mean  much  in  the  record  ezoepi 
the  general  conclusion.  As  a  matter  of  fact,  in  the  way  they  fignri 
on  tnese  fractions,  where  you  jget  above 

Mr.  Jo:xES.  Where  we  ^et  above  the  break  they  take  advantage  ol 
the  fraction  clear  up  until  you  get  to  the  complete  number. 

The  Chairman.  And  then  they  pay  at  that  point? 

Mr.  Jones.  Ifes. 

The  Chairman.  And  you  say  that  amounts  to  how  mucht 

Mr.  Jones.  Close  to  $1,000,000. 

The  Chairman.  On  how  much  ? 

Mr.  Jones.  Two  hundred  tons  of  susar — 800  tons  of  beets. 

Senator  Vardahan.  Can  you  recall  the  amount  of  capital  invested 
in  the  mills  that  manufacture  that  product? 

Mr.  Jones.  I  can  in  a  way.  At  the  time  that  mill  was  built  at 
Fort  Morgan  they  fell  down  on  getting  their  acreage.  I  went  owl 
and  completed  that  acreage.  We  had  to  get  so  many  acres ;  that  Lb, 
wc  thought  wc  had. 

Senator  Vardasian.  The  thing  I  want  to  get  at  is  what  amount  m 
invested  in  the  mills  that  take  this  lagnappe  of  a  million  dollars? 

Mr.  Jones.  I  understand.  I  was  leadmg^up  to  that  in  the  way  in 
which  it  impressed  itself  on  my  mind.  It  was  $550,000  that  the 
mill  at  Fort  Morgan  cost  and  a  similar  amount  for  the  mill  at  Bush, 
and  on  last  yearns  crop,  having  the  sugar  move  at  $8.40,  in  those  two 
mills,  with  an  original  investment  of  $1,100,000,  there  was  a  profit 
of  over  $4,000,000  m  that  county. 

Senator  Vardaman.  They  made  almost  the  cost  of  their  mill  in 
this  little  piece  of 

Mr.  Jones.  Flimflam. 

Senator  Vardaman.  Well,  you  might  call  it  that 
-    The  Chairman.  Will  you  get  up  this  one  sheet  that  you  have 
mtroduced  here — the  statement  of  your  own  crop— and  carry  out  the 
amount  that  was  taken  away  from  you  on  this  iractional  method  of 
counting? 

Mr.  tloNES.  Yes. 

The  Chairman.  And  indicate  it  in  parallel  columns  with  an 
appropriate  heading? 

Mr.  Jones.  Yes. 

The  Chairman.  So  that  we  can  have  a  graphic  description  on  the 
record? 

Mr.  Jones.  Yes. 

(The  paper  referred  to  was  marked  "  Exhibit  No.  121,"  and  is  here 
printed  m  full,  as  follows:) 
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BBCAPITDLATION  OF  NET  WEIGHTS. 


Poonds. 


18p4«2. 
48,231 

21,6]  1. 
M,i70. 
87,287. 
48,585. 
00,519. 
49,171. 
63,561. 


Price  per 
tan. 

Amoont. 

10.25 

$57.00 

0.50 

1M.74 

0.835 

78.31 

0.75 

119.37 

0.875 

128.17 

7.00 

17a  04 

7.135 

215.60 

7.35 

178.97 

7.375 

197.51 

Pounds. 


22,035 

10,885. 

50  cents  additional,  3B0.957 
tons 


Total  (413,914  pounds). 
Leas  account  as  entered 


Balance  due. 


Price  per 
ton. 


$7.50 
7.033 


10148 


1,53178 
10.15 


1,47a  03 


FENCn.   NOTATIONS   ON    BILU 

40  acres  yield  200  tons;  average  sugar  content,  17.2;  A  of  1  per  cent= 
4  pounds  sugar  to  the  ton  of  beets;  20G  tonsX4=S24  pounds  sugar;  S24  pounds 
sugar,  ^  $7.25s=$59.74 ;  $59.74= amount  Greot  Western  Sugar  Co.  legally  took 
away  from  me.  No ;  I  did  not  say  stole.  A  Just  contract  on  sliding  scale  should 
consider  every  one-tenth  of  1  per  cent  Thousands  of  dollars  are  thus  unjustly 
acquired,  which  rightfully  belong  to  grower. 

The  Chairman.  Wliat  will  happen  if  the  price  of  beets  is  not 
raised  above  that  proposed  to  be  given  ? 

Mr.  Jones.  The  beet  acreage  in  Morgan  County,  I  think,  will  fall 
off  a  flush  70  per  cent. 

The  Chairman.  You  say  you  are  here  with  other  gentlemen  rep- 
resenting practically  all  of  the  beet-sugar  production  of  the  United 
States.  What  would  happen  to  all  that  beet  acreage  throughout  the 
country,  according  to  the  best  information  you  have  been  able  to  get 
as  one  of  the  officials  of  that  organization? 

Mr.  Jones.  I  think  I  am  conservative  in  stating  that  there  will  be 
a  falling  off  of  C5  per  cent. 

The  Chairman.  If  prices  are  not  materially  raised  above  those 
pi*oposed } 

Mr.  Jones.  Yes. 


TESTIMOHY  OF  G.  G.  PATTEBSON. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  Where  do  you  live  and  what  is  your  business! 

Mr.  Patterson.  I  live  in  Salt  Lake  City  and  I  am  an  attorney  at 
law. 

The  Chairman.  What  is  your  connection  with  the  sugar  business? 

Mr.  Patterson.  I  represent  the  Intermountain  Association  of 
Susar  Beet  Growers  of  Utah  and  Idaho. 

The  Chairman.  How  much  acreage  of  Utah  and  Idaho  does  that 
cover? 

Mr.  Patterson.  It  represents  practically  all  of  the  acreage.  The 
association  has  been  recently  incorporated,  but  it  represents  the  senti- 
ment of  practically  90  per  cent  of  the  gi'owers  in  Utah  and  Idaho. 

The  Chairman.  What  is  the  acreage  in  those  two  States? 

Mr.  Patterson.  I  can  give  you  a  list  only  from  one  company— 
that  is,  the  authentic  figures.    The  Utah-Idaho  Co.  last  year  had 

Jianted  in  that  territory  8,205  acres  of  beets.    Those  are  the  exact 
gure&    Then  there  is  the  Amalgamated  Co.,  in  addition  to  the 
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Utah-Idaho  Co.,  operating  not  quite  so  many  factories,  covering  a 
large  territory,  but  I  have  not  got  authentic  figures  for  that. 

The  Chaibman.  Can  you  give  us  a  close  approximation?  That  is 
all  I  want. 

Mr.  Patterson.  Approximating,  I  would  say  there  are  probably 
125,000  to  140,000  acres  of  beets  in  that  territory. 

The  Chairman.  And  you  speak  for  00  per  cent  of  the  growers  of 
that  crop  ? 

Mr.  Patterson.  I  think  I  would  be  safe  in  saying  that. 

The  Chairman.  Are  these  beet  men  that  you  speak  for  large  or 
small  holders? 

Mr.  Patterson.  Usually  small  holders. 

The  Chairman.  Proprietors  or  tenants? 

Mr.  Patterson.  Proprietors,  largely.    There  are  very  few  tenants. 

The  Chairman.  What  is  the  character  of  labor  employed  there? 

Mr.  Patterson.  Largely  the  farmer  employs  his  own  help. 

The  Chairman.  What  is  it,  native  American  or  what? 

Mr.  Patterson.  Outside  of  a  few  Japanese,  and  they  are  only  a 
very  ^all  percentage  of  the  labor  performed  there,  the  balance  of  the 
labor  is  by  the  farmers  and  their  families. 

The  Chairman.  What  was  the  price  that  beets  commanded  in  this 
territorv  during  the  last  three  or  four  or  five  years? 

Mr.  Patterson.  Last  year  the  price  was  $5  per  ton. 

The  Chair3ian.  Of  what  sugar  content? 

Mr.  Patterson.  Always  a  flat  rate.  We  have  always  raised  beets  on 
a  flat-rate  contract. 

The  Chairman.  Without  regard  to  the  amount  of  saccharine 
matter  ? 

Mr.  Patterson.  In  this  way.  The  sugar  company  has  based  its 
contract  on  a  15  per  cent  beet.  They  have  always  sealed  down  for 
failure  to  reach  that,  but  never  have  gone  up.  I  have  their  prices  here 
this3*enr. 

The  Chatrman.  What  are  the  names  of  these  companies? 

Mr.  Patterson.  The  Utah-Idaho  Sugar  Co.  is  the  largest  com- 

Eany  in  that  territory.  It  is  operating,  I  think,  this  year  15  factories, 
ut  I  am  not  certain  as  to  that.  It  operated  12  factories  last  year. 
The  Amalgamated  is  the  next  largest  company,  and  then  there  are 
certain  so-called  independent  companies  operating  there;  that  is, 
the  people  were  led  to  believe  that  they  were  independent,  but  certain 
information  has  come  to  us  to  show  that  they  are  not  independent, 
but  they  are  owned  by  the  other  companies. 
The  Chairman.  Can  you  give  me  the  names  of  these  companies? 
'Mr.  Patterson.  There  is  the  Lay  ton  Sugar  Co.  That  was  one  of 
the  first  of  the  so-called  independent  companies  that  was  estab- 
li^ed.  We  have  been  informed  that  the  Utah-Idaho  Co.  subscribed 
to  $200,000  of  the  capital  stock  of  that  company.  Certain  other  inde- 
pendent companies  are  being  established,  especially  the  Peoples 
Sugar  Co.,  at  Moroni,  Sanpete  County,  Utah.  From  the  people  who 
are  connected  with  that  we  have  our  suspicions,  of  course,  as  to  who 
isbnckiif  it. 
The  Chairman.  Who  is  connected  with  it?    What  do  you  base 

this  on? 

Mr.  Patterson,  The  people  who  are  connected  with  it  have  had 
past  connections  with  the  Utah-Idaho  Co.,  and  we  know  from  that 
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.^  The  Chairman.  As  a  matter  of  fact,  do  they  all  maintain  sabsUn- 
tially  the  same  price! 

Mr.  Patterson.  Yes. 

The  Chairman.  So  that  as  a  matter  of  fact  the  farmer  has  only 
one  market  in  which  to  sell  his  beets^ 

Mr.  Patterson.  That  is  correct. 

The  Chairman.  If  he  does  not  like  one  factory's  price  he  can  not 
do  any  better  at  the  other? 

Mr.  Patterson.  Not  at  all. 

The  Chairman.  Whether  there  is  a  combination  there  is  a  concert 
of  action  ? 

Mr.  Patterson.  Positively  so. 

Senator  Jones.  There  is  necessarily  a  practical  monopoly  in  each 
locality,  is  there  not  ?  The  beets  are  tributary  to  only  one  factory,  as 
a  rule? 

Mr.  Patterson.  That  is  true. 

The  Chairman.  That  is  true,  but  each  factory  and  each  territory 
happens  to  have  the  same  prices. 

Mr.  Patterson.  They  have  divided  the  territory.  That  was 
brought  out  by  testimony  heretofore  taken.  We  know  that. they 
have  divided  the  territory  that  is  available.  We  know  that  as  a  mat- 
ter of  record. 

The  Chairman.  I  am  asking  you  for  the  prices  they  have  paid  for 
beets  in  past  years. 

Mr.  Patterson.  Their  contract  last  year  called  for  $5.  The 
farmers  signed  up  for  that.  There  were  certain  exposures  made  in 
regard  to  the  metnods  of  the  company  on  the  8th  of  June  of  last  year. 
That  is,  they  were  published  in  a  circular  upon  that  date. 

The  Chairman.  "  Certain  exposures  "  is  somewhat  indefinite. 

Mr.  Patterson.  Certain  exposures  of  their  past  methods,  and  the 
policy  they  had  pursued.  Twenty-nine  days  after  the  announcement 
of  that,  after  the  publication  on  the  8th  of  June,  they  announced  a 
bonus  of  50  cents  a  ton.  Without  any  apparent  reason  they  an- 
nounced this  bonus  of  50  cents  per  ton,  and  they  paid  $5.50  per  ton. 
This  year  they  paid  $7  per  ton. 

The  Chairman.  That  is  in  the  contract  now  for  the  crop  that  is 
harvested  ? 

Mr.  Patterson.  They  paid  $7  per  ton  this  year. 

The  Chairman.  How  did  they  come  to  make  that  raise? 

Mr.  Patterson.  I  attribute  it  largely  to  the  agitation  that  was 
brought  about  through  the  exposures  that  were  made. 

The  Chairman.  What  were  those  exposures?  What  was  their 
nature  ? 

Mr.  Patterson.  The  first  exposure  was  that  which  was  circulated 
on  the  8th  of  June,  being  a  little  paniphlet  containing  certain  excerpts 
from  the  hearings  in  the  case  of  the  United  States  against  the  Ameri- 
can Sugar  Befining  Co.  and  others,  an  action  commenced  in  the 
southern  Federal  district  of  New  York.  The  trial  occurred  on  the 
14th  of  May,  1912.  That  testimony  fell  into  the  hands  of  some  of 
us  and  we  published  some  things  tnat  had  not  been  known  among 
our  people.  Of  course,  that  exposure  started  some  of  the  people  to 
talking,  and  they  were  dissatisfied.  The  people  were  aroused  to  the 
fact  that  they  were  not  making  any  money  growing  sugar  beets,  and 


8H0BTA0E  OF  8UGAE.  528 

then  this  bonus  of  50  cents  a  ton  was  given,  we  think  as  hush  money. 

The  Chaibman.  You  got  that  50  cents  ton?  I  am  more  interested 
in  this  question.  At  the  price  paid  for  last  year's  crop,  will  the 
farmers  continue  to  raise  beets,  or  will  they  discontinue? 

Mr.  Pattebson.  They  will  discontinue. 

The  Chairman.  Why? 

Mr.  Patterson.  I  can  give  you  my  own  experience.  I  have  visited 
every  beet-growing  section  of  the  State  of  Utah  north  of  Provo — 
that  is,  in  the  counties  that  produce  sugar  beets.  They  are  Sevier, 
Sanpete,  Utah,  Salt  Lake,  Davis,  Box  Elder,  and  Cache.  The  larger 
percentage  of  the  beet  crop  is  produced  in  Utah,  Salt  Lake,  Box  Elder, 
and  Cache  Counties.  There  is  one  factory  in  Sanpete  County  operat- 
ing this  year  for  the  first  time,  a  factory  in  Sevier  County  "that  has 
operated  about  three  years — a  small  factory.  They  raised  beets  in 
Millard  County  this  year,  also,  and  they  are  operating  a  so-called 
independent  factory  there ;  but  I  have  gone  personally  over  the  terri- 
tory, north  to  the  State  line  and  into  Idaho,  and  I  have  visited  the 
farmers  at  their  dumps,  met  them  in  meetings,  and  have  spoken 
with  them  at  their  homes.  I  have  talked  to  hundreds  of  them,  and 
r  know  from  personal  knowledge  just  exactly  how  they  feel. 

The  Chairman.  What  is  the  result  of  your  observations?  I  shall 
have  to  ask  you  to  come  right  to  the  point. 

Mr.  Patterson.  They  will  not  raise  beets  at  the  price  that  they 
have  been  paid  this  year.  They  will  not  raise  beets  at  the  prices 
fixed  for  ntext  year. 

The  Chair^ian.  Why — out  of  stubbornness? 

Mr.  Patterson.  No;  they  can  not  afford  it. 

The  Chairman.  Or  because  something  else  pays  better? 

Mr.  Patterson.  Other  crops  will  pay  better.  They  are  losing 
under  present  conditions.  They  have  been  losing  for  many  years  in 
growing  sugar  beets,  suffering  actual  loss.  Having  small  acreages 
and  there  being  a  multitude  of  small  farmers,  these  losses  have  not 
been  so  perceptible.  They  have  had  other  crops  from  which  they 
have  been  able  to  recoup  themselves,  and  they  have  not  been  taking 
closQ  stock  of  the  sugar  situation.  I  have  here  certain  signed  state- 
ments as  to  the  cost  of  producing  sugar  beets  that  I  would  like  to 
leave  with  the  committee,  that  were  hurriedly  gathered. 

(The  witness  produced  papers,  which  were  marked  "  Exhibits  Nos. 
122  to  129,"  "Exhibits  Patterson  1  to  8,"  inclusive,  which  are  as 
follows:) 

Exhibit  No.  122  (Patterson  1 ). 

Cost  of  growing  beets  in  Garland  district : 

Preparing  ground  for  planting $10.00 

SeerUng 2. 75 

Thinning  acreage  ($7  to  $12  was  paid) 9.00 

Cultivating  ami  pruning 8. 00 

Retting  $4,  lioelug  $4»  weeding  $3 11. 00 

Irrigating 3. 00 

Planting  beets 4. 00 

Topping 12.50 

l/ftfMting.    . 2.56 

HauUng  (85  cents  to  $1.25),  $1.10 11.00 

Upkeep  farms 1. 00 

Ut»keep  lateral  canals 1. 60 

Taxes  (land  $1.50.  water  $1) 2.50 
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Cost  of  growing  beets  in  Garland  district — Continued. 

FertillEer : 9100 

Interest  ami  insurance  (value  $200) 15.00 

Depreciation  (value  $200) ^  20.00 


••i^- 


Average  production  10  tons,  x^er  ton  $11^7 1 112. 75 

Wh.  M.  Mtlles, 
Tnmonter,  Box  Elder  Countui  Vtah 
Dkcembeb  15,  1917. 

ExHiorr  No.  123. 

Deceubes  17. 1917. 
Mr.  F.  A.  RuNDQUiST,  Midvalc^  Utah, 

Dear  Sir:  I  am  giving;  you  herewith  costs  of  producing  sugiir  beets  on  the 
Winchester  Experimental  Farm  during  the  years  1915,  1916.  and  1917.  There 
have  been  produced  44.51  acres  at  a  cost  of  $3,303.30,  or  $75.50  per  acra  There 
was  a  marked  difference  between  cost  of  production  of  17.72  acres  In  1915  Jis 
against  7.70  acres  In  1910,  the  smaller  acreage  increasing  the  cost  of  production 
very  materially.  In  1917,  $3  per  day  was  paid  for  labor  as  against  $2.25  in  1915 
and  1916. 

In  listing  Items  there  are  included  all  charges,  whicli,  in  my  opinion,  should 
be  made  against  the  sugar  beet<«. 
Very  respectfully, 

EnoAR  M.  Ledyasd, 
Director,  Agricultural  Department. 

Utah-Idaho  Sugar  Co.,  West  Jordan,  Utah ;  State  Farm  Bureau.  Logan,  Utah : 
Food  Administration,  Salt  Lake  City,  Utah. 


Exhibit  No.  124. 
[Joseph  Smith,  granger.} 

Cost  of  raising  an  acre  of  sugar  beets  for  1917 : 

Plowing,  10  days $6.00 

Harrowing,  leveling,  preparing  seed  be<l 2.50 

Cultivating  four  times 2.00 

Irrigating  three  times 1.  W 

Taxes 1.47 

Water  assessments 1.00 

Depreciation  on  machinery 3. 11 

Interest  on  money  invested  In  machinery 1.87 

Fertilizer,  8  tons  per  acre,  $3  per  ton 24,00 

Interest  on  money  invested  in  land 18.00 

Thinning,  hoeing,  weeding,  pulling,  topping,  and  loading 22  00 

Plowing  heets  out 3.00 

Hauling  beets  to  the  dumps,  1^  miles,  75  cents  per  ton,  12-ton:  crop—  0.00 

Total 95,45 


Money  Invested  In  machinery 31.13 

Money  Invested  in  land 300.00 


Exhibit  No.  125. 

Kent  of  land ^ $20.00 

Plowing 4.00 

Harrowing  two  times 1.00 

Leveling  two  times 1.00 

Seed  and  planting 2. 75 

Cultivating  four  times 2.00 

Hand  hoeing  and  weeding  three  times 9.00 

Plowing 2.50 

Topping  and  loading,  12-ton  crop 12  00 

Hauling COO 

Total 5a  85 
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Manure,  6  loads $0.00 

Hauling  and  spreading 0.  OU 

Irrlj^atlon,  six  times 1. 80 

Total 73.05 

Thlnniniu^M 7.00 


Total- 80.05 

A.  F.  RUNDQUTST, 


Flstimate  based  on  a  12-ton  crop. 


West  Jordan^  Utah. 


EzHiBiT  No.  126. 

[Granger  S.  L.  Co.] 

December  10,  1917. 
Cost  of  entering  into  the  raising  of  1  acre  of  sugar  beets : 

Value  i>f  land,  per  acre $300. 00 

Interest  at  7  per  cent 21.00 

Plowinjj 7.00 

Harrowing  Ave  times,  at  80  cents  per  acre 2. 50 

lievellng  twice,  at  70  cents  per  acre 1. 40 

Rolling  once .  00 

Planting 2.75 

Cultivating  five  times,  at  00  cents  i>er  acre 3. 00 

Thinning 12.00 

Hoeing 8.00 

Topping 12.00 

Pulling 6.  00 

Hauling .73 

Fertilizing 10. 00 

Irrigiition  five  times 5. 00 

92.00 
Thomas  B.  Barton. 
Per . 


I2XHIBIT  No.  127. 

[Granger  S.  L.  Co.] 

December  15,  1917. 
Cost  of  raising  1  acre  of  sugar  beets  bnscfl  on  a  32-ton  crop : 

Interest  on  land  at  $250  per  acre  at  0  per  cent $15. 00 

Interest  on  machinery 9. 00 

Depreciation  on  machinery ?•  '^0 

Water  assessments 1-  •'^ 

Taxes — --- - - - - - ^'  ^ 

Kertllizing™--' ^2JS 

Plowing 3.00 

Harrowing,   etc J-  ^ 

8ee<ling  and  planting 2.  i^5 

Cultivating  and  furrowing,  five  times 3.  <o 

Thinning,  hoeing,  and  topping ^  oa 

Irrigation  three  times J-  80 

Pulling §00 

Loading  and   hauling ^"^ 

95.  00 
a.   e.    sotx>mon. 
Wyub  Solomon. 
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ExRlBiT  No.  12S. 

[Onnsw  8.  U  Co.] 

Dbceubb  10,  IStT 

Cost  of  entering  into  the  production  of  1  acre  of  sugar  beets : 

Value  of  land  per  acre $800l00 

Interest  at  7  per  cent 2L00 

Plowing  10  Inches  deep 5.Qi» 

Harrowing  three  times,  at  GO  cents  per  acre 1.80 

Leveling  twice,  at  00  cents  per  acre 1.20 

Seeil  and  seeding 2.75 

Thinning 0. 00 

Cultivating  five  times,  70  cents  per  acre 3,50 

Hoeing 12. 00 

Irrigation  six  times,  50  cents  per  acre , 3.00 

Pulling O.00 

Topping 12.00 

Loading 4.00 

Hauling 6.00 

Fertilizer 16.00 

103.25 

Interest  at  7  per  cent  and  10  per  cent  depreciation  on  $300  equipment.  51. 00 

N.    P.    PETEB8KN. 


BxHinrr  No.  129. 

[Granger  S.  L.  Co.) 

Decbmbkb  16,  1917 

Cost  of  raising  1  acre  of  sugar  beets : 

Interest  on  land  at  $300  per  acre  at  7  per  cent $21.  W 

Plowing , 4,00 

Preparing  seed  bed 2.00 

Planting 2.75 

Cultivation 3.00 

Thinning 8.00 

Irrigation 3.00 

Weeding 2.00 

Hauling 12.00 

lulling  and  topping 15.00 

Fei-tlUzing 15.00 

66.75 

The  Chairman.  What  percentage  of  the  sugar  acreage  will  come 
out  of  the  crop  if  the  prices  for  next  year  are  adhered  to? 

Mr.  Patterson.  Svenety-five  per  cent. 

The  Chairman.  How  much  of  a  raise  have  you  got  to  have  in  order 
to  keep  the  farmers  raising  beets? 

Mr.  Patterson.  I  do  not  believe  they  will  raise  beets  for  less  than 
$10  a  ton.  In  fact,  there  have  been  a  number  of  mass  meetings  held 
by  isolated  bodies  of  farmers,  and  at  these  mass  meetings  there  have 
been  resolutions  passed  demanding  $10  per  ton,  very  largely. 

The  Chairman.  Do  you  know  anything  more  about  the  profits  oi 
these  beet  factories  than  you  have  told  us  1 

Jilr.  Patterson.  Yes ;  quite  a  lot 

The  Chairman.  Before  wo  come  to  that,  h&ve  you  any  contracts 
for  voiir  section  of  the  country  ? 

ifr.  Patterson.  I  have. 

The  Chairman.  Will  you  leave  us  those  copies! 
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Mr.  Patterson.  I  presume  1  can  get  them.  It  is  a  very  difficult 
thing  to  ^et  these  thmgs  from  the  sugar  companies.  On  account  of 
the  agitation  this  year  they  have  offered  us  the  option  of  two  con- 
tracts. 

The  Chairman.  This  is  the  first  time  they  have  offered  you  that 
option  ? 

Mr.  Patterson.  Yes. 

The  Chairman.  Tell  us  what  the  old  contract  was! 

Mr.  Patterson.  It  was  a  flat-rate  contract,  based  on  a  15  per  cent 
sugar-content  beet..  As  I  say,  it  was  scaled  down  in  the  company's 
favor,  but  never  upward  in  tne  farmer's  favor.  This  year  they  have 
given  the  farmer  the  option  of  a  flat  rate,  using  still  the  15  per  cent 
beet  as  a  basis,  giving  the  farmer  the  option  of  a  flat  rate  of  $7  per 
ton.  with  a  share  in  the  profits  of  the  business  above  a  price  of  $5.50 
per  bag  for  sugar,  allowmg  the  company  to  deduct  $5.50  per  bag  of 
100  pounds  of  sugar,  and  they  then  will  guarantee  the  farmer  $7 
per  ton  on  a  15  per  cent  beet  and  divide  with  him  one-half  of  the 
profit  realized  above  $5.50  per  bag. 

The  Chairman.  What  is  the  matter  with  that?  Does  the  $5.50 
price  take  out  a  lot  of  profit?  What  is  the  cost  of  getting  this 
su^ar  up  ? 

Mr.  Patterson.  Last  year  the  average  cost  for  the  Utah-Idaho 
Sugar  Co.  in  all  of  its  12  factories  was  $3.7861  per  bag  of  sugar, 
counting  in  every  item  of  expense,  including  everything. 
•  Senator  Jones.  Including  what  they  paid  for  the  beets? 
/Mr.  Patterson.  Including  the  cost  or  the  beets,  including  20  cents 
depreciation  charged  off  per  bag  of  sugar  on  the  plants,  including 
taxes  and  insurance,  every  drop  of  oil,  every  lump  of  coal,  every 
minute  of  labor^  ever^r  possible  charge,  including  certain  losses  they 
suffered  on  their  agricultural  operations,  including  losses  suffered 
through  frozen  beets. 

The  Chairman.  Including  overhead? 

Mr.  Patterson.  Including  overhead.  Taking  that  out,  the  cost 
was  $3.7861  per  bag  of  sugar. 

The  Chairman.  So,  when  they  offered  to  divide  the  profits  above 
$5.50  they  offered  to  divide  profits  after  they  have  already  taken 
off  how  much  of  profit  per  hundred  pounds? 

Mr.  Patterson.  That  is  a  matter  of  calculation.  I  have  not  calcu- 
lated it. 

The  Chairman.  $1.7930  a  hundred,  is  it  not? 

Mr.  Patterson.  I  would  like  to  say  this  that  by  far  the  largest 
item  of  expense  to  the  sugar  company  is  the  cost  of  the  beet.  The 
cost  of  beets  this  year  being  greater  than  last  year,  of  course  it  will 
cut  down  their  profits.  Last  year,  if  I  have  not  made  any  mistake 
in  my  calculation,  they  made  a  net  profit — and  when  I  say  net  I 
mean  net — of  $9.24  cents  per  ton,  and  they  paid  the  farmer  $5.50. 

The  Chairman.  If  they  would  pay  this  increased  cost  that  they 
propose  to  pay  now,  would  it  brin^  the  cost  up  to  $5 — ^$5.50— that  is 
the  point  where  thw  talk  about  dividing  with  the  fanner? 

Mr.  Patterson.  I  am  unable  to  say,  but  I  will  say^  this,  that  they 
have  had  certain  contracts  with  the  coal  operators  in  our  country, 
exceedingly  favorable  contracts,  but  how  long  those  contracts  run 
I  do  not  Imow.    Labor  costs  a  little  more.    Still  they  have  always. 
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paid  less  for  labor  than  other  ooncems,  as  they  have  paid  less  for 
beets. 

The  Chairman.  Let  me  have  those  contracts  now. 

Mr.  Patterson.  You  will  notice  that  these  contracts  scale  down 
from  15  per  cent,  but  never  scale  up. 

The  Chairman.  Which  of  those  are  the  old  contracts? 

Mr.  Patterson.  Both  of  those  contracts  are  for  this  year. 

The  Chairman.  Oh,  yes. 

Mr.  Patterson.  I  will  say,  also,  that  it  has  developed  that  for 
a  period  of  years — now-,  those  are  contracts  for  Idaho — ^for  some 
years  they  have  had  one  contract  for  Utah  and  paid  one  price  in 
Utah  ana  another  price  in  Idaho.  There  has  been  a  difference  of 
25  to  50  cents  a  ton  some  years  between  Utah  and  Idaho. 

The  Chairman.  By  the  same  company  V 

Mr.  Patterson.  By  the  same  company. 

The  Chairman.  Was  there  a  difference  in  the  beets? 

Mr.  Patterson.  I  think  not. 

The  Chairman.  Is  there  anything  else  you  want  to  talk  about! 

Mr.  Patterson.  I  would  like  here  to  introduce  and  leave  with  this 
committee  copies  of  correspondence  had  with  our  Federal  food  ad- 
ministrator for  Utah,  W.  W.  Armstrong,  a  letter  to  him  and  a  reply 
concerning  conditions;  also  a  copy  of  a  letter  and  a  telegram  from 
Mr.  Hoover.  I  will  get  those  together  and  would  like  to  leave 
them  with  the  committee. 

The  Chairman.  All  the  correspondence  you  have  had  with  Hoover 
or  any  of  the  Federal  food  control  will  be  admitted.  Now,  is  that  all, 
sir? 

Mr.  Patterson.  There  are  certain  other  things  that  I  would  like 
to  go  into  concerning  the  methods  of  the  company. 

The  Chairman.  We  are  trying  to  make  it  as  brief  as  possible. 

Mr.  Patterson.  I  realize  that 

The  Chairman.  You  say  you  have  something  else  as  to  their 
methods? 

Mr.  Patterson.  As  to  the  methods  that  the  company  has  used  there 
to  keep  the  farmers  in  subjection.  They  have  appealed,  of  course,  and 
used  Mr.  Hoover's  name,  as  has  been  brought  out  here,  to  keep  the 
farmers  in  subjection,  and  have  used  the  newspapers  and  circulars. 

The  Chairman.  You  say  they  have  made  use  of  circulars? 

Mr.  Patterson.  Newspapers,  and  some  circular  letters  I  have  here 
that  they  have  sent  out. 

The  Chairman.  Have  you  those  letters? 

Mr.  Patterson.  I  have  a  copy  of  one  of  them  here  in  this  little 
folder,  of  which  I  might  leave  you  a  copy. 

The  Chairman.  Let  me  see  that. 

Senator  Jones.  That  was  all  used  for  the  purpose  of  securing 
greater  production  of  beets? 

Mr.  Patterson.  That  is  it;  to  induce  the  farmer  to  continue  to 
raise  beets.  Now,  our  farmers  stand  in  this  position :  That  they  are 
ready,  if  the  Government  needs  sugar — ^which  they  know  It  doe&— if 
they  are  called  upon  to  make  sacrifices,  they  are  ready  to  make  these 
sacrifices  for  the  Government.  If  they  have  to  raise  sugar  beets  at 
less  in  ordpr  to  produce  sugar  in  order  to  prosecute  the  war,  our  farm- 
ers, in  addition  to  giving  their  sons  for  service  at  the  front,  will  give 
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their  help  at  home  to  maiHtain  those  sons,  even  though  they  must 
produce  sugar  at  a  loss;  but  thejr  object  positively  to  being  called  upon 
to  make  sacrifices  for  the  benefit  of  these  corporations  there  that  have 
exploited  them  for  years  and  years. 

The  Chairman.  The  letter  that  ^rou  spoke  about  is  in  this  circular, 
Hnd  this  circular  is  also  an  analysis  of  this  letter  and  of  the  state- 
ments that  are  made! 

Mr.  Pattebson.  That  circular,  I  may  say,  contains  figures  that  1 
know  to  be  accurate  concerning  the  last  year's  basis. 

The  Chairman.  There  is  a  letter  from  Mr.  Hoover  here,  you  say  f 

Mr.  Patterson.  I  will  get  that  and  see  that  it  gets  to  you. 

Senator  Reed.  Let  this  t>e  filed  as  an  exhibit. 

The  Chairman.  Have  you  that  correspondence  hero? 

Mr.  Patterson.  Yes.   I  have  not  got  it  all  here. 

The  Chairman.  Will  you  give  it  to  the  reporter  to-night,  before 
you  leave? 

Mr.  Patterson.  I  will  give  it  to  him  this  afternoon. 

(The  contracts  referred  to  were  marked,  respectively,  Exhibit  Na 
130  and  Exhibit  No.  130-a,  and  the  circular  was  marked  Exhibit  No. 
1^0-b,  and  the  same  are  here  printed  in  fiilU  as  follows:) 

HSXHIBTT   No.    ISO, 

irorm-148— -Tdabo.   Flai. 

Orli^loal.  fto— — 

Oqplkmte.  Acrw 

(7TAH-n)AHO    8U0AB    CO. 

Sttoar  Bekt  Contract 

IDAHO. 

1918. 

This  agreement,  In  duplicate,  this day  of ,  191 — ,  by  and  betweeb 

Utah-Idaho  Sugar  Company,  a  Utah  corporation,  hereinafter  called  the  Sugar 

Company,  and of .  county  of .  Idaho,  hereinafter  called  the 

Grower. 

Witnesseth :  The  Grower  agi'ees  to  grow  In  the  year  of  1918,  from  seed  to  be 

supplied  by  the  Sugar  Company, acres  of  sugar  beets,  and  to  deliver  and 

«ell  the  entire  crop  therefrom  to  the  Sugar  Company,  and  the  latter  agrees  to 
buy  and  pay  for  the  same,  upon  all  and  singular  the  terms  and  conditions 
hereinafter  set  forth,  to-wlt : 

1.  The  Grower  will  prepare  and  cultivate  the  said  land  and  harvest  the  beets 
srown  thereon  in  n  husbandlike  manner,  and  deliver  all  beets  with  the  tops 
closely  cut  off  nt  the  base  of  the  bottom  leaf,  and  without  mutilation  or  damage 
through  the  improper  use  of  topping  knives,  or  other  instruments,  and  will  not 
Irrigate  any  part  of  his  land  that  he  has  been  ordered  to  harvest.  The  Sugar 
Company  will  furnish  the  seed  at  25  cents  per  pound  to  the  Grower,  and  plant 
flame,  when  so  requested,  at  the  rate  of  50  cents  per  acre. 

2.  Delivery  of  beets  shall  be  made  as  directed  by  the  Sugar  Company. 

3.  All  such  beets  to  be  delivered  at  the  expense  of  the  Grower  in  a  manner 
and  condition  satisfactory  to  the  Sugar  Company,  in  the  sheds  or  on  cars 
at  the factory,  or  at  the  receiving  station  at . 

4.  The  Sugar  Company  shall  not  be  bound  to  accept  diseased,  frozen,  dam- 
aged, and  improperly  topped  beets,  and  beets  which  do  not  otherwise  meet  re> 
qnirements  hereof. 

5.  The  weight  of  dirt  delivered  with  beets  shaH  be  deducted  In  the  customary 
(Dflnner,  and  such  deductions  shall  be  conclusive. 

6.  The  Sugar  Company,  on  the  15th  day  of  each  month,  will  pay  for  all  beeei 
delivered  and  received  during  the  preceding  calendar  month  In  aceordaace  witt 
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the  terms,  speclflcotions,  and  requfrements  of  this  contract,  thnt  shall  test  over 
15%  in  sugar  content,  $8.50  per  ton,  from  14%  to  14.90%  Inclusive,  $8.25  per 
ton,  and  from  12%  to  13.09%  inclusive,  $8.00  per  ton. 

7.  The  Growers  shall  have  the  privilege  of  selecting,  at  their  expense,  a  man 
of  reliable  character,  satisfactory  to  the  company,  to  check  the  tares  find 
weights  of  the  beets  grown  under  this  contract,  nt  the  receiving  stations  where 
Buch  beets  may  be  delivered. 

8.  The  Sugar  Company,  at  its  pleasure,  during  the  growing,  harvesting,  and 
delivery  of  the  beets,  shall  have  the  privilege  and  shall  be  accorded  the  oppor- 
tunity, by  the  Grower,  of  sampling  the  beets,  in  order  to  ascertain  the  quality 
thereof,  by  polarization  and  analysis.  It  is  agreed  thnt  the  polarization  and 
analysis  by  the  Sugar  Company  shall  be  accepted  as  conclusive. 

9.  This  agreement  shall  bind  both  the  Grower  and  his  legal  representatives 
and  the  Sugar  Company  and  its  successors,  and  shall  not  be  transferable  by  the 
Grower  without  the  written  consent  of  the  Sugar  Company,  its  successors,  and 
assigns. 

Utah-Idaho  Sugar  Company. 

Witness:  ,  Oroiwr. 

^  Ky ,  Agent. 


P.  O.  Address.  - 


KxHiBiT  No.  180a. 
Form  148 — Idaho,  P.  S 

Original.  No. 

Uupllcata.  Acfw 

UTAH-n>AHO  SUGAR  CO. 

Sugab-Beet  Contract. 
Profit-sharing  boHs, 

1  IDAHO. 

1918. 

This  agreement,  in  duplicate,  this day  of ,  191 — ,  by  and  between 

Utah-Idaho  Sugar  Company,  a  Utah  coroporation,  hereinafter  called  the  Sugar 

Company,  and  ,  of ,  county  of  ,  Idaho,  hereinafter  called 

the  Grower. 

Witnesseth :  The  Grower  agrees  to  grow  in  the  year  of  1918,  from  seed  to  be 

supplied  by  the  Sugar  Company, acres  of  sugar  beets,  and  to  deliver  and 

sell  the  entire  crop  therefrom  to  the  Sugar  Company,  and  the  latter  agrees  to 
buy  and  pay  for  the  same,  upon  all  and  singular  the  terms  and  conditions  here- 
inafter set  forth,  to  wit : 

1.  The  Grower  will  prepare  and  cultivate  the  said  land  and  harvest  the  beets 
grown  thereon  in  a  husbandlike  manner,  and  deliver  all  beets  with  the  tops 
closely  cut  off  at  the  base  of  the  bottom  leaf  and  without  mutilation  or  damage 
through  the  improper  use  of  topping  knives  or  other  instruments,  and  will  not 
Irrigate  any  part  of  his  land  that  he  has  been  ordered  to  harvest.  The  Sugar 
Company  will  furnish  the  seed  at  25  cents  per  pound  to  the  Grower,  and  plant 
same,  when  so  requested,  at  the  rate  of  50  cents  per  acre;    ^ 

2.  Delivery  of  beets  shall  be  made  as  directed  by  the  Sugar  Company. 

8.  All  such  beets  to  be  delivered  at  the  expense  of  the  Grower  in  a  manner 
and  condition  satisfactory  to  the  Sugar  Company,  in  the  sheds  or  on  cars  at 
the factory,  or  at  the  receiving  station  at . 

4.  The  Sugar  Company  shall  not  be  bound  to  accept  diseased,  frozen,  dam- 
aged, and  improperly  topped  beets,  and  beets  which  do  not  otherwise  meet 
requirements  hereof. 

5.  The  weight  of  dirt  delivered  with  beets  shall  be  deducted  in  the  customary 
manner,  and  such  deductions  shall  be  conclusive. 

6.  The  Sugar  Company,  on  the  15th  day  of  each  month,  will  pay  for  all  beet* 
delivered  and  receivefl  during  the  preceding  calendar  month  in  accordance  witb 
the  terms,  specifications,  and  requirements  of  this  contract  that  shall  test  over 
15%  in  sugar  content,  $7.00  per  ton ;  from  14%  to  14.99%,  inclusive,  $6.75  per 
ton ;  and  from  12%  to  13.99%,  inclusive,  $6.50  per  ton.  In  addition  to  the  above 
payments  the  Sugar  Company  will  pay  to  the  Grower  his  proportion  of  one- 
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half  of  the  net  amount  realized  from  the  sale  of  sugar  inanufactnrecl  from  the 
beet  crop  of  1918  ovei*  and  above  $5.50  per  100  lbs.  of  sugar.  This  payment  to 
be  made  when  all  of  ^ald  sugar  has  been  sold. 

7.  The  Growers  shall  have  the  privilege  of  selecting,  at  their  expense,  a  man 
of  reliable  character,  satisfactory  to  the  company,  to  check  the  tares  and 
weights  of  the  beets  grown  under  this  contract  at  tlie  receiving  statio^is  where 
«och  beets  may  be  delivered. 

8.  Tlie  Sugar  Company,  at  Its  pleasure,  during  the  growing,  harvesting,  and 
delivery  of  the  beets,  shall  have  the  privilege  and  shall  he  accordeil  the  oppor- 
tunity, by  the  Grower,  of  sampling  the  beets,  In  order  to  ascertain  the  quality 
thereof,  by  polarization  and  analysis.  It  is  agreed  that  the  polarization  and 
analysis  by  the  Sugar  Company  shall  be  accepted  as  conclusive. 

9.  Tills  agreement  shall  bind  both  tlie  Grower  and  his  legal  representatives 
and  the  Sugar  Company  and  its  successors  and  shall  not  be  transferable  by  the 
Grower  without  the  written  consent  of  the  Sugar  Company,  its  successors  and 
assigns. 

Utah-Idaho  Sugar  Compant, 
,  Groicer. 


By ,  Agent. 

P.  O.  Address 


Witness: 


Exhibit  No  130b. 

Thk  Si<x^rts  o¥  thk  Utah -Idaho  Sugar  Company — An  Open  Letter  to  thi 

Beet  Growers  of  the  Intermountain  Region. 

vgb,  lack  of  knowuidoe  the  people  perish. 
(From  Intermonntain  Asaociation  of  Sugar  Beet  Growers,  Box  180,  Salt  Lake  Cltj,  Vtah,] 

Salt  Lake  City,  Utah,  September  20,  tOll. 
Tq  pou,  if  you  are  a  beet  grower. 

Dear  Sir:  Tlie  Utnh-Idaho  Sugar  Company  operated  factorle  at  I-.ehl,  Gar- 
land, Elslnore.  Payson,  Spanish  Fork,  West  Jordan,  and  Brlghara  City,  Utah : 
Idaho  Falls,  Sugar  City,  Blackfoot,  and  Nampa,  Idaho;  Grants  Pass,  Oregon. 

Last  year  these  factories  produced  1J16J74  bags  of  sugar. 

At  the  Lehl  factory  there  was  an  average  of  306.8  pounds  of  sugar  extracted 
from  a  ton  of  beets. 

At  the  Sugar  City  factory  the  average  was  808  pounds  per  ton. 

The  Idaho  Falls  factory  produced  an  average  of  275.6  pounds  per  ton. 

The  average  extraction  for  all  the  factories  (operated  by  this  company  last 
year)  was  274.»8  pounds  of  sugar  per  ton  of  beets. 

Figuring  In  the  cost  of  beets  delivered  In  the  chutes  at  the  various  factories, 
the  cost  of  labor,  fuel,  oil.  chemicals,  sacks,  lime  rock,  maintenance  of  plants, 
salaries  of  all  officers  and  employees,  general  office  expenses,  the  assessment  of 
die  company  to  the  beet  sugar  association  (which  is  the  union  of  the  beet  siigar 
manufacturers),  taxes,  insurance,  depreciation  on  plants,  losses  on  various 
farming  operations  and  land  projects,  losses  on  beets  frozen  at  tho  factory  and 
in  the  fields,  and  every  Item  of  expense  down  to  the  Inst  cent,  the  cost  of 
making  a  bag  of  sugar  by  this  company  last  year  was  $3.7861.    This  Is  the  exact 

average  cost  for  all  the  factories.  ,^,41  , 

The  company  farmed  67  acres  of  beets  at  Lehl  last  year.     It  also  farmed 

180i  at  Sugar  City,  and  12  acres  at  Elslnore.    It  did  a  lot  of  other  fanning. 

biit  these  are  the  principal  beet  acreages.    They  cover  the  territory  perfectly, 

one  lot  being  at  the  north  end,  one  at  the  south  end,  and  one  In  the  middle. 
In  determining  Its  farming  expense  in  the  prwluctlon  of  a  crop  of  beets  the 

follo\\ing  Items  were  charged:  Plowing  and  subsolllng,  hnrro\ylng  and  leveling. 

ijBed  and  planting,  thinning  and  hoeing,  cultivating,  furrowing  out  and  Irvl. 

gating,  plowing  out,  pulling  and  topping,  hauling,  tools  and  huplenients,  Dulld. 

logs  and  fences,  reservoirs  and  ditches,  harness  and  wagons,  wtahie  expenses. 

water  ussessuient*) 
Notblng  Is  sa^r  about   rnxes.   Interest   on   mpiM   1nv.>«rMH.   lii<nr:n.<-.>.   ,.,-   0.' 

prp«*latlon  on  land. 
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TftklDg  only  the  items  listed  these  are  the  results: 

SIxty-aeven  acres  at  Lehl.  Total  disbursements,  $3,670.30.  Total  racolpti 
from  beets  credited  at  $0.30  per  ton,  $1,731.17.    Net  loss,  $1,839.13. 

One  hundred  and  eighty  and  onohalf  acres  at  Sugar  Cltv.  Total  dl8bor» 
ments.  $17,034.41.    Total  receipts.  $9,730,93.    Net  loss.  $7,903.48. 

Twelve  acres  nt  Elslnore.  Total  expenditure,  $756.40.  Total  receipts. 
$772.11.    Net  profit  $15.71. 

There  were  7,097  farmers  engaged  in  growing  beets  for  this  company  l&si 
year. 

These  farmers  planted  81,205  acres  to  beets.  (Several  thousand  of  thw 
acres  were  abandone<l  or  frozen  before  harvest.) 

For  the  acres  harvested  the  average  number  of  tons  per  acre  was  9.91 

For  the  acres  planted  the  average  per  acre  is  8.56  tons. 

The  company  sold  the  1,716.774  bags  of  sugar  it  made  last  year  (w 
$12,934,913.23. 

To  produce  this  sugar  the  company  paid  out  on  its  beet  account  the  mm 
of  $4,699,105.88. 

The  operating  expenses  at  all  Its  factories  were  $1,211,777.98. 

The  maintenance  charges  at  all  factories  were  $496,297.44. 

Officers'  salaries,  expense  of  head  office,  etc.,  was  $285,078.30. 

It  paid  insurance  In  the  sum  of  $12,942.70. 

It  paid  an  income  tax  of  $122,695.00. 

It  pnid  general  taxes  in  the  sum  of  $98,718.83. 

It  charged  off  for  depreciation  on  its  plants  $343,354.80. 

The  syrup  and  pulp  from  Its  factories  was  worth  last  year  $386,833.52. 

It  received  as  interest  from  various  sources  $125..543.70. 

Its  revenue  from  miscellaneous  sources  was  $317,338.OT. 

The  exact  total  cost  of  the  production  of  last  season's  sugar  crop  for  thU 
company  was  $6,435,084.03. 

On  every  farmer  who  grew  beets  for  it  last  year  the  Utah-Idaho  Company 
made  an  average  net  profit  of  $830.05. 

Its  average  net  profit  on  each  acre  planted  to  beets  was  $79.18. 

On  each  ton  of  beets  harvested  the  company  made  a  net  profit  of  $9.24. 

Those  are  the  facts.    No  estimates.    No  approximations.    No  guesses. 

\Ve  expect  the  company  to  deny  them,  but  we  challenge  a  production  of  their 
books  to  disprove  them. 

Here  is  a  copy  of  a  letter  sent  out  by  this  company  about  a  month  aga  Ton 
are  asked  to  study  it  carefully. 

UTAH-IDAHO  SUOAIl  Ca 

( Jofl.  F.  Smith,  preetdeot ;  TtaM.  B.  Cutler,  vice  president ;  n.  Q,  Whitney,  wr^wtmrj  anA 
trensurer ;  W.  T.  Pyper,  asRlRtant  secretary  and  treasurer ;  C.  W.  Nibley,  general  nan- 
ager;  Merrill  Klbley,  assistant  general  manager.) 

Salt  Lake  CrrY,  Utah,  August    /5,  IBH, 
To  the  farmers  and  beet  growers  of  the  Utah-Idaho  Sugar  Company's  territorff. 

Genttjemen  :  At  the  meeting  of  the  board  of  directors  of  the  Utah-Idaho 
Sugar  Company  held  August  15,  1917,  It  was  unanimously  decided  to  pay  the 
following  prices  for  beets  for  the  year  1918 : 

The  sugar  company  will  guarantee  a  minimum  price  of  $7.00  por  tun  as  i»er 
basts  of  last  year's  contract,  which  will  be  paid  on  the  15th  day  of  f^ch  montb 
for  all  beets  delivered  during  the  previous  calendar  month,  as  usual.  In  addi- 
tion to  this  gunranteed  prlco  of  $7.00  v»er  ton  the  simjtr  oompany.  after  marketing 
its  sugar  In  the  best  ninrkets  nt  the  highest  prices,  will  take  as  Its  proflt  $1.00 
per  bag,  the  farmer  nlr^^idy  having  recn^lved  about  an  equal  amount  as  his  profit 
in  the  price  of  $7.00  pe^r  ton ;  this  Is  based  on  an  average  12-ton  crop,  which  cost^ 
about  $54.00  r»er  acre  to  jirfKluce  (or  $4..50  per  tun)  leaving  a  profit  of  $2.50  per 
ton.  As  there  are  approximately  250  iwunds  of  sugar  extractetl  from  a  ton  of 
beets,  this  division  of  i>roflt  would  be  substantially  equal  as  between  the  farmers 
and  the  company. 

In  addition  to  the  above,  the  sugar  company  will  pay  the  farmer  one-half  of  all 
profit  over  andabove  the  $1.00  per  bag  profit  before  mentioned. 

Estimating  the  cost  per  bag  at  $4.50  and  the  selling  price  at  $7.00,  and  after 
the  sugar  company's  profit  of  $1.00  has  been  deducted  there  would  remain  $L50 
per  bag  to  be  divided  equally  between  the  farmer  and  the  company.  As  there 
are  about  2^  bngs  of  sugar  extracted  from  each  ton  of  beets,  this  would  mean  «d 
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aaditioiial  payuieut  tu  the  farmers  uf  2i  tiiuess  75c%  or  ;?1.87i,  wWcb  would  bt* 
added  to  the  farmers  guaranteed  price  of  $7.00  per  ton,  making  a  price  of  $8.87i 
per  ton  which  he  would  receive  for  his  beets.  If  sugar  should  go  still  higher  in 
price,  the  farmer  will,  of  course,  receive  a  proportionately  higher  price  for  his 
beets. 

The  farmer  Mill  realize  that  the  larger  the  tonnage,  the  less  cost  per  ton  of 
production;  hence,  his  profits  will  be  greater. 

The  sentiment  expressed  by  the  directors  is  that  this  is  the  fairest  contract 
that  could  be  offered  for  sugar  beets  and  that  the  farmers  will  no  doubt  accept 
it  as  a  cooperative  mutual  profit-sliaring  proposition  and  enter  into  the  growing 
of  sugar  lieets  on  a  larger  scale  and  with  a  greater  determination  to  produce 
a  larger  tonnage  per  acre,  which  will  give  the  factories  a  full  capacity  run, 
thereby  reducing  the  cost  of  the  mauufacturiug  of  sugar  and  increasing  the 
profits  per  bag  of  sugar,  because  it  will  readily  be  seen  that  a  factory  that 
has  a  full  run  will  make  sugar  cheaper  than  oue  that  has  only  a  partial  run. 

Wishing  you  success,  we  are,  yours,  \evy  truly, 

Utah-Idaho  Sugab  Ck>MPANT, 
C.  W.  Nidtj:y,  General  Manager. 

Note  the  assertion  that  it  costs  ^.50  to  produce  a  ton  of  beets.  Now  turn 
back  and  study  the  company's  figures  on  three  of  its  beet-raising  ventures  last 
year.  Then,  you  older  men,  think  with  what  a  flourish  of  trumpets  the  com- 
pany announced  several  years  ago  that  it  was  not  going  to  compete  with  the 
farmers  in  raising  beets  any  more.    Can  you  see  why? 

Can  you  figure  out  why  General  Manager  Nibley  says  that  there  is  approxi- 
mately 2o0  pounds  of  sugar  in  a  ton  of  beets?    Do  you  think  he  doesn't  know? 

Have  you  any  idea  why  he  said  "  estimating  the  cost  per  bag  at  $4.50  "?  Is 
It  possible  he  doesn't  know?  Do  you  think  that  the  company's  system  of  book- 
keeping is  so  slack  as  to  leave  such  matters  in  doubt? 

Is  It  conceivable  that  the  board  of  directors  of  this  great  concern  is  so  little 
interested  in  the  millions  that  it  Is  grinding  out  for  them  that  they  fail  to  pry 
Into  its  Innermost  secrets? 

Here  are  the  men ;  nobody  has  ever  charged  them  with  being  weak-minded  or 
careless:  Joseph  F.  Smith,  Thomas  R.  Cutler,  Heber  J.  Grant,  Wm.  H  Wattls, 
John  C.  Cutler,  George  Romney,  W.  S.  McCornick,  C.  W.  Nibley,  James  D. 
Murdoch. 

Did  these  men  know  the  things  that  are  estimated  and  approximated  for 
jou  in  this  letter? 

Sugar  factories  have  been  in  operation  here  for  over  a  quarter  of  a  century. 
Bow  much  have  you  been  told  of  the  business  in  all  this  time? 

You  have  taken  the  word  of  these  same  men  on  everything  connected  with 
the  sugar  business,  haven't  you?  They  have  never  asked  your  advice  or  even 
for  a  suggestion  from  your  concerning  the  contracts  you  signed  Avith  them. 
Did  they? 

Have  they  fooled  you  in  the  past?    Are  they  trying  to  fool  you  in  this  letter? 

The  clear  money  they  made  last  year,  if  counted  out  in  silver  dollars,  would 
toad  over  a  hundred  wagons  with  two  tons  of  coin  each.  Did  you  have  any 
clear  money  from  your  beet  crop  last  year?  Will  you  have  any  this  year? 
Have  you  ever  had  any? 

Do  you  read  the  papers?  Have  you  seen  how  the  sugar  men  have  been 
courting  the  Government  since  the  war  started?  Did  you  luiow  that  the  beet- 
sugar  men  had  an  organization  through  which  they  all  worked  together?  It 
is  called  the  beet-sugar  association. 

Tlte  Utah-Idaho  Company  paid  an  assessment  to  this  association  last  year 
of  $1,749.29. 

It  will  probably  be  more  this  year  for  they  have  hung  on  to  Food  Administra- 
tor Hoover's  coat  tails  pretty  nearly  continuously  since  his  appointment.  Th^ 
bave  been  months  driving  a  bargain  with  him. 

Has  anyone  taken  your  case  to  Mr.  Hoover?  Have  you  arranged  to  have 
anyone  plead  your  cause  for  you?  Have  you  any  system  or  plan  by  or 
through  which  you  can  work  with  your  fellow  beet  growers? 

You  are  in  a- pretty  bad. fix,  are  you  nut?  A  hundred  influences  and  interests 
are  planning  and  plotting  and  sclieraln;^  to  rob  you  out  of  what  you  produce 
and  you  are  taking  no  steps  to  protcfct  yourself.  Do  you  think  that  you  are 
■mart  enough  t/>  hold  your  own  ngninst  all  thp«<»  fel1mv<5  who  mnke  their  living 
by  wheminp? 
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These  schemers  control  practically  uli  our  newspapers.  They  allow  only 
such  things  as  are  favorable  to  them  to  be  printed. 

We  have  tried  to  secure  space  in  some  of  the  Utah  papers  to  tell  your  side 
of  this  story.    These  papers  have  refused  to  even  sell  us  spoce. 

The  mannger  of  the  most  widely  circulated  paper  In  Utah,  when  we  asked 
him  to  publish  the  figures  given  in  this  letter  said,  "  It  Is  contrary  to  the  policy 
of  this  paper.    We  are  not  fighting  business.** 

All  the  papers  like  to  print  things  that  are  favorable  to  the  sugar  companj. 
The  company  pays  them  to  do  it.  It  spent  $15,710.86  in  advertising  last  year. 
The  papers  got  it.    Most  of  them  got  something  every  month  from  the  company. 

The  company  owns  stock  In  the  Beet  Sugar  Gazette.  The  business  of  thla 
paper  is  to  protect  the  beet  sugar  manufacturers. 

The  Utah-Idaho  CJompany  received  a  dividend  of  $80.00  last  year  from  the 
stock  it  owns  in  the  Beet  Sugar  Gazette. 

Do  you  think  the  sugar  corapnnies  in  thest*  parts  have  l)(H»n  fair  and  honesi 
with  you  during  the  past  twenty  years? 

Don*t  you  think  you  ought  to  have  a  fairer  division  of  the  great  wealth  that  is 
coming  out  of  the  sugar  business? 

Suppose  thnt  you  got  half  of  the  clear  money  that  was  made  in  this  buslDesb. 
(We  mean  your  proportionate  half.)  That  would  mean  $12.00  to  $15.00  per 
ton  for  beets. 

You  could  lift  the  mortgage  from  the  farm  if  your  beets  were  worth  that 
much. 

You  f*ould  pay  taxes  to  build  fi'i«*  sduK>l houses,  to  have  roads,  to  build  libra- 
ries, and  carry  on  public  works. 

You  could  send  your  boys  and  glrl.s  to  college,  could  build  a  commodious  home, 
could  have  pun^bred  cnttlo  and  moflern  machinery  on  the  farm,  could  have  an 
automobile  and  n  little  leisure  to  vLsit  your  neighbor. 

You  could  leave  your  boys  anil  girls  a  heritage  that  would  mean  freedom, 
growth,  happiness  If  you  got  your  half  of  the  clear  money  that  comes  from  the 
beet-sugar  business. 

The  Intermountaln  As.sorhitlon  of  SugJir-Hivt  Growers  hns  been  organized 
to  get  this  half  for  you.  It  will  publish  a  paper  which  will  tell  your  side  of  the 
story.    It  will  educate  you. 

You  are  now  asked  to  join  this  association  and  help  yourself  as  the  Utah- 
Idaho  Sugar  Company  Joined  the  beet-sugnr  association  to  help  Itself. 

The  sugar  men  have  no  right  to  complain  at  you  for  doing  the  things  they  do. 

They  ought  not  to  object  to  your  organization  asking  Hoover  to  fix  a  fair  price 
for  the  beets  you  nilse  when  they  have  been  so  Insistent  with  him  to  fix  a  fair 
price  for  tlie  sutrar  they  nvike  from  your  beets. 

But  they  will  ol).1(H't.  They  are  like  a  si»oiled  child  with  a  b-ig  of  candy.  The.v 
will  hate  like  sixty  to  divide.  Tlio  biiiiip  of  selfishness  and  nvnriclousness  can 
develop  to  a  pretty  big  thing  in  twenty-five  years. 

(^ome  into  the  orpnilzntic»n.  J(»ln  your  fellow  beet  farmers  in  securing  Justice. 
Don't  be  afraid  to  stand  up  for  the  right.     Never  be  ashamed  of  the  s<iuare  deal. 

If  tbe  solicitor  of  the  a^scjclntlon  falls  to  see  you  right  away,  write  a  line  to 
box  136,  Salt  I.ake  City,  T'tah,  and  you  will  be  told  what  to  do. 

This  organization  is  not  unpatriotic.  It  has  no  animosity  toward  the  su;;iu 
company.  It  does  not  want  to  destroy  the  business.  It  does  want  to  build  the 
greatest  sugar  business  In  the  world  right  here  at  home.  Its  only  pun>«» 
Is  to  see  the  farmer  prosper  along  with  the  sugar  companies. 

It  will  take  such  steps  as  are  necessary  to  secure  that  end.  It  is  the  busi- 
ness of  tills  organization  to  secure  Justice  for  the  men  who  grow  beets  Just  as 
It  is  the  business  of  the  sugar  company  to  make  and  sell  supir. 

It  is  a  real  business  organization  you  are  asked  to  Join.  Your  dividend-* 
here  will  be  greater  than  In  any  business  In  which  you  ever  engaged  before. 

This  organization  is  not  fighting  business.  It  is  trying  to  build  a  bigger. 
more  Christian  business.  It  thinks  the  biggest,  most  Important  business  In  tlie 
\w)rld  is  to  establish  Justice  between  the  beet  farmer  and  the  sugar  company. 

You  are  a  live  beet  farmer.    We  need  you  but  you  need  us  the  worst 

Most  sincerely, 

Intekmountaix  Association  of  Suoab  Bket  Growers. 

N.  P.  Pftersen, 

.losEPH  Smith, 

A.  F.   RUNDQUIST, 

Executive  Committee. 
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The  Cbairhan.  Can  you  say  anything  else  that  you  think  is  so 
interesting  that  we  ought  to  hear  it,  vrhen  we  are  hurried? 

Mr.  Pattebson.  I  do  not  like  to  take  the  time  of  this  committee. 
I  will  say,  though,  that  the  sugar  company  there  has  endeavored 
through  the  agent  of  the  Department  of  Agriculture,  who  is  out  there 
conducting  the  beet-sugar  investigations  for  the  Agricultural  Depart- 
ment— ^they  have  endeavored  to  and  have  used  him  and  are  using  him 
as  authority  to  force  their  contracts  on  the  people  and  induce  them 
to  continue  the  raising  of  beets,  and  he  claims — ^he  has  taken  the 
credit  to  himself  of  originating  this  profit-sharing  proposition  and 
these  contracts  here.  The  company  has  hidden  behind  nim  and  has 
claimed  through  the  public  press — 1  have  the  clippings  here — ^that  the 
Government  is  backing  them  up  in  their  pretensions. 

Senator  Kenyon.  Have  you  his  namef 

Mr.  Patteeson.  His  name  is  Jones.  He  has  been  there  about  ^ 
year. 

The  Chairman.  How  does  he  approach  people,  through  the  mails 
or  in  meetings? 

Mr.  Patterson.  He  has  been  approaching  them  in  meetings,  mak- 
ing statements,  and  using  the  prestige  of  his  connection  with  the 
Department  of  Agriculture  here  to  gam  the  attention  of  the  farmers. 

The  Chairman.  Well,  we  have  got  to  have  the  beets  raised.  Of 
course,  there  should  not  be  any  bulldozing  about  it. 

Senator  Jones.  While  this  would  not  occur  to  some  minds  as  beipg 
possible,  I  will  ask  you  to  state  whether  or  not  you  or  anyone  else 
has  been  engaged  in  agitating  this  question  of  losses  in  the  beet-sugar 
industry,  and  was  it  for  the  purpose  of  forcing  these  factories  to  pay 
more  than  the  farmer  ought  to  have  ? 

Mr.  Patterson.  I  did  not  catch  you  question,  Senator.  Will  you 
just  repeat  that  ? 

(The  preceding  question  was  read  by  the  stenographer.) 

Mr.  Patterson.  Not  to  my  knowledge. 

Senator  Jones.  In  other  words,  you  farmers  are  not  taking  advan- 
tage of  this  situation  to  yourselves  become  profiteers  in  this  industry? 

Mr.  Patterson.  Not  at  all.  We  only  demand  a  fair  share  of  the 
profits  of  the  business.  We  feel  that  we  ought  to  have  a  fair  share. 
We  are  willing  to  bear  our  share  of  the  burdens.  We  are  willing  to 
suffer  with  the  sugar  company,  but  we  demand  that  the  sugar  com- 
pany shall  not  profit  at  our  expense  in  these  times. 

Senator  Jones.  What  percentage  of  profit  do  you  think  the  farmer 
ought  to  have,  and  what  percentage  have  you  figured  on  in  fixing 
these  prices?  ; 

Mr.  Patterson.  We  have  been  agitating  a  profit-sharing  proposi- 
tion with  the  sugar  company.  They  claim  they  want  to  cooperate 
with  us.  Our  idea  of  sharing  this  is  that  we  ought  to  establish  a  basic 
price  of  beets.  Justice  would  demand  that  the  farmer  be  paid  first  of 
all  the  cost  of  raisinar  his  beets.  He  ought  to  be  made  whole.  He 
ought  never  to  be  asked  to  raise  beets  at  a  loss.  Then  the  factory 
should  take  those  beets,  work  them  into  sugar,  and  pay  its  legitimate 
cost  of  making  and  selling  that  sugar.  That  done,  the  farmer  would 
he  satisfied  then  to  divide  the  profit  that  is  left. 

vSenator  Jones.  Do  you  think  he  would  be  satisfied  with  that  ? 

Mr.  Paoterson.  I  think  he  would.  I  do  not  know ;  when  you  say 
*  satisfied,^'  that  is  a  big  word.    It  would  be  more  just  at  least. 
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Senator  Jonea.  The  capitfil  invested  in  the  land  and  implemcnte 
and  so  on  necessary  to  produce  these  beets  for  a  factory  is  much 
greater  than  the  capital  invested  in  the  factory,  is  it  not  ? 

Mr.  Patterson.  At  least  three  times. 

Senator  Jones.  At  least  three  times? 

Mr.  Patterson.  I  should  think  so. 

Senator  Jones.  Then  you  would  be  willing  to  let  the  factory  owner 
get  three  times  as  much  on  his  investment  as  the  farmer  would  be 
willing  to  get? 

Mr.  Patterson.  We  would  be  willing  to  start  out  this  other  wav. 
We  might  eventually  demand  more.  That  would  be  absolutely  fair. 
But  the  farmers  in  our  section  have  been  exploited  so  l<Mig  that  if 
they  could  establish  that,  it  would  be  such  a  long  step  ahead  that 
they  would  feel  pretty  good  for  a  few  years,  at  least. 

senator  Jones.  If  they  are  so  much  behind,  do  you  not  think  they 
should  have  three- fourtns  of  it  and  the  factory  only  the  other  one- 
fourth,  until  they  catch  up? 

Mr.  Patterson.  Justice  would  demand,  of  course^  if  we  got  down 
to  a  basic  question  of  justice,  figuring  it  on  the  basis  of  investment, 
of  course;  but  we  do  not  expect  absolute  justice  from  the  sugar  com- 
panies yet,  Senator. 

Senator  Jones.  You  are  seeking  this  justice  not  from  the  sugar 
companies,  are  you  not? 

Mr.  Patterson.  I  do  not  know  whom  else  we  are  seeking  it  froui. 

Senator  Jones.  You  are  not  interviewing  the  sugar- factory  people 
here  in  Washington,  are  you  ? 

Mr.  Patterson.  No. 

Senator  Jones.  Then  you  are  seeking  justice  from  ssmue  otb«r 
source? 

Mr.  Patterson.  We  are  appealing  here  to  every  possible  avenue; 
that  is  what  we  are  doing.  We  are  turning  on  the  light  just  as  fast 
as  we  can  and  just  as  brilliant  as  we  can. 

Mr.  WooLWiNE.  Will  you  pardon  me.  Senator;  1  think  this  might 
be  illuminating. 

Senator  Jones.  Yes. 

Mr.  WooLWiNE.  We  have  attempted  to  get  a  conference  with  the 
factory  men  this  year  and  attempt  to  work  this  thing  out.  but  w<* 
are  not  able  to.    Mr.  Patterson  was  not  here. 

Senator  Jones.  Now^  how  do  you  expect  to  solve  this  problem! 

Mr.  Patterson.  I  might  say  that  I  had  an  interview  this  morning 
with  Mr.  Lamb— Judge  Lamb— who  represents  the  Food  Adminis- 
tration here,  and  he  told  me — ^I  reached  town  only  yesterday  so  that 
I  do  not  know ;  I  was  not  acquainted  with  just  what  these  gentlemen 
did ;  I  met  them  last  night  and  they  told  me  what  they  had  accom- 
plished and  I  saw  Judge  Lamb  this  morning  and  the  Judge  stated 
— that  they  were  ready  to  appoint  a  commission,  this  commission, 
however,  having  no  authority  to  bind  the  companies  or  to  bind  any- 
body, for  that  matter,  but  being  simply  an  investigating  commission. 
He  said  he  would  invite  the  sugar  companies  to  participate.  If  they 
did  not  choose  to,  they  could  not  be  compelled  to,  and  if  they  did 
choose  to,  of  course,  a  binding  agreement  could  be>  entered  into;  but 
in  case  the  sugar  companies  refused  to  participate,  the  only  result 
of  such  a  commission  would  be  to  authoritatively  establish  the  cost  of 
beet  production.    That  would  give  us  one  step  ahead*  and  the  fanner 
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would  then,  as  it  were,  take  an  inventory,  take  stock,  and  he  would 
knaw  wbore  he  stood.  He  would  have  an  aixthoritatiye  body,  and 
then  his  only  recourse,  which  he  will  follow  and  which  will  eventually 
bring  the  sugar  company  to  time,  will  be  that  he  will  quit  raising 
beets  and  so  to  something  else. 

Senator  Jones.  Well,  ooes  that  help  the  country  at  this  time? 

Mr.  Patterson.  That  does  not  help  the  Government;  no.  That 
is  it.  That  is  the  very  thing  that  this  agitation  has  been  started  for. 
because  the  farmers  in  our  section  of  the  country  have  been  exploited 
so  long  they  have  become  so  heartily  disgusted  that  they  are,  you 
might  say,  in  the  mood  to  sulk.  They  have  made  up  their  minds 
that  they  will  just  quietly  quit. 

Senator  Kenton.  They  oelieve  in  passing  prosperity  around,  do 
they  not? 

Mr.  Patterson.  Yes,  indeed;  they  would  like  to  have  a  little  share 
in  it. 

Senator  Jones.  Mr.  Patterson,  have  you  thought  of  any  remedy 
for  this  situation  ? 

Mr.  Patterson.  The  only  remedy  that  I  know  is  to  simply  turn 
on  the  light,  let  it  be  known  just  what  the  sugar  company  has  stood 
for  in  the  past,  what  it  stands  for  now,  and  point  out  where  its  con- 
tracts are  unfair.    Publicity  is  positively  the  only  remedy. 

Senator  Vardaman.  Your  purpose  is  to  create  public  sentiment 
that  will  coerce  these  manufacturers  of  sugar  to  do  justice  by  the 
producer  of  the  beets? 

Mr.  Patterson.  That  is  the  only  remedy  I  see.  Senator. 

Senator  Kenton.  You  believe  in  "pitiless  puolicity"? 

Mr.  Patterson.  Telling  the  truth  aoout  it ;  yes,  sir.  If  the  sugar 
company  get  so  ashamed  of  this  that  they  can  not  stand  it  any  longer 
they  will  probably  do  better. 

Senator  Jones.  Do  you  believe  that  any  legislation  could  h^lp  the 
matter? 

Mr.  Patterson.  I  doubt  it.  I  have  not  looked  into  that  phase  of 
the  question.  I  have  not  considered  it  thoroughly.  I  have  not  been 
mixed  up  in  this  fight  over  a  great  period  of  time,  and  I  do  not  Imow 
whether  it  could  he  reached  or  not.  In  our  communication  to  Mr. 
Armstrong,  which  will  be  filed  with  this  committee,  we  have  sug- 
gested to  Sir.  Armstrong  that  if  the  sugar  companies  will  not  be  fair 
and  just  to  the  farmer,  if  the  Government  will  step  in  and  take  hold 
of  the  factories,  we  will  raise  beets  for  the  Government.  They  have 
ordered  the  taking  over,  the  control  and  operation  of  coal  mines, 
the  control  and  operation  of  railroads,  etc.  Sugar  is  a  necessity. 
If  they  can  do  one  thing  why  could  they  not  do  another  as  a  war 
measure!  Under  the  powers  of  the  Constitution,  why  could  they 
not?  And  if  Uncle  Sam  will  come  out  there  and  take  those  sugar 
factories  we  will  guarantee  him  the  labor,  the  skilled  help,  and  we 
will  ^arantee  to  produce  beets  to  keep  those  factories  running. 
That  IS  what  the  farmers  of  Utah  and  Taaho  will  do,  and  we  would 
like  Uncle  Sam  to  come. 

Senator  Kenyon.  He  is  a  pretty  busy  uncle  now. 

Mr.  Patterson.  He  is,  indeed. 

Senator  Kenyo^.  In  vour  judgment  price-fixing  on  sugar  is  goin^ 
to  rp^nlt  in  a  scarcity  of  sugar  next,  year,  is  it? 
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Mr.  Pattekson.  I  would  not  say  that,  Senator. 

Senator  Kenton.  In  other  words,  if  we  are  going  to  have  plenty 
of  sugar  we  have  got  to  have  higher  prices? 

Mr.  Patterson.  Higher  prices  for  sugar.  I  think  not.  The  Utah- 
Idaho  Sugar  Co.  last  year  in  round  ngures  cleaned  up  something 
like  $6,000,000.  They  sold  their  sugar  last  year  at  an  average  price 
of  $7.53  per  bag.  Now,  you  might  think  I  was  a  sugar  manufacturer, 
but  I  know  what  I  am  talking  about.  I  am  willing  that  this  shall  go 
in  the  record,  and  I  stand  behind  it,  and  I  challenge  the  sugar  com- 
pany to  come  in  here  and  disprove  these  figures.  I  should  like  to  see 
them  lay  their  books  on  the  table.  I  know  that  is  what  their  boob 
will  show.  This  year  out  in  our  coimtry  it  is  estimated  that  15  per 
cent  of  the  sugar  manufactured  in  our  territory  is  held  for  local 
consumption.  They  have  always  sold  that  sugar  in  that  territory 
at  the  basic  price  of  Missouri  River  plus  the  freight  to  the  river  and 
back.    That  nas  gone  into  the  pockets  of  the  sugar  company. 

Senator  Kenyon.  Do  you  think  they  could  be  as  patriotic  if  they 
secured  less  dividends? 

Mr.  Patterson.  They  ought  to. 

Senator  Kenyon.  If  the  farmers  are  asked  to  take  less,  why  should 
not  the  refiners  take  a  little  less? 

Mr,  Patterson.  Precisely.  We  say  to  the  refiners:  "Here,  divide 
your  profit.  The  farmer  that  raises  the  beets  is  just  as  necessary  to 
this  business  as  the  manufacturer  who  turns  the  raw  product  mto 
sugar,  and  we  only  ask  a  square  division,  be  it  much  or  little."  If  it 
is  necessary  to  raise  sugar  at  a  loss  now,  let  the  manufacturer  be  as 
patriotic  as  the  farmer,  and  take  his  share  of  the  loss.  He  has  made 
millions  out  of  the  industry.  We  Imow  it.  I  have  seen  it  developed 
there  from  the  very  beginning. 

Senator  Kenyon.  The  farmers  are  willing  to  raise  these  beets  and 
turn  them  over  to  the  Government  even  if  they  have  to  do  it  at  a  loss? 

Mr.  Patterson.  Sure  thing. 

Senator  Kenyon.  There  is  no  sulking  among  the  farmers  on  any 
question  of  patriotism? 

Mr.  Patterson.  Positively  not. 

Senator  Jones.  Mr.  Patterson,  what  do  you  say  the  price  of  sugar 
will  be  in  that  vicinity  based  on  this  7.26  whicn  was  agreed  upon 
here  some  two  or  three  months  ago — 7.25  at  coast  points? 

Mr.  Patterson.  What  will  the  price  be  there? 

Senator  Jones.  Yes;  in  your  section  of  the  country? 

Mr.  Patterson.  It  will  be  the  price  plus  the  freight  to  the  coast 
point  and  back  again.    That  is  what  it  will  be.    That  is  what  it  is. 

Senator  Jones.  Do  you  know  how  much  that  is? 

Mr.  Patterson.  It  is  about — ^let  me  see;  I  am  not  sure  as  to  this. 
I  will  give  it  as  my  best  recollection ;  9J,  if  I  remember  correctly. 

Senator  Jones.  That  will  be  the  factory  price  to  Utah  and  Idaho 
dealers? 

Mr.  Patterson.  No;  that  is  the  retail  price.  I  do  not  know  jnst 
what  their  rakeoff  is — that  is,  what  the  dealers  get  out  of  it,  the  job- 
ber. Of  course  it  goes  through  the  broker  to  the  jobber  and  then  to 
the  retailer.  That  is  15  per  cent.  Last  year  this  company  shipped 
its  sugar  into  32  States.  This  year  there  will  be  no  shipping  into 
82  States.    Its  sugar,  no  doubt,  will  be  held  for  local  consumption. 
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That  is^  it  will  not  be  shipped  off  into  foreign  territory  as  largely  as 
it  was  last  year,  and  our  experience  has  been  with  this  company  that 
it  will  take  advantage  of  these  freight  zones,  and  the  freight  rates 
will  all  operate  in  favor  of  the  company.  My  guess  is  that  this  year 
the  Utah-Idaho  Sugar  Co,  will  realize  more  than  $7.52  per  bag.  That 
is  my  guess.  Of  course,  I  have  good  reasons  to  make  it.  I  believe  it 
is  a  good  guess.  I  think  when  it  is  figured  out  and  found  out  it  will 
be  the  truth. 

Senator  Jones.  On  the  basis  of  $7.52  per  bag,  have  you  figured  out 
how  much  that  will  give  to  the  factory  company  for  each  ton  of 
beets,  on  the  basis  of  15  per  cent  sugar? 

Mr.  Patterson.  I  have  not.  I  have  got  the  figures  for  last  year. 
I  know  what  it  did  give  last  year. 

Senator  Jones.  How  much  was  it  last  year? 

Mr.  Patterson.  On  a  ton? 

Senator  Jones.  Yes. 

Mr.  Patterson.  $9.24,  net. 

Senator  Jones.  Oh,  net? 

Mr.  Patterson.  Net. 

Senator  Jones.  But  the  gross — how  much  do  you  allow  for  factory 
cost? 

Mr.  Patterson.  I  have  those  figures.  You  will  find  some  of  those 
figures  in  that  little  folder  that  has  been  introduced,  and  I  have  other 
figures.  I  could  give  them  to  you  very  largely.  Unfortunately,  I 
came  away  and  left  my  notes  containing  this  very  data.  I  did  not 
think  about  it.  I  came  away  hurriedly,  and  did  not  think  about  it 
until  I  had  gotten  well  on  the  way. 

Wliat  that  cost  will  be  this  year  I  do  not  know.  What  I  was 
going  to  say,  though,  is  that  last  year  their  extraction  was  270  odd 

founds.  I  do  not  remember.  That  extraction  is  given  there,  though, 
last  year  was  an  unfavorable  year,  but  their  average  extraction  is 
given  for  all  the  factories  as  275.6  pounds  of  sugar  for  each  ton  of 
Beets  handled.  That  was  their  extraction.  You  can  add  $7.53  per 
hundred,  and  it  is  slmplv  a  matter  of  calculation  to  know  exactly 
what  the  gross  return  was  on  a  ton  of  beets. 

Senator  Jones.  Do  you  happen  to  recollect  the  amount  which  you 
allowed  for  factory-ccst  expenses,  etc.? 

Mr.  Patterson.  I  have  some  of  these  items  here.  The  total 
amount  paid  out  on  the  beet  account  of  the  Utah-Idaho  Co.  last 
year,  including  freights,  including  all  handling — ^that  is  included  in 
the  term  "beet  account" — was  ^,G99.165.88.  The  exact  total  cost 
of  the  production  of  last  season's  sugar  crop  to  the  Utah-Idaho  Co., 
f  onsistmg  of  1,716,774  bags  of  sugar — the  exact  total  cost  of  the  pro- 
duction of  that  crop,  including  the  cost  of  beets,  of  course,  and  every 
item  that  has  been  mentioned,  all  taxes  and  insurance,  and  expenses 
of  every  nature,  was  $6,435,084.03. 

Senator  Jones.  Leaving  a  net  profit  of  how  much? 

Mr.  Patterson.  Just  figuring  it  in  round  numbers  and  approxi- 
mately, $6,000,000. 

Senator  Jones.  $6,000,000  on  how  much  of  a  capitalization?  I 
mean  actual  capital  invested? 

Mr.  Patterson.  You  do  not  mean  capitalization;  you  mean  in- 
vestment— on  how  much  investment? 
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Senator  Joxn.  Yes. 

Mr.  Patterson.  Well,  that  would  be  a  matter  of  guess.  Their 
«ipitalization  is  $30,000,000.  They  raised  it  from  $10,000,000  to 
$30,000,000.  We  know  why.  We  think  we  do.  But  their  capitali- 
zation was  $10,000,000  until  recently.  They  have  recently  increased 
it  to  $30,000,000.  They  operate  12  factories.  The  testimony  adduced 
at  prior  hearings  in  wnicn  these  matters  have  been  gone  into  showed 
that  prior  to  the  war  a  factory  could  be  built  at  a  cost  of  approxi- 
mately $1,000  per  daily-ton  cutting  capacity.  That  is,  for  instance* 
a  500-ton  plant  would  cost  half  a  million  dollars.  Basing  that  od 
their  tonnage,  I  figure  that  they  made  practically  100  per  cent  on 
their  investment  last  year. 

Senator  Jones.  That  is,  counting  $1,000  investment  per  ton  ca- 
pacity? 

Mr.  Patterson.  That  is  it ;  and  I  want  to  say,  gentlemen,  that  that 
is  what  the  sugar  company's  books  will  show,  and  I  know  what  1 
talk  about. 

Senator  Jones.  How  did  you  arrive  at  those  figures?  Where  did 
you  get  the  data? 

Mr.  Patterson.  I  would  be  very  pleased  to  tell  the  Senator  pri- 
vately. 

Senator  Jones.  All  right. 

Senator  Vardaman.  Are  you  through,  Mr.  Patterson  ? 

(Mr.  Patterson  subniitted  the  following  communications  for  the 
record,  which,  by  direction  of  the  committee,  are  printed  in  the  record 
in  full  at  this  point:) 

BxHiBrr  No.  131. 
[Copy  of  Western  Union  telegram.} 

Salt  Lake  City,  December  IS,  1911. 
Hon.  H.  C.  Hoo\is, 

United  States  Food  Administrator,  Washington,  D.  C: 

Differences  between  sugar  manufacturers  and  beet  growers  in  Utah  and 
Idaho  will  greatly  curtail,  if  not  entirely  destroy,  sugar  production  here  Id 
1018.  You  bave  been  wrongly  advised  as  to  conditions.  Facts  presenter]  to 
ntab  Food  Administrator  Armstrong.    Particulars  by  mall. 

Intermountain  Association  of  Sugab  Bket  Obowbiw. 
N.  P.  Petebskn, 
Jos.  Smith, 

A,  F.  RUNDQnST, 

Executive  Committee. 


ExHiBrr  No.  132. 

Box  186,  Salt  Lake  City,  Utah,  December  JS,  1911, 

Hon.  Herbert  C.  Hoover, 

United  States  Food  Administrator,  Washington,  D,  C, 

Dear  Sir:  By  order  of  the  executive  committee,  I  inclose  herewith  a  copy 
of  letter  which  has  been  sent  the  Hon.  W.  W.  Armstrong,  Food  Administrator 
for  Utah. 

This  letter  is  self-explanatory,  and  we  trust  that  it  will  aid  th^  Govemnjent 
in  arriving  ot  a  correct  solution  of  the  dffnculties  now  confronting  it  In  It? 
effort  to  mobilize  the  resources  needed  to  prosecute  the  war. 

The  troubles  we  are  now  experiencing,  both  at  home  and  abroad,  are  the 
outgrowth  of  selfishness  nnd  gree<1.  While  fighting  these  forces  abroad  vp 
can  not  tamely  submit  to  them  at 
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Tto  beat  growers  represented  by  the  Intermoun^ln  Association  of  Sugar 
Beet  Growers  are  as  patriotic  as  any  body  of  men  in  tiie  Nation.  Their  sub- 
Htance  is  at  the  command  of  their  country.  But  they  know  their  country 
stands  for  Justice  as  between  its  citizens,  hence  their  appeal  to  you  as  the 
representative  of  the  Executive  of  the  Nation. 

For  the  sake  of  those  principles  of  Justice,  honor,  and  democracy  and  civic 
rti^teonsness  which  our  Nation  stands  for  and  to  the  end'tliat  the  principles 
of  justice  for  which  we  are  fighting  may  prevail  at  home  as  well  as  in  foreign 
lands  we  appeal  to  you  to  heed  this  call  and  act  favorably  on  the  suggefstions 
offered. 

Most  respectfully, 

Intkbmountain  Association  of  Suqar  Beet  Growebh. 
ByC.  G.  Pattebson,  Secretary, 


Vixnimr  No.   133. 

Box  136.  Sai/t  I^akk  City,  Utah, 

December  12.  1911 
Hon.  W.  W.  Akmstrong, 

United  States  Food  Administrator  for  Utah. 

Salt  Lake  City,  Utah. 

Deab  Sib  :  As  growers  of  sugar  beets  and  us  loyal  citizens,  desiring  to  sustain 
our  Government  in  every  way  possible  In  this  hour  of  trial,  we  deem  it  a  duty 
and  esteem  it  a  prlvllej^e  to  present  to  you  the  real  facts  and  conditions  affect- 
ing sugar-beet  production  In  Utah  and  Idaho. 

Through  our  organization — the  Intermountaln  Association  of  Sugar  Beet 
Growers — ^we  believe  we  are  in  closer  touch  with  a  larger  number  of  beet 
growers  who  are  scattere<1  over  a  greater  extent  of  territory  than  any  other  body 
of  men  in  the  State.  This  intimate  acquaintance  with  existing  conditions  and 
with  the  sentiment  of  the  growers  qualifies  us  to  speak  with  n  degree  of  au- 
thority that  will  be  foun<l  wanting  In  others. 

Briefly,  here  are  the  facta : 

I.  The  agreement  purported  to  have  been  reachetl  between  the  sugar  com- 
(lanles  and  the  beet  growei*s  at  the  so-calleci  farm  bureau  meeting  at  the  Hotel 
rtah  on  November  4  and  5  is  not  and  never  has  been  considered  as  binding  by 
the  beet  growers.  The  farmers  of  the  State  are  practically  unanimous  in  con- 
demning the  undemocratic  methods  pursued  In  calling  and  conducting  that 
meeting.  They  resent  even  the  inference  that  the  14  men  at  that  meeting  were 
authorized  to  speak  for  them  or  to  pledge  them  In  any  particular.  Therefore 
when  you  wired  Food  Adimlnlstrator  Hoover  that  the  farmers  had  pledged 
themselves  to  grow  sugar  beets  In  1918  on  the  terms  dictated  to  them  by  the 
sugar  companies  your  impressions  were  false  and  your  action  can  only  lead  to 
a  misunderstanding  on  the  part  of  the  Government  and  will  only  result  in  harm. 

II.  The  reputation  of  the  action  takc'n  at  this  Hotel  I -tab  meeting  Is  not 
due  to  hostility  on  the  part  of  the  beet  growers  toward  the  farm  bureau.  The 
existing  dissatisfaction  can  be  credltefl  to  the  fact  that  they  are  not  only  fall- 
ing to  make  beet  growing  profitable  but  most  of  them  have  and  are  suffering 
actual  io&s  in  this  branch  of  agriculture. 

Beet  growers  have  been  taking  stock  both  of  the  growing  and  manufacturing 
end  of  the  business.  They  refuse  to  be  further  exploited  as  they  have  been  in 
the  past.  They  fall  to  understand  why  they  should  be  called  upon  to  make 
sacrifices  In  producing  a  crop  which  the  company  takes  and  coins  Into  unrea- 
enable  profits. 

These  farmers  do  not  believe  that  the  Government  requires  them  to  produce 
a  raw  product  at  a  loss  any  more  than  it  requires  a  manufacturer  to  turn  out  a 
finished  commodity  at  a  loss.  They  are  strongly  of  the  opinion  that  the  Gov- 
ernment viill  measure  the  patriotism  of  all  its  citizens  by  the  same  gauge.  They 
refuse  to  allow  the  companies  to  stampede  them  into  growing  sugar  beets  by 
the  abuse  of  appeals  to  patriotism. 

III.  The  beet  growers  of  Utah  and  Idalio  are  prepared  and  willing  to  make 
all  sacrifices  necessary  to  uphold  the  hands  of  the  Government.  If  they  can 
best  serve  their  country  by  planting  sugar  beets,  then  beets  will  be  planted. 
But  they  draw  a  sharp  distinction  between  their  Government  and  the  corpora- 
tion that  would   unduly   fatten   on   the  products  which   they  produce  from 
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patriotic  motives.  Wheii  they  moke  sacrifices  they  demand  that  the  Govern- 
ment and  not  a  rapacious  corporation  profit  tlierefrom. 
•  As  a  representative  of  ihe  United  States  Fo<xl  Administrator  in  this  State  we 
think  you  ought  to  be  correctly  Informed.  If  you  do  not  understand  conditions 
as  above  set  out,  your  sources  of  information  are  faulty,  and  you  should  tal^e 
steps  to  uncover  the  true  situation. 

In  these  times  men  establish  the  measure  of  their  patriotism  liy  the  sacrifice 
they  are  willing  to  make.  So  far  no  intimation  of  sacrifice  lias  emanated  from 
the  sugar  companies.  It  is  a  notorious  fact  that  those  in  control  of  these  con- 
cerns have  unceasingly  labored  with  the  Food  Administrator  to  secure  the 
largest  measure  of  profit  from  the  business.  As  the  greatest  it^n  of  expense 
In  the  production  of  beet  sugar  is  the  cost  of  beets,  it  takes  only  a  cursory  ex- 
amination of  the  question  to  enable  one  to  understand  tliat  the  sugar  manu- 
focturers  will  viciously  fight  any  proposed  increase  In  price  of  beets. 

There  is  nothing  to  conceal  in  the  attitude  the  fanners  have  assumed.  They 
court  the  fullest  investigation.  They  stand  only  for  right  and  Justice.  To  this 
end  do  they  appeal  to  you  to  use  your  influence  In  bringing  about  such  an  invest!- 
gatlon  as  will  search  out  the  secrets  of  this  most  essential  and  necessary 
business. 

The  beet  growers  in  this  territory  are  willing  to  cooperate  with  the  suj^ir 
manufacturers.  They  recognize  the  justice  of  reasonable  profits.  They  main- 
tain that  they  bear  the  risks  and  perform  the  major  portion  of  the  labor  re- 
quired to  place  a  crop  of  sugar  on  the  market.  If  the  manufacturers  refuse  to 
cooperate  with  them,  they  invite  the  Government  to  take  over  the  factories  and 
operate  them  for  the  public  welfare.  If  such  action  is  taken,  beets  and  labor  to 
the  utmost  limit  of  the  farmers'  resources  will  be  at  the  disposal  of  the  Govern- 
ment in  the  proiluction  of  sugar. 

To  the  end  that  the  foregoing  may  be  accomplished,  we  ask  that  you  induce 
the  Government  to  appoint  a  commission  clothed  with  the  necessary  powers  to 
effectually  search  into  the  merits  of  the  question  and  determine  where  justice 
lies  as  between  the  beet  grower  and  the  sugar  manufacturer. 
Most  respectfully, 

Intkrmountain  Association  of  Suoab  Bket  Obowbis. 
N.  P.  Petebson, 
Jos.  Smith, 

A.   F.  RUNDQirrST, 

Executive  Committee. 


Exhibit  No.  134. 

United  States  Food  Administbation, 
Federal  Food  Adminibtratob  fob  Utah, 
Salt  Lake  City,  Utah,  December  H,  19n 

Intebmountain  Ah8(k;iation  of  Sttoar-Beet  Growers. 

P.  0.  Box  1S6  Salt  Lake  City,  Utah. 

Gentlemen  :  Acknowledging  receipt  of  your  communication  of  December  12. 
beg  to  advise.  In  the  judjrment  of  the  Federal  food  administrator  for  Utah  it  I? 
worthy  of  serious  consideration. 

I  am  pleased  to  advise  you  that  the  United  States  Food  Administration  in 
Washington  will  be  advised  of  the  receipt  of  your  communication  by  telegraph, 
and  that  a  copy  of  it  will  be  forwarded  by  mall  to  them.  I  am  hopeful  that 
some  solution  can  be  found  of  the  problem  that  will  have  for  its  results  an 
increased  acreage  of  beets  and  a  con.^equent  increased  output  of  sugar  from 
this  Intermountaln  country. 

For  the  information  of  the  United  States  Fowl  Administration  In  Washing- 
ton, and  to  accompany  my  recommendations,  would  appreciate  your  advising 
me  of  the  number  of  members  of  your  association,  the  number  of  farms  oper- 
ated by  your  members,  and  the  number  of  acres  of  beets  on  said  farms  in  191 »- 

Permit  me  to  call  to  your  attention  that  there  are  four  elements  to  be  oon 
sidered : 

First.  The  common  welfare  of  our  Nation  and  its  allies. 

Second.  The  local  consumer  of  sugar. 

Thinl.  The  grower  of  beets. 

Fourth.  The  manufacturer  of  beet  sugar. 
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AH  are  entitled  as  of  right  to  their  day  lu  court  and  to  a  hearing  on  a 
Kubject  of  public  interest  At  this  time  all  are  working  to  a  common  end, 
lo  wit,  the  survival  of  our  Government  and  free  institutions  throughout  the 
land.  I  believe  that  all  should  approach  this  and  any  other  subject  of  com- 
mon Interest  unselfishly,  and  holding  in  view  solely  the  above  objects. 

With  assurances  of  my  clesire  to  be  of  service  to  the  membership  of  your 
organization. 

Very  truly,  yours,  W.  W.  Abmsfbono, 

B'ederal  Food  Administrator  for  Utah. 


KxHiBiT  No.  135. 

Box  136,  Salt  Lake  City,  Utah, 

December  17,  1917, 
Hon.  W.  W.  Armstbono, 

Federal  Food  Administrator  for  Utah,  Salt  Lake  City, 

Disab  Sir  :  We  have  your  favor  of  the  14th  instant  Aa  loyal  citizens  we  com- 
mend the  attitude  you  have  assumed  concerning  this  most  important  matter. 

It  has  been  a  most  difficult  task  to  carry  conviction  in  some  quarters  that  the 
grower  of  sugar  beets  was  entitled  to  "  his  day  in  court"  You  have  seen  the 
point  on  first  appeal.  Give  us  our  day  in  court  and  see  to  it  that  the  court 
Is  clothed  with  sufficient  authority  to  probe  to  the  bottom  and  everything  wiU 
be  cleared  up  in  a  manner  that  will  promote  the  common  welfare  of  our  Nation 
and  its  allies;  that  will  protect  the  local  consumer  of  sugar;  that  will  relieve 
the  beet  grower  from  exploitation  by  the  sugar  company  and  will  justify  the 
said  sugar  companies  in  earning  reasonable  profits. 

After  thinking  over  this  matter  we  are  sure  that  you  have  come  to  the  con- 
clnsion  that  the  size  of  our  association  is  immaterial  to  the  questions  in  issue. 
Whether  or  not  we  have  correctly  informed  you  concerning  the  situation  is  the 
vital  point  Truth  stated  by  a  single  individual  does  not  become  changed  when 
uttered  by  a  nation. 

Of  course  the  Food  Administrator  in  Washington  and  the  food  administrator 
in  Utah  can  have  all  the  facts  concerning  the  Intermountain  Association  of 
Sugar  Beet  Growers  if  they  need  them,  but  right  now  it  is  our  opinion  that 
neither  party  cares  to  what  organizations  the  farmers  belong.  The  thing  that 
concerns  them  and  all  other  loyal  citizens  is  whether  or  not  these  farmers  are 
being  so  exploited  that  they  are  forced  to  rebel  against  a  corporation  that  as 
yet  has  failed  to  make  sacrifices  for  the  public  welfare. 

If  there  is  the  slightest  doubt  in  your  mind  as  to  the  correctness  of  the  con- 
clusions we  have  drawn  in  our  former  communication,  we  suggest  that  you  can 
set  your  mind  at  rest  by  going  into  any  county  where  beets  are  grown  either 
in  Utah  or  Idaho  and  call  a  mass  meeting  of  the  growers,  read  our  letter  to 
them,  and  ask  them  face  to  face  how  they  feel.  Such  a  course  will  set  your 
mind  at  rest  and  enable  you  to  say  to  the  Food  Administration  at  Washington 
that  at  least  00  per  cent  of  the  beet  growers  In  the  two  States  are  looking 
••  for  their  day  in  court  '*  and  have  resolved  to  have  It  or  quit  the  business  of 
growing  sugar  beets. 

In  conclusion  we  wish  to  assure  you  that  you  will  have  the  support  of  this 
organization  to  the  fullest  measure  in  bringing  about  such  an  adjustment  of 
conditions  In  the  sugar  business  here  as  will  establish  confidence  between  the 
sugar  manufacturer,  the  beet  grower,  and  the  sugar  consumer.  A  liberal  dose 
of  justice  injected  into  the  situation  is  all  that  is  needed,  and  so  far  we  have 
heard  only  one  of  the  parties  demur  to  treatment 

Give  us  our  day  In  court. 
Most  respectfully, 

INIXBMOUNTAIN    ASSOCIATION    OF    SUOAB    BEBT   GBOWEBS, 

N.  p.  Petersen, 

Joseph  Smith,  ' 

A.  F,  RuNQt:iST, 

Executive  Committee, 

Senator  Vardahan.  Does  the  committee  want  to  hear  anybody  else 
from  Colorado? 
Soiator  KsNTON.  It  is  all  cumulative,  is  it  not? 
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Mr.  WooLWiKE.  I  think  so.  There  is  an  attorney,  Mr.  Daksn,  who 
has  about  a  three-minute  statement  he  wants  to  make. 

Senator  Vardahan.  We  will  hear  the  representatives  from  Ne- 
braska for  a  few  moments. 

Senator  Kenton.  There  is  an  attorney  here  who  says  he  will  onjy 
take  three  minutes. 

Senator  Vardahan.  He  is  a  curiosity. 

Senator  Kj^j^ton.  We  ought  to  hear  from  him. 

TESTIMOHT  OF  OEOBOE  HASK8. 

(The  witness  was  sworn  by  Senator  Vardaman.  acting  as  chair- 
man.) 

Senator  Vardaman.  Where  do  you  live? 

Mr.  Harms.  At  Bayard,  Nebr. 

Senator  Vardaman.  What  is  your  business? 

Mr.  Harms.  I  am  a  beet  grower  and  farmer. 

Senator  Vardaman.  Just  make  the  statement  that  you  desire  to 
make  to  the  committee  in  as  few  words  as  you  can. 

Mr.  Har»^8.  We  have  a  farmers'  organization  which  is  called  the 
Farmers'  Union,  of  which  I  am  the  president.  It  has  a  little  over  1,M0 
members.  This  organization  appomted  a  committee  on  sugar  beets. 
This  organization  had  their  convention  December  11,  and  a  special 
beet  growers'  meeting  was  called  for  that  particular  day,  although 
several  meetings  had  been  called  before  in  various  different  places 
for  the  purpose  of  discussing  the  sugar  beet  proposition. 

We  have  a  different  contract.  Although  the  factory — ^the  com- 
panv — is  the  same  as  in  Colorado,  the  Great  Western  Sugar  Co., 
we  have  a  different  contract  altogether.  We  have  a  flat  price  for 
sugar  beets,  and  the  price  for  the  beets  looks  very  deceiving.  We  are 
not  receiving  the  price  which  is  stated  in  the  contract,  and  it  is  done 
in  this  way : 

For  instance,  under  the  1917  contract  we  received  $7  for  a  ton  uf 
beets,  flat  price;  but  there  is  a  provision  in  the  contract  that  we  must 
silo  25  per  cent  of  these  beets  and  deliver  them  afterwards  at  the 
rate  of  a  given  number  of  tons  per  day,  say  three,  four,  five  tons  per 
day,  as  they  choose  us  to  deliver  them,  which  is  extended  over  a  period 
of  about  from  30  to  60  days  to  be  delivered.  For  this  siloing  ttiey  paj 
us  $1  extra  per  ton,  which  about  pays  for  the  labor  of  putting  these 
beets  into  the  silo.  But  these  beets  piled  up  in  the  fields  will  shrink 
from  15  to  30  and  40  per  cent  in  weight.  As  we  are  paid  a  flat  price 
just  according  to  the  weight  of  a  ton,  and  the  sugar  contents  remain 
practically  the  same,  we  are  losing  the  shrink  on  these  beets  of  l^ 
to  40  per  cent,  and  the  sugar  contents  are  practically  the  same;  sa 
in  other  words,  they  obtain  those  beets  from  15  to  30  or  40  per  cent 
less  than  they  do  if  we  would  not  have  to  silo  these  beets. 

If  we  do  not  silo  these  beets  we  are  getting  50  cents  per  ton  less  for 
our  entire  crop — not  alone  for  the  25  per  cent  silo  beets,  but  for  our 
entire  crop.  If  we  raise  400  tons  we  would  get  $200  less  if  we  do  not 
silo  this  25  per  cent.  In  other  words,  it  is  a  fine  for  not  siloing  tliis 
25  per  cent. 

I  can  state  that  I  was  instructed  at  this  convention  to  state  to  the 
Food  Administration  or  any  place  where  it  was  necessary  that  the 
growers  were  willing  to  grow  beets,  just  so  they  would  receive  enough 
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to  break  even,  or  even  at  a  loss  if  the  Government  took  control,  or  if 
in  any  way  at  all  they  could  raise  them  for  the  Government ;  but  they 
absolutely  will  not  raise  beets  under  the  present  contract.  It  is  not 
as  much,  or  perhaps  just  as  much  the  price,  but  absolutely  we  will  not 
raise  beets  under  the  present  contract  as  to  siloing  beets. 

Senator  Vaiidaman.  Have  you  had  an^  understanding  or  attempted 
to  effect  an  agreement  with  the  manufacturers  so  as  to  get  them  to 
raise  the  price  of  beets  sufficiently  to  induce  you  to  grow  oeets? 

Mr.  Harms.  I  have  been  to  Denver  five  different  times  in  the  last 
three  years  tryinjg  to  ^et  an  understanding  with  the  company  as  to 
these  different  discriminations,  we  call  them,  against  the  Nebraska 
growers;  but  we  always  received  the  same  answer,  and  that  was: 
""  If  you  people  can't  raise  beets  at  a  profit  you  must  raise  something 
else.  We  must  know  what  we  can  pay,  and  you  must  know  if  you 
can  raise  these  beets  or  not."  That  was  the  answer  we  were  always 
given. 

Senator  Vardaman.  What  do  they  offer  you  for  next  year,  Mr. 
Harms  ? 

Mr.  Harks.  They  offer  us  for  next  year  $9  per  ton,  flat. 

Senator  Vardaman.  Do  they  state  the  percentage  of  saccharine 
matter  they  require  ? 

Mr.  Harms.  They  do  not,  but  they  get  their  difference  in  the  shrink 
of  those  beets,  which  is  approximately  a  dollar  and  a  half  a  ton ; 
and  instead  of  paying  this  dollar  additional  for  siloing,  which  would 
make  $10.  instead  of  getting  $10  we  will  actually  only  receive  $j3.60 
per  ton,  for  I  figure  there  is  15  per  cent  shrink.  Of  course  if  it  is 
^5  per  cent  shrink  it  is  that  much  more. 

Senator  Vardaman.  Can  you  raise  beets  at  that  price? 

Mr.  Harms.  We  can  not  and  come  out  and  pay  expenses. 

Senator  Vardaman.  Will  you  raise  beets,  plant  a  crop  of  beets  this 
year  for  next  year  at  that  price? 

Mr.  Harms.  Our  beets  are  largely  raised  by  German  Russians,  who 
raise  an  acreage  of  approximately  60  acres  on  an  average,  and  all 
these  more  especially  were  present  at  this  convention  and  stated 
that  they  will  raise  only  what  beets  they  could  work  or  their  own 
families,  which  will  be  iO  to  12  and  perhaps  in  some  cases  20  acres; 
and  that  will  decrease  the  acreage  from  50  to  65  per  cent. 

Senator  Vardaman.  What  is  Sie  total  acreage  planted  by  your  as- 
sociation? 

Mr.  Harms.  About  5,000  acres.  There  is  three  factories  represented 
there. 

A  Gentleman.  You  mean  50,000  acres? 

Mr.  Harms.  There  is  about  500,000  to  600,000  tons  of  beets,  what- 
ever that  will  figure  out,  an  average  of  12  tons  to  the  acre.  I  have 
not  figured  out  just  what  it  comes  to. 

Senator  Vardaman.  Do  you  mean  5,000  acres? 

Mr.  Harms.  We  are  producing  five  or  six  hundred  thousand  tons 
of  beets  for  these  three  factories. 

Senator  Lodge.  That  is  50,000  acres. 

Mr.  Harms.  I  have  not  tried  to  figure  it  out. 

Senator  Jones.  What  is  the  average  percentage  of  sugar  in  your 
beets? 

Mr.  Harms.  It  nms  between  15  and  16  per  cent  The  last  report 
I  have  seen  was  15.80  or  15.90. 

88464—18 85 
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TESTIHOnT  OF  MB.  ALBEBT  BAEAN. 

(The  witness  was  sworn  by  Senator  Vardaman,  acting  as  chair- 
man.) 

Senator  Vardaman.  Please  state  your  place  of   residence  and 
business. 

Mr.  Dakan.  Longmont,  Colo. 

Senator  Vardaman.  Just  make  your  statement,  now,  in  your  own 
way,  Mr.  Dakan. 

^  Mr.  Dakan.  I  have  been  a  market  investigator  for  farm  organiza- 
tions in  Colorado,  Wyoming,  part  of  Montana,  and  part  of  Ne- 
braska for  seven  or  eight  years  and  have  become  familiar,  through 
those  investigations,  with  the  sugar-beet  industry  in  those  four 
States. 

The  American  Sugar  Refining  Co.  under  Mr.  H.  O.  Havemeyer, 
and  after  his  death,  Washington  B.  Thomas,  both  presidents  of  the 
American  Sugar  Refining  Co.,  secured  control  of  all  the  sugar  fac- 
tories in  this  region  by  1905 ;  and  the  same  men  who  managed  the 
Great  Western  Sugar  Co.  under  Mr.  Havemeyer  and  Mr.  Thomas 
are  still  in  control  of  the  factories  in  the  communities  where  the 
Great  Western  Sugai*  Co.  operates — some  14  factories  in  Colorado, 
Wyoming,  Nebraska,  and  Montana.  The  same  men,  trained  to  con- 
trol the  communities  by  Mr.  Havemeyer  and  Mr.  Thomas,  still  con- 
trol the  suffar  industry  under  the  Great  Western  Sugar  Co.'s  man- 
agement. Mr.  C.  S.  Morey  was  the  president  and  general  manager 
of  the  Great  Western  Sugar  Co.  for  many  years,  and,  I  think,  just 
last  year  retired  from  the  presidency  of  the  company,  but  he  still 
is  the  genius  and  the  brains  that  manages  thQ  Great  Western  Sugar 
Co.,  and  he  was 'Mr.  Havemeyer's  confidant  and  Mr.  Thomas's  con- 
fidant in  Colorado. 

Senator  Jones.  I  have  heard  the  statement  made  that  after  that 
control  was  obtained  in  about  1905  for  several  years  after  that  there 
were  no  new  beet-su^r  factories  erected  in  Colorado  and  the  Rocky 
Mountain  countrv.    What  do  you  know  about  that  statement! 

Mr.  Dakan.  Tflhese  men — ^Mr.  Morey,  Mr.  Betcher,  Mr.  Campion, 
and  Mr.  Thatcher— exercised  their  control  to  prevent  the  building 
of  sugar  factories  in  those  territories. 

Senator  Jones.  Doyou  know  for  what  reason?- 

Mr.  Dakan.  Mr.  Havemeyer,  in  his  confidential  letters,  which  I 
have  read,  said  they  were  not  building  up  sugar  factories,  developing 
the  industry.  They  curtailed  the  output  through  the  prevention  of 
the  building  of  sugar  factories. 

Senator  Jones.  So  as  to  prevent  the  beet  sugar  from  coming  in 
competition  with  the  cane  sugar? 

Mr.  Dakan.  Yes,  sir.  That  same  group  of  men  control  not  only 
in  Colorado,  Wyoming,  Montana,  and  Nebraska  but  in  Utah  and 
Idaho  as  well.  "The  same  group  of  men,  trained  by  the  American 
Sugar  Refining  Co.,  remain  in  control  in  those  six  States;  and  the 
training  that  they  got  imder  Mr.  Havemeyer  and  Mr.  Washington  B. 
Thomas  seems  suflfcient  to  satisfy  Mr.  Babst,  who  testified  here  the 
other  day. 

Senator  Jones.  You  say,  "  Sufficient  to  satisfy  Mr.  Babst."  What 
connection  has  Mr.  Babst  with  that? 
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Mr.  Dakan.  He  is  the  president  of  the  American  Sugar  Refining 
Co.,  and  the  stockholders  of  this  companymake  annual  tours  of  this 
beet  region.  For  instance,  Mr.  Horace  Havemeyer  visits  the  terri- 
tory nearly  every  fall,  and  Mr.  Horace  Havemeyer  is  said  to  have 
about  35  per  cent  of  tne  stock  of  the  American  Sugar  Sefining  Co. 
under  his  control. 

(The  witness  subsequently  stated  that  he  meant  the  Great  Western 
Sugar  Co.  in  the  statement  last  made.) 

Senator  Jones.  The  statement  was  made  here  by  Mr.  Babst  that 
the  American  Sugar  Refining  Co.  did  not  own  a  controlling  interest 
in  any  one  of  those  factories  at  the  present  time,  and  that  statement 
appears  to  be  in  Poor's  Manual  here. 

Mr.  Dakan.  Yes,  sir.  I  think  I  can  explain  that.  Mr.  Charles  B. 
Warren,  of  Detroit,  Mich.,  testified  in  the  lobby  probe  here  that  the 
lawyers  for  the  American  Sugar  Refining  Co.  thought  it  wise  to  re- 
duce their  holdings  in  the  beet  companies  to  one-third  of  the  stock 
in  the  beet  companies.  They  thought  that  the  holding  by  the  Amer- 
ican Sugar  Renning  Co.  of  one-third  of  the  stock  in  the  beet  com- 
panies would  not  be  in  violation  of  the  Sherman  Antitrust  Act. 

Senator  Jones.  But  notwithstanding  this  reduction  in  their  hold- 
ing of  stock  in  these  beet  companies,  the  stockholders  of  the  Ameri- 
can Sugar  Refining  Co.  do  make  annual  tours  through  that  country 
for  purposes  of  inspection? 

Mr.  Dakan.  Yes.  I  think  it  was,  also  testified  in  the  lobby  probe 
that  the  control  of  10  or  15  per  cent  of  the  stock  of  a  company  some- 
times served  as  control ;  ana  then  Mr.  Morey  wrote  an  affidavit  that 
the  control  was  not  in  the  company,  and  Mr.  Washington  B. 
Thomas — ^I  have  seen  this  letter — ^wrote  Mr.  Morey  that  it  would  be 
ill  advised  to  publish  that  affidavit,  for  all  that  anyone  need  to  do  to 
see  that  the  American  Sugar  Refining  Co.  controlled  the  Great  West- 
em  Sugar  Co.  was  to  examine  its  board  of  directors. 

Senator  Kenton.  Do  you  really  know  that  Mr.  Horace  Have- 
meyer owns  any  stock  in  the  American  Sugar  Refining  Co.  ? 

Mr.  Dakan.  I  saw  the  testimony. 

Senator  Kenton.  What  testimony  ? 

Mr.  Dakan.  In  the  suit  to  dissolve  the  Sugar  Trust,  now  pending. 

Senator  Kenton.  And  it  was  stated  there,  in  the  evidence,  that  he 
owned  35  per  cent—; — 

Mr.  Dakan.  That'  he  and  his  family  owned  approximately  35  per 
cent  of  the  stock  of  the  Great  Western  Sugar  Co. 

Senator  K!enton.  How  long  ago  was  that? 

Mr.  Dakan.  When  he  was  on  the  stand  a  year  or  two — a  couple  of 
years — ago.    He  was  out  there  this  year — ^this   fall. 

(At  this  point  a  suggestion  was  made  to  the  witness  to  the  effect 
that  he  had  said  "  The  American  Sugar  Refining  Co."  when  he  meant 
"  The  Great  Western  Sugar  Refining  Co.") 

Mr.  Dakan.  It  is  the  Great  Western  Sugar  Co.'s  stock  that  he 

owns. 

Senator  Kenton.  What  does  he  own  in  the  American  Sugar  Re- 
fining Co.? 

Mr.  Dakan.  I  do  not  know  what  interest  he  has. 

Senator  Kenton.  You  did  not  mean  to  say  "  The  American  Sugar 
Refining  Co.",  but  "The  Great  Western"? 
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Mr.  Dakan.  No;  the  Great  Western;  but  he  makes  annual  touis 
of  inspection  of  the  beet  territory. 

Senator  Varoaman.  This  concludes  the  hearings  for  the  afternoon. 
Wo  will  announce  in  a  moment  when  the  subcommittee  will  meet 

(After  a  brief  executive  session:) 

Senator  Vardaman.  The  subcommittee  stands  adjourned  until 
10.30  Wednesday  morning,  when  we  will  take  up  the  coal  question. 

(Thei'eupon,  at  5.15  o'clock  p.  m.,  the  subcommittee  adjourned  until 
Wednesday,  December  26, 1917,  at  10.30  o'clock  a.  m.) 
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WEDNESDAY,   JANT7A&Y   2,    1918. 

United  States  Senate, 
Subcommittee  of  the  Committee  on  Manufactures, 

Washington^  D.  C. 

The  subcommittee  met  at  10.30  o'clock  a.  m.,  Senator  Henry  Cabot 
Lodge,  presiding. 

Present:  Senators  Vardnman,  Jones,  Lodge,  and  Kenyon. 

Senator  Lodge.  The  chairman  of  the  committee,  Senator  Beed,  is 
detained  for  the  moment.  He  has  some  gentlemen  with  him  who 
have  come  to  see  him  from  St  Louis,  and  he  asked  me  to  call  the 
committee  to  order.  I  will  ask  you,  Mr.  Hoover,  if  you  wiU  be  kind 
enough  to  take  the  stand. 

TESTEKOFST  OF  HESBEBT  HOOVEB,  UNITED  STATES  FOOD 

ADMINISTKATOB. 

(The  witness  was  sworn  by  Senator  Lodge.) 

Senator  Lodge.  Mr.  Hoover,  about  when  did  you  get  here  when 
you  returned  from  Europe  in  the  spring? 

Mr.  Hoover.  I  arrived  in  Washington  about  the  8d  of  May,  I 
believe. 

Senator  Lodge.  About  the  8d  of  May  f 

Mr.  Hooveh.  Yes. 

Senator  Lodge.  And  although  the  President's  announcement  that 
you  would  have  charge  of  the  Food  Administration  was  not  until 
|May  19,  you  began  at  once  to  devote  yourself  to  the  question  of  the 
conservation  and  distribution  of  food,  did  you  not? 

Mr.  Hoover.  I  was  asked  to  come  from  Europe  to  advise  the  Coun- 
cil of  National  Defense  on  these  questions  of  food  supply — control. 

Senator  Lodge.  Yes;  and  you  appeared  before  some  of  the  com- 
mittees of  Congress,  I  think. 

Mr.  Hoover.  Yes. 

Senator  Lodge.  And  of  course  I  am  right,  am  I  not,  in  stating 
your  general  object  was  the  conservation  and  distribution  of  food, 
with  a  view  not  only  to  preventing  waste  in  the  United  States,  but 
of  getting  the  largest  possible  surplus  for  export  to  the  allies,  who 
were  in  great  need? 

Mr.  EfoovER.  That  was  the  purpose  for  which  I  was  brought  here^ 

Senator  Lodge.  And  you  stated  that  your  object  also  was  to  stim- 
ulate— ^I  will  not  refer  to  the  exact  statement;  I  have  it  here — to 
stimulate  production,  and  at  the  same  time  to  reduce  the  cost  of 
living? 


Mr.  Hoover,  So  far  as  both  can  be  done  together. 
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Senator  Lodge.  Both  most  desirable  and  admirable  things,  but,  I 
think,  we  will  all  agree  not  easy  to  do. 

Mr.  Hoover.  No,  sir. 

Senator  Lodge.  As  a  preliminary,  I  think  perhaps  it  would  be 
well  if  we  should  have  the  situation — ^I  would  like  to  have  the  situa- 
tion clear  in  my  own  mind — with  which  we  were  confronted,  the 
^neral  situation,  and  I  want  to  ask  you  first  in  regard  to  the  situa- 
tion before  the  war — ^before  the  war  came — with  reference  to  prices. 
What  had  been  the  general  course  of  prices  before  the  war? 

Mr.  Hoover.  You  refer  to  sugar  alone? 

Senator  Lodge.  No  ;  I  am  referring  to  all  prices.  I  will  come  to 
fiugar  afterwards. 

Senator  Vardaman.  Food  prices. 

Senator  Lodge.  Of  food  prices. 

Mr.  Hoover.  You  mean  the  general  fluctuations? 

Senator  Lodge.  Yes;  the  general  movements. 

Mr.  Hoover.  I  should  think  over  a  period  of  five  or  six  years  or 
more  there  had  been  a  ^neral  tendency  to  rise. 

Senator  Lodge.  Was  it  not  longer  tiian  that? 

Mr.  Hoover.  Well,  possibly. 

Senator  Lodge.  As  a  matter  of  fact,  did  not  the  upward  movement 
of  prices  begin  at  the  close  of  the  last  century? 

Mr.  Hoover.  I  have  not  gone  into  it  from  the  historic  point  of 
view.    I  have  no  doubt  you  are  right  about  it. 

Senator  Lodge.  And  there  had  been  a  general  upward  movement 
of  prices,  and  the  level  of  prices  had  been  ascending? 

Mr.  Hoover.  That  is  my  general  impression. 

Senator  Lodge.  During  that  period  there  had  been  efforts  made  in 
this  country  and  possibly  in  other  countries,  as  prices  advanced,  to 
do  something  to  check  the  advance  of  prices;  that  is,  reduce  the  cost 
of  living,  had  there  not?  Something,  I  mean,  such  as  the  regulation 
of  railroad  rates,  the  breaking  up  of  combinations  and  trusts,  and 
the  lowering  of  tariff  rates — all  directed,  at  least  with  hopes— 
toward  that. 

Mr.  Hoover.  I  think  there  was  crowing  sentiment  and  growing 
legislation  toward  the  restriction  of  profits — ^undue  profits.  I  thinK 
there  was  a  tendency,  more  than  that,  toward  a  reduction  in  the  cost 
of  living,  as  it  was  popularly  called. 

Senator  Lodge.  Ana  yet,  despite  that,  the  level  of  prices  continued 
to  rise? 

Mr.  Hoover.  Yes;  and  I  should  think  one  of  the  things  involved 
was  the  steadily  increasing  gold  output  in  the  world. 

Senator  Lodge.  I  was  coming  to  that  in  a  moment.  Of  course, 
there  were  ups  and  downs;  it  was  not  a  state  of  unbroken  upwara 
movement ;  but  the  general  movement  was  upward,  and  also  there  was 
a  period,  in  1907,  when  there  was  a  great  Dusiness  depression  for  a 
time,  and  yet  the  level  of  prices  still  ascended.  Does  not  that  indicate 
that  there  were  certain  fundamental  causes  at  work  which  were  not 
reached  by  the  legislation? 

Mr.  Hoover.  I  should  think  so.  My  impression — and  I  do  not  pro- 
fess to  bo  an  economist — ^was  that  the  steadily  increasing  gold  out- 
put of  the  world  was  effecting  a  rise  in  commodity  pricea 

Senator  Ix)dge.  Yes.  Was  there  not  also  a  t^dency,  when  this 
advance  began,  in  the  period  from  the  close  of  the  last  century,  say, 
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roughly,  down  to  1907,  when  there  came  a  period  of  depression — did 
not  the  advance  of  prices  tend,  as  it  always  does,  to  encourage  people 
to  buy,  the  effect  being  that  the^  were  making  money,  wages  were 
rising  and  commodities  were  rismg? 

Mr.  HooTEB.  The  standard  of  hving  of  the  world,  I  should  say. 
was  improving,  and  consequently  there  was  a  larger  consumption  oi 
commoaitiee. 

Senator  Lodge.  Take  meat  as  an  illustration.  In  1909,  I  think, 
at  the  time  when  we  had  a  tariff  matter  up  under  consideration,  and 
I  think  possibly  before  that,  it  was  brought  to  the  attention  of  Con- 
gress that  there  was  a  great  increase  in  the  consumption  of  meats, 
without  a  oorrespondinff  increase  in  the  production  ot  edible  animals. 
That  demand  may  haveT)een  one  underlying  cause  of  the  improvement 
in  wages  and  the  increase  of  prices,  but  it  was  a  fluctuating  cause. 
The  other  cause  is  the  one  already  referred  to,  which  was  very  gen- 
eral. Was  there  not  an  increase  in  the  gold  of  the  world  during  that 
period? 

Mr.  Hoover.  Yes;  there  has  been  a  steadily  ascending  gold  out- 
put, to  a  certain  point.  I  think  probably  1912  or  1913  saw  its  maxi- 
mum. I  would  not  be  certain  as  to  the  precise  date,  but  from  that 
time  I  think  there  has  been  or  would  be  a  diminution  in  the  gold 
output. 

Senator  Lodge.  The  gold  output  began  to  take  its  marked  steady 
rise  about  1885  when  the  world's  output — ^and  I  am  speaking  of 
world's  gold— in  dollars  was  $105,000,000,  until  in  1896  it  had  reached 
an  annual  output  of  $202,000,000.  In  1915,  which  is  the  last  that 
we  have  in  the  Statistical  Abstract,  it  reached  $470,000,000,  which  is 
the  largest  annual  production  of  gold  of  which  we  have  record.  It  is 
true,  I  think — ^and  if  it  is  not  you  will  correct  me — ^that  the  amount 
of  gold  used  in  the  arts,  and  which  goes  to  India,  and  which  in  that 
way  is  withdrawn  from  circulation,  perhaps,  is  a  pretty  constant  pro- 
portion.  That  has  not  changed  ybtj  much. 

Mr.  Hoover.  I  am  told  that  the  gold  absorption  of  India  has 
greatly  increased. 

Senator  Lodge.  I  think  that  is  quite  possible.  At  all  events,  there 
has  been  an  immense  addition  to  the  gold  supply  over  that  long 
series  of  years;  and  it  is  true,  is  it  not,  that  that  means  something 
more  than  the  mere  addition  of  the  gold.  It  means  a  great  extension 
of  credits  based  on  gold. 

Mr.  Hoover.  And  at  the  same  time  there  was  an  enormous  exten- 
sion in  commerce,  which  involved  the  necessity  of  much  wider  credit 
basis. 

Senator  Lodge.  Precisely.  That  brings  me  to  the  question  of  per 
capita  circulation,  which,  of  course,  has  a  great  bearing  on  the  matter 
ox  prices.  I  take  the  circulation  statement  of  the  Treasury  for 
December  1,  1917,  and  I  find  that  on  January  1,  1879,  the  circula- 
tion per  capita  in  the  United  States  was  $16.^,  and  that  on  Decem- 
ber 1,  1917,  it  was  $18.50.  That  is  in  this  country,  and  it  has  been 
rising  steaaily. 

Senator  Jones.  Have  you  that  for  5  or  10  year  periods? 

Senator  Lodge.  Yes.  I  have  it  here  in  the  report  of  the  Comp- 
troller of  the  Currency  for  1916,  which  gives  the  circulation  per 
capita  from  1800  down  to  1916. 
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Senator  Vardaman.  What  rolume  is  thatt 

Senator  Lodge.  It  is  volume  2  of  the  report  of  the  CSomptroller 
of  the  Currency,  1016,  pages  44  and  45.  At  the  close  of  the  century^ 
when  the  upward  movement  in  prices  began,  say  in  1900,  it  was 
$26.93  per  capita.  That  cause  was  at  work,  was  it  not,  all  the  time, 
advancmg  prices? 

Mr.  Hoover.  There  are,  of  course,  two  or  three  schools  of  econo- 
mists, .some  who  contend  that  is  not  the  cause.  I  would  not  pretend 
to  be  sufficiently  expert  to  say.  My  own  impression  is  that  it  had 
an  effect  on  rismg  prices,  but  coordinate  with  it  was  the  enormous 
expansion  in  commerce,  which  necessitate  a  larger  floating  currency. 

Senator  Lodge.  Is  there  any  school  of  economists  that  does  not 
admit  that  the  amount  of  circulation  per  capita  has  an  effect  on 
prices? 

Mr.  Hoover.  The  increasing  necessity  of  commerce  might  absorb 
a  good  deal  of  the  impact  of  an  increasing  currency. 

Senator  Lodge.  No  doubt.  In  other  words,  the  rising  price  might 
not  be  at  all  in  proportion  to  the  rise  in  the  amount  of  circulating 
medium  per  capita. 

Mr.  Hoover.  Quite  true. 

Senator  Lodge.  But  at  the  same  time  it  is  an  element 

Mr.  Hoover.  I  should  think  that  it  is  a  definite  element. 

Senator  Lodge.  In  pushing  it  forward  and  a  general  element. 

Mr.  Hoover.  If  the  currency  were  so  nicely  adjusted  as  to  only 
correspond  to  an  increase  in  fiie  commerce,  I  doubt  whether  there 
would  be  a  ri^e  in  prices,  but  that  is  a  matter  of  opinion  only. 

Senator  Lodge.  That  being  the  general  situation  before  the  war, 
an  upward  trend  of  prices  apparently  because  of  general  causes  when 
the  war  came,  were  there  not  other  causes  set  in  operation  which 
would  tend  to  advance  the  prices,  and  I  speak  now  of  world's  prices! 

Mr.  Hoover.  There  is  no  more  pertinent  cause  of  a  rise  in  prices 
than  a  shortage  in  supply,  and  in  certain  commodities  there  i3  a 
shortage. 

Senator  Lodge.  In  the  first  place  I  think  we  were  speaking  about 
.the  amount  of  currency.  Be  that  effect  much  or  little,  and  per- 
sonally I  think  it  is  apt  to  have  a  larger  effect  than  you  admit,  that 
cause  was  increased  in  force,  was  it  not? 

Mr.  Hoover.  There  has  been  an  expansion  in  currency  in  practi- 
cally all  of  the  belligerent  countries.  I  do  not  know  how  much  it 
amounts  to  here. 

Senator  Lodge.  I  do  not  know  how  much  it  amounts  to  in  the 
belligerent  countries,  but  they  have  all  expanded  currency. 

Ilfr.  Hoover.  There  has  been  some  inflation  everywhere. 

j^nator  Lodge.  Some  issue  of  irredeemable  paper;  but  in  this 
ooQ/ntry  there  has  been  a  very  great  increase,  owing,  I  assume,  to  our 
eBomious  exports,  and  the  money  which  that  brought  into  the  roiin- 
tiy.  For  instance,  just  to  take  the  two  last  years,  1916  the  circulation 
per  capita  in  this  country  was  $39.29,  and  on  December  1, 1917,  it  was 
$48.  That  is  an  advance  of  $9  per  capita  in  one  year.  We  have 
issued  no  irredeemable  currency.    That  is  simply  the  inflow  of  gold. 

Mr.  Hoover.  I  should  imagine  that  it  is  based  on  the  gold  ex- 
pansion. 

Senator  Lodge.  Then,  in  addition  to  that,  affecting  prices,  there 
has  Deen  the  enormous  effect  caused  by  the  withdrawal  of  vast  bodies 
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of  men  in  increasing  numbers  from  productive  labor,  changing  them 
into  mere  consumers. 

Mr.  Hoover.  Yes ;  and  thereby  diminishing  production. 

Senator  Lodge.  And  also  in  furnishing  materials  of  war,  which 
are  nonproductive.  In  furnishing  those  materials  further  bodies  of 
labor  were  withdrawn  from  productive  branches  into  nonproductive 
branches  in  the  manufacture  of  munitions.  Would  not  that  have  a 
great  effect  on  prices? 

Mr.  Hoover.  I  think  it  would.  I  do  not  know  that  that  is  quite  a 
statement  of  the  case.  My  own  impression  would  be  that  the  cause 
lay  in  the  shortage  of  production  of  food  commodities  and  therefore 
in  undersupply. 

(At  this  pomt  Senator  Beed  (chairman)  entered  the  room  and 
assumed  the  chair.) 

Senator  Lodge.  That  is  putting4t  only  in  another  way,  I  think. 
The  withdrawal  of  these  vast  bodies  of  men,  either  to  make  munitions 
or  fight  in  the  line,  brought  about  a  shortage  in  production. 

Mr.  Hoover.  That  is  one  of  the  cause& 

Senator  Lodge.  And  that,  of  course,  has  a  tendency  to  advance 
world  prices,  of  which  I  am  speaking.  We  have  then  those  two  great 
causes,  which  were  moving  prices  upward,  to  contend  with.  I  want 
now  to  come  to  the  question  of  sugar.  What  had  been  the  sugar 
prices  prior  to  the  war  as  compared  with  the  general  prices! 

Mr.  Hoover.  I  have  not  that  data  here,  and  I  am  unable  to  say. 

Senator  Lodge.  I  have  a  table  here  which  I  had  prepared  from 
statistics  of  the  Bureau  of  Labor  at  the  time  of  the  tariff  debates 
in  1913,  showing  the  wholesale  prices  of  farm  and  food  products 
in  the  decade  from  1900  to  1910  in  percentages.  From  that  it  ap- 
pears there  was  a  decrease  in  three  articles — ^molasses,  which  de- 
creased 22.4  per  cent;  raisins,  which  decreased  19.5  per  cent;  and 
sugar,  which  decreased  7  per  cent.  All  the  others  shown  in  the 
table,  which  I  shall  print  m  the  record,  advanced,  beginning  with 
potatoes,  which  advanced  14.4  per  cent  in  that  same  period,  and 
ending  with  salt  pork,  which  advanced  89.8  per  cent.  The  per- 
centages range  between  those. 

(The  table  referred  to  by  Senator  Lodge  is  as  follows:) 


Wholesale  prices  of  farm  and  food  products,  1900  to  1910,  in  per  cent. 


DECSSAaE. 


Moll 

Raisins. 

Bogar... 


214 

19.6 
7.0 


INCBEA8E. 

Potatoes 14.4 

B^ans 14.4 

Prunes 19.7 

Codlsh 2!. 4 

Onions 22.1 

Bread 25.0 

Siicar  boets. 26.8 

Pn^h  bocf 27.7 

Rye  flour * 29.1 

Milk 34.3 

Cattle  and  sborp 34.4 

Evaporated  apples 3A.0 

Butter 36.7 


Average  of  all 87.7 

Cheese 39.4 

Wheat  flour 43.0 

Herrini; 43.9 

Timothy  hay 49.3 

Barley 49.6 

Salt  beef 49.7 

Hyo 60.2 

Mutton 61.9 

Com  meal 62.4 

Com 62.6 

Wh^t 65.9 

Cotton 67.3 

Hams 60.4 


Epirs. 
Oats. 
HoRS. 


64.8 

69.8 

76.0 

Bacon 77. 1 

Lard 81.6 

Salt  pork 89.8 


Senator  Lodge.  With  all  prices  of  foodstuffs  advancing  in  that 
way,  why  was  it  that  sugar  did  not  share  in  the  advance? 
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Mr.  Hoover.  That  is,  in  the  prewar  period? 

Senator  Lodge.  Yes. 

Mr.  Hoover.  My  impression  is  the  cheapening  cost  of  production 
and  the  opening  of  areas  of  cheap  production,  and  the  cheapening  cost 
of  distribution  all  had  a  good  deal  to  do  with  that  special  commodity. 

Senator  Lodge.  Stated  concisely,  could  'there  have  been  anything  to 
prevent  a  general  upward  movement  in  prices  of  sugar  except  the 
fact  that  there  was  an  oversupply. 

Mr.  Hoover.  Certainly  there  was  no  under  supply,  or  obviously 
there  would  have  been  such  movement.  Apparently  there  was  a  con- 
stantly cheapeninff^  production. 

Senator  Lodge.  That  is  another  way  of  putting  it.  As  a  matter  of 
fact,  was  there  not  a  larger  supply  than  there  was  demand? 

Mr.  Hoover.  It  seems  to  me  it  is  a  little  difficult  to  express.  There 
was  a  marginal  excess  supply  larger  than  the  demand  at  high  cost 
of  production.  In  other  words,  there  was  a  poini,  on  the  old  theory 
of  rent,  where  the  high  cost  of  production  would  disappear  automat- 
ically each  year. 

Senator  Lodge.  They  formed  cartels  abroad  to  control  the  sale 
of  beet  sugar,  which  had  increased  enormously,  and  the  cane-su^r 
production  in  the  British  West  India  Islands  had  reached  the  pomt 
where  it  was  unprotected  and  suffered  very  greatly  from  the  com- 
petition with  the  beet  sugars  on  the  Continent  of  Europe.  However 
we  may  express  it,  it  was  that  increased  production  of  fine  sugars 
which  kept  prices  from  rising. 

Mr.  Hoover.  After  beet  sugar  was  introduced,  especially  the  Euro- 
pean sugar,  a  cheaper  source  of  production  was  found  than  in  some 
of  the  old  areas  of  cane  production. 

Senator  Lodge.  That  resulted  in  an  oversupply  of  sugar? 

Mr.  Hoover.  I  should  think,  take  it  by  and  large,  over  a  period  of 
10  years,  there  was  no  great  accumulation  of  sugar ;  that  each  year 
adjusted  itself  fairly  automatically. 

Senator  Lodge.  I  do  not  know  about  the  amount  of  sugar  that  was 
carried  over,  but  there  certainly  was  so  much  sugar  in  the  world  that 
the  beet-sugar  people  had  to  use  artificial  means  to  maintain  the  price. 
I  think.  Therefore,  the  situation  as  respects  sugar^  at  all  events,  did 
not  change  between  1910  and  1913,  and  at  the  beginning  of  the  war 
it  occupied  a  somewhat  different  position  from  that  of  the  other 
articles. 

Mr.  Hoover.  It  had  been  one  of  the  food  commodities  of  cheapened 
production  and  cheapening  prices. 

Senator  Lodge.  There  may  have  been  others,  but  that  only  shows 
two.  That  being  the  case,  when  the  war  began  it^of  course  revolu- 
tionized the  situation? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  In  sugar? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  In  other  words,  it  cut  off  a  large'  part  of  the  area 
of  the  beet-sugar  supply  and  reduced  others. 

Mr.  Hoover.  Yes;  there  was  a  total  dislocation  behind  the  bellig- 
erent lines.  England,  for  instance,  was  unable  to  obtain  her  normal 
supply  of  beet  sugar,  and  that  demand  was  thrust  on  to  cane  sugar. 

Senator  Lodge.  England  had  been  going  on  on  the  supply  of  beet 
sugars  on  the  continent,  substantially,  had  she  not? 
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Mr.  Hoover.  Yes.  in  great  majority. 

Senator  Lodge.  She  nad  never  done  anything  to  maintain  the 
production  of  cane  sugar  in  her  islands  in  the  West  Indies? 

Mr.  Hoover.  I  rather  think  they  had  done  something  by  way  of 
subvention,  but  only  in  slight  degree,  so  far  as  I  recollect. 

Senator  Lodge.  When  the  war  began  the  great  sugar  areas  of  Aus- 
tria and  Germanv  were  cut  off  entirely? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  I  mean  from  the  rest  of  the  world. 

Mr.  Hoover.  Yes. 

Senator  Lodge.  Of  course,  they  use  them  themselves,  and  that  was 
substantially  true  of  the  Bussian  field,  was  it  not? 

Mr.  Hoover.  Yes,  sir.  There  was  no  access  to  the  western  world 
from  Bussia. 

Senator  Lodge.  There  was  no  access  to  it ;  and  of  course  the  Bel- 
gian production:  was  practically  destroyed,  was  it  not,  or  very 
largely? 

Mr.  Hoover.  Well,  the  Belgian  production  has  gone  on,  on  a 
minor  scale. 

Senator  Lodge.  But  very  much  reduced? 

Mr.  Hoover.  Very  much  reduced. 

Senator  Lodge.  And  the  same  is  true  of  France?^ 

Mr.  Hoo^'ER.  The  French  production  has  diminished,  I  think, 
from  about  750,000  tons  to  an  estimated  crop  this  year  of  perhaps 
210,000  tons,  I  think  the  estimate  is. 

Senator  Lodge.  And  in  Italy  ? 

Mr.  Hoover.  The  Italian  reduction  appears  to  be  from  about 
i200,000  tons  or  210,000  tons,  normal,  to  an  apparent  production 
this  year  of  about  75,000  tons;  but  even  that  75,000  tons  is  iiow  in 
extreme  jeopardy. 

Senator  Lodge.  That  threw  the  powers  at  wlir  with  Germany — 
I  mean  the  principal  powers ;  I  do  not  know  what  the  sugar  situa- 
tion may  have  been  in  the  Balkan  States — but  it  threw  the  principal 
powers — France,  England,  and  Italy — in  a  large  measure  at  least 
upon  the  outside  production  of  sugar? 

Mr.  Hoover.  Yes.  They  were  thrown  alternatively  on  to  the  west- 
em  hemisphere,  or  to  a  larger  degree  upon  the  Indian  ocean  supplies. 

Senator  Lodge.  Yes.  The  principal  Indian  Ocean  supply  is  Java, 
is  it  not? 

Mr.  Hoover.  Java. 

Senator  Lodge.  And  at  the  very  beginning  of  the  war,  I  think — ^I 
was  in  London  at  the  time — ^the  English  Government  bought  large 
•quantities  of  sugar,  did  it  not  ? 

Mr.  Hoover.  They  did  buy  a  very  large  amount  in  the  Western 
Hemisphere  and  in  Java. 

Senator  Lodge.  Then,  the  great  sugar  field  which  was  left  un- 
touched by  the  war  was  what  may  be  called  the  American  field  ?  I 
include  Cuba  in  that. 

Mr.  Hoover.  Yes ;  the  Western  Hemisphere. 

Senator  Lodge.  The  Western  Hemisphere.  There  was  production 
in  Brazil  and  production  in  Peru  and  production  in  Mexico,  but  not 
heavy  production  in  the  case  of  any  of  them? 

Mr.  Hoover.  No.  The  Cuban  production  is  obviously  the  domi- 
nant production. 


556  SHOBTAGE  OF  8UGAB. 

Senator  Lodge.  That  is  the  dominant  production,  undoubtedly. 
How  long  was  England  able  to  set  the  East  Indian  sugars?  They 
have  become  practically  inaccessible,  have  they  not,  or  very  difficult 
of  access I 

Mn  HoovEB.  It  has  become  now  purely  a  question  of  the  saving  of 
shipping.  As  we  all  know,  there  is  a  considerable  stock  of  sugar  in 
Java,  estimated  variously  at  from  eight  hundred  thousand  to  a  mil- 
lion tons;  nobody  knows  precisely  how  much,  apparently;  and  the 
journey  being  from  three  to  three  and  a  half  times  as  long,  thaconse- 
Quent  shortage  of  shipping  has  practically  isolated  that  market  for 
the  present.  I  understand  that  the  allies  are  not  going  to  further 
attempt  to  transport  Java  sugar. 

Senator  Lodge.  There  has  been  a  very  large  reduction  in  the  con- 
smnption  of  sugar,  has  there  not,  in  France  and  England  ? 

Mr.  Hoover.  Yes.  They  have  been  steadily  reducing  their  sugar 
consumption  since  about  1916,  until  the  reduction  now  is,  on  a  rou^h 
estimate,  I  should  think,  somewhere  between  80  and  40  per  cent  It 
is  difficult  to  determine. 

Senator  Lodge.  Now  I  come  to  the  American  field.  I  will  call  it, 
for  convenience,  the  American  field,  with  a  view  of  considering  the 
manner  in  which  we  have  dealt  with  it.  What  were  the  crop  pros- 
pects early  in  the  year? 

Mr.  Hoover.  Early  in  this  year! 

Senator  Lodge.  Early  in  1917. 

Mr.  Hoover.  I  had  no  occasion  to  give  consideration  to  it  until 
some  time  in  May,  and  at  that  time  the  prospects  looked  very  good 
except  for  one  possibility,  and  that  was  the  disordered  condition  in 
Cuba  and  the  possible  destruction  of  cane  fields;  in  fact,  some  de- 
struction was  goin^  on  at  that  time,  causing  considerable  anxiety. 

Senator  Lodge.  When  did  the  political  disturbances  in  Cuba  begin  t 

Mr.  Hoover.  I  cctuld  not  tell  you  precisely.  That  was  the  situation 
when  I  arrived  here. 

Senator  Lodge.  They  began,  I  think,  about  February  13.  Were 
they  not  practically  over  in  May? 

Mr.  Hoover.  No,  sir.  I  am  confident  they  were  not ;  but  that  is  a 
subject  I  would  rather  pursue  in  executive  session  if  you  would  care 
to  j^o  into  it. 

Senator  Lodge.  Oh,  I  shall  not  ask  anything  that  ought  to  be 
asked  in  executive  session.  I  am  only  asking  the  facts  about  the 
Cuban  crop. 

Mr.  Hoo\'ER.  I  may  state  this,  I  think — that  some  few  days  after  I 
arrived  here  I  was  asked  by  the  State  Department  to  undertake  some 
matters  in  Cuba  in  connection  with  seeing  if  these  disorders  could  not 
be  better  controlled  in  the  interest  of  preserving  the  sugar  crop;  and 
at  my  suggestion  an  agent  was  sent  to  Cuba  to  cooperate  in  matters 
with  the  Cuban  Government  with  a  view  to  the  better  restoration  of 
order  and  especially  the  provision  of  labor,  the  labor  having  been 
frightened  more  by  the  disorder  and  the  peril  being  more  imminent 
from  that  point  of  view  than  from  the  actual  volume  of  destruction. 

Senator  Lodge.  That  is  all  quite  true.  I  think  it  is  a  matter  of 
public  Imow ledge  here.    Do  you  know  Mr.  Himely? 

Mr.  Hoover.  I  do  not  recall  his  name  at  the  moment. 

Senator  Lodge.  Is  he  not  the  statistical  expert  of  Willett  &  Gray! 

Mr.  Hoover.  Possibly ;  but  I  do  not  recall  nis  name. 
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Senator  Lodge.  I  think  he  is ;  yes,  he  is.  Mr.  Himely ,  I  think,  is 
Willett  &  Gray's  statistician.  That  is  what  I  supposed — that  he  was 
statistician  for  Willett  &  Gray,  whose  statistics,  I  Know,  are  accepted 
by  our  own  bureau,  and  I  tnink  they  are  generally  accepted  as 
authoritative. 

Mr.  HoovEB.  I  think  they  are  undoubtedly  the  most  reliable  trade 
statistics. 

Senator  Lodge.  I  find  it  was  estimated  by  Mr.  Himely  at  the  begin- 
ning of  the  year  that  the  crop  to  be  harvested  would  yield  a  return  of 
8,466,000  tons  as  against  3,006,000  tons  in  1916— this  was  before  you 
had  returned  to  the  country — and  the  price  was  4i  cost  and  freight 
for  Cubas,  which  declined  in  January  to  3}. 

Mr.  Hoover.  I  am  just  informed,  Senator,  that  Mr.  Himely  is  em- 
ployed by  the  Federal  Refining  Co.,  Mr.  Spreckels's  concern,  not  by 
Wiilett  &  Gray. 

Senator  Lodge.  He  is?  I  supposed  he  was  employed  by  Willett  A 
Gray.    Does  that  differ  from  the  Willett  &  Gray  estimate? 

Mr.  Hoover.  I  have  no  knowledge  as  to  that. 

Senator  Lodge.  There  can^not  be  any  question  about  the  prices,  can 
there?    They  are  a  matter  of  market  quotation. 

Mr.  Hoover.  Oh,  I  should  not  think  so.  They  are  a  mattor  of 
market  public  record. 

Senator  Lodge.  Then  there  were  labor  troubles  in  the  refineries, 
were  there  not? 

Mr.  Hoover.  Yes,  sir. 

Senator  Lodge.  Which  advanced  the  price  of  su^r? 

^Ir.  Hoover.  Yes.  There  seems  to  have  been  quite  a  flurry  at  the 
time  of  the  strikes. 

Senator  Lodge.  And  then  came  the  revolution  in  Cuba,  or  the  dis- 
turbances in  Cuba  ? 

Mr.  Hoover.  Yes,  sir. 

Senator  Lodge.  My  attention  has  been  called  to  a  date  I  had  for- 
gotten in  connection  with  the  troubles  in  Cuba.  I  will  go  back  a 
moment.  Gomez,  who  was  the  leader  of  the  revolution,  surrendered 
on  March  8,  and  the  disturbances  were  practically  over  and  the 
Menocal  government  in  complete  control  about  the  1st  of  April. 

Mr.  Hoover.  I  understood  that  some  difficulties  continued  for  quite 
a  period  after  that.  I  find  that  on  May  22,  if  I  may  interrupt,  Mr. 
Himely,  writing  for  the  Federal  Eefinmg  Co.'s  circular,  states  that 
the  conditions  continue  extremely  unsatisfactory  in  the  Oriente. 
That  is  on  May  22 — ^so  late  as  that. 

Senator  Lodge.  He  reduced  his  crop  estimate,  did  he  not? 

Mr.  Hoover,  I  believe  so. 

Senator  Lodge.  To  3,000,000  tons  ? 

Mr.  Hoover.  Something  in  that  neighborhood. 

Senator  Lodge.  But  these  natural  causes  had  advanced  the  price 
of  sugar,  had  they  not  ? 

Mr.  Hoover.  I  should  think  they  should  have. 

Senator  Lodge.  Well,  as  a  matter  of  fact,  did  they  not? 

Mr.  Hoover.  I  believe  so. 

Senator  Lodge.  And  they  caused  much  uncertainty  in  the  market? 

Mr.  Hoover.  Certamiy. 
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Senator  Lodge.  That  bein^  the  general  situation  of  the  sugar  mar- 
ket, on  May  9  you  stated  this  before  the  Committee  on  Agriculture 
and  Forestry  of  the  Senate : 

I  might  mention  next  sugar  as  showing  another  complication  of  this  prob* 

'  lem.    From  the  information  I  have,  it  seems  to  me  probable  that  by  the  middle 

.  of  October  this  country  will  have  exhausted  its  sugar  supply,  and  its  arrivals 

are  not  large  before  the  end  of  December.    The  outlook  for  sugar  is  very  poor. 

U  The  Cuban  crop  may  be  down  a  million  and  a  quarter  tons  below  the  4,000.000 

I  normal,  and  generally  there  is  a  scarcity  of  sugar  in  the  world,  owing  to  the 

■  decrease  in  beet  production  all  over  Europe,  and  the  greater  demand  aad 

P  greater  pull  by  the  allies  on  such  sugar  as  is  available,  and  they  have  an  equal 

pull  on  the  Cuban  market  and  other  markets  with  ourselves. 

Mr.  Hoover.  I  think  some  one  amongst  the  committee  has  called 
attention  to  the  fact  that  that  "four  million''  is  a  typographical 
error.  It  is  obvious  that  "three  million"  was  the  intention.  The 
figure  of  three  million  for  the  Cuban  crop  is  too  well  known  to  admit 
of  doubt. 

Senator  Lodge.  You  meant  to  say  3,000,000  normal? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  What  do  you  call  a  normal  crop  ? 

Mr.  Hoover.  Well,  this  year  she  has  produced  approximately 
3,000,000  tons. 

Senator  Lodge.  Yes;  I  know.  But  you  spoke  of  the  normal  Cuban 
crop. 

Mr.  Hoover.  I  was  speaking  of  the  prospects  at  the  time,  approxi- 
mately 3,000,000  as  being  the  crop  that  might  be  hoped  for. 

Senator  Lodge.  Do  you  interpret  the  word  "  normal "  in  that  way? 

Mr.  Hoover.  I  should  think  it  was  normal  for  the  prospects  at  the 
time.  I  do  not  see  any  other  interpretation  that  could  be  put  on  it, 
barring  one  eventuality,  and  that  was  continued  destruction  and  con- 
tinued shortage  of  labor,  which  were  the  causes  which  might  have 
caused  a  great  reduction  in  the  Cuban  crop  at  that  particular  mo- 
ment. 

Senator  Lodge.  Is  it  fair  to  say  that  the  largest  crop  ever  pro- 
duced is  a  normal  crop  ? 

Mr.  Hoover.  Well,  if  you  wish  to  interpret  the  word  "  normal "  as 
being  an  average  of  several  years,  the  term  was  wrongly  used  by  me 
in  that  expression.  If  you  interpret  it  as  the  prospects  of  that  imme- 
diate crop  as  a  normal  crop  that  might  be  disturbed  by  certain 
events,  then  the  use  fo  the  term  was  proper.  It  is  largely  a  ques- 
tion of  definition  of  terms.  I  agree  to  your  definition  entirely  if 
we  accept  it  as  an  average  over  a  long  period. 

Senator  Lodge.  I  mean  normal  in  the  ordinary  sense.  I  should 
have  supposed  that  the  word  "normal "  could  not  be  interpreted  to 
mean  the  largest  crop  ever  raised.  I  should  say  the  normal  crop 
was  the  usual,  average  crop,  conforming  to  the  normal. 

Mr.  Hoover.  Well,  perhaps  some  other  term  would  have  been  a 
more  fortunate  expression  to  express  what  would  happen  in  a  given 
event,  barring  certain  eventualities. 

Senator  Lodge.  You  meant  to  say,  then,  that  the  3,000,000-ton 
crop — ^that  was  the  crop  of  1916,  was  it  not,  3,000,000  tons? 

Mr.  Hoover.  I  think  that  was  about  the  figure.  I  do  not  recollect 
at  the  moment. 

Senator  Lodge.  Yes;  those  are  the  figures.  Was  not  that  the 
largest  crop  ever  produced  in  Cuba  ? 


SHOr.TAQE  OF  SUGAB.  559 

Mr.  Hoover.  I  should  think  so.    I  have  not  the  figures  bj  me. 

Senator  Lodge.  I  took  these  figures  off  the  statistical  returns : 

The  Cuban  crop  for  1911-12  was  1,895,000  tons.  I  give  only 
round  number.  For  1912-13,  2,428,000  tons;  for  1918-14,  2,697,000 
tons ;  for  1914-15,  2,592,000  tons ;  for  1915-16,  3,007,000  tons. 

Mr.  Hoover.  The  1915  crop  was  over  3,000,000  tons,  was  it*< 

Senator  Lodge.  The  1916  crop  was  7,000  tons  or  nearly  8,000  tons 
over  3,000,000. '  The  average  for  those  five  years  was  2,400,000  tons. 

Mr.  Hoover.  What  would  be  the  average  for  the  two  years  1915 
and  1916? 

Senator  Lodge.  1915-16  and  1914-15 } 

Mr.  Hoover.  No;  just  1915  and  1916. 

Senator  Lodge.  1  gave  that  crop  as  one  year — 3,007,000  tons,  as 
returned.  That  is  returned  as  the  crop  of  the  year,  because  the  crops 
lap  over.    I  am  giving  the  sugar  years. 

Mr.  Hoover.  I  just  meant  for  the  last  two  sugar  years. 

Senator  Lodge.  The  last  two  sugar  years  were  1914-15  and  1915-16, 
and  the  average,  roughly,  is  about  2,700,000  ton& 

Mr.  Hoover.  On  tiie  other  hand,  the  average  from  1915  to  1918 
would  appear  to  be  over  3,000,000  tons  for  the  three  years. 

Senator  Lodge.  Yes;  but  when  you  were  speaking  on  the  9th  of 
MsLj^  1917,  you  surely  did  not  have  the  complete  figures  of  this 
coming  year ^  crop. 

Mr.  Hoover.  Oh,  no;  I  was  just  speaking  of  the  normal  expecta- 
tion. 

Senator  Lodge.  I  was  speaking  of  the  figures  you  had  before 
you  at  that  time,  which  yer^  complete  up  to  1915-16,  for  the  five 
years  showing  an  average  of  2,400,000  tons  and  for  two  years 
showing  an  average  of  2,700,000  tons.  In  other  words,  3,000,000  tons 
was  the  largest  crop  ever  produced  in  Cuba,  the  crop  of  1916.  That 
you  put  as  the  normal  ? 

(The  witness  nodded  his  head  affirmatively.) 

The  Chairman.  I  call  your  attention  again  to  the  fact  that 
through  inadvertence  Mr.  Hoover  assents  by  nodding  his  head,  and 
does  not  always  answer.  We  want  to  get  the  answer  in.  He  means 
to  answer. 

Senator  Lodge.  I  said  the  normal.  You  stated  three  million  was 
the  largest  crop  ever  raised  in  Cuba  up  to  that  time,  did  you  not? 

Mr.  Hoover.  Yes,  sir;  but  as  a  normal  I  should  think  it  could 
have  bc^n  verified  by  these  years  over  three  million  ton  crop. 

Senator  Lodge.  The  three  years  surely  have  not  lapsed  since  1916, 
have  they? 

Mr.  Hoover.  The  figures  for  the  1915-16  crop  were  3,700,000. 
This  present  crop  is  3,000,000;  the  1916-17  crop  is  estimated  at 
8,000,000  and  the  1917-18  at  3,200,000. 

Senator  Lodge.  The  1917-18  has  not  yet  been  gathered,  has  it! 

Mr.  Hoover.  It  is  in  the  course  of  being  gathered. 

Senator  Lodge.  When  you  established  your  normal  at  8,000,000 
tons,  were  you  figuring  the  crop  of  1917-18,  which  is  only  just  now 
being  taken? 

Mr.  Hoover.  We  had  one  year  behind  us  and  one  year  in  front 
of  us.  One  was  over  3,000,000,  the  other  was  estimated  up  to 
3,000,000. 
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Senator  Lodob.  The  only  one  you  knew  absolutely  was  1915-16, 
was  it  not  ? 

Mr.  Hoover.  Oh,  yes. 
;      Senator  Lodge.  You  certainly  did  not  know  the  crop  this  year, 
,  did  you! 

Mr.  Hoover.  We  knew  the  estimate ;  that  is  all. 

Senator  Lodge.  You  knew  the  estimate,  precisely.    You  said  that 
;  normal,  which  you  established  at  8,000,000,  was  like!/  to  be  rdiuced 
by  a  million  and  a  quarter.    That  brought  the  Cuban  crop  down  to 
1,750,000  tons,  in  round  numbers? 

Mr.  Hoover.  I  said  that  the  Cuban  crop  may  be  down,  and  I  may 
say,  in  explanation  of  that,  in  the  investigation  I  made  at  the  request 
of  the  State  Department,  in  which  I  had  occasion  to  come  in  contact 
.  with  a  great  many  sugar  producers,  their  whole  view  was  that  unless 
both  the  question  of  disturbance  and  that  of  labor  could  be  remedied 
there  would  be  that  shortage  in  this  vear's  crop,  and  that  was  the  basis 
of  that  statement.  Fortunately,  both  of  those  things  have  been 
remedied  by  the  actions  taken  at  the  time. 

Senator  Ix)dge.  The  Cuban  revolution  was  over  in  May.  Did  you 
think  there  was  danger  that  the  Cuban  crop  would  fall  below  the 
crop  of  1912? 

Mr.  Hoover.  I  thought  there  was  a  danger,  if  the  conditions  con- 
tinued as  they  existed  at  that  moment.  The  cane  fields  were  still 
being  burned  at  that  time. 

Senator  Lodge.  As  a  matter  of  fact,  the  crop  w^  over  three  mil- 
lions, was  it  not  ? 

Mr.  Hoover.  It  did  eventuate  so,  because  the  conditions  were 
remedied. 

Senator  Lodge.  You  mean  the  conditions  in  Cuba? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  The  Cuban  crop,  then,  was  slightly  larger  this 
year  than  ever  before? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  Three  million  twenty-three  thousand  tons.  What 
was  the  case  with  the  domestic  crop  ? 

Mr.  Hoover.  I  have  not  the  precise  figures,  Senator.  I  think  they 
are  before  you  somewhere.  I  would  like,  if  I  might,  to  make  a  little 
statement  on  this  introduction  of  the  material  presented  to  the  Agri- 
cultural Committee,  that  that  information  was  given  in  executive 
session  of  that  committee. 

Senator  Lodge.  Does  that  affect  its  accuracy? 

Mr.  Hoover.  No,  sir;  it  does  not.    It  affects  its  publicity. 

Senator  Lodge.  It  is  not  marked  "confidential"? 

Mr.  Hoover.  I  do  not  know.  In  my  copy  the  opening  of  that  day's 
hearing  states  that  the  hearing  is  under  executive  session. 

Senator  Lodge.  Yes;  they  proceeded  in  executive  session.  The 
hearings  were  printed.  They  were  not  marked  "confidential,"  as 
hearings  usually  are,  or  as  any  matter  before  the  Senate  is  that  is 
confidential.    They  were  open  to  anyone  who  chose  to  ask  for  them. 

Senator  Kenyon.  Do  you  understand,  Mr.  Hoover,  that  those  hear- 
ings were  to  be  confidential  ? 

Mr.  Hoover.  That  was  the  statement  made  to  me  at  the  time,  and 
it  is  in  the  record.  Otherwise  I  should  not  have  been  able  to  have 
spoken  so  freely. 
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Senator  Ejbnyon.  I  remember  you  were  asked  to  speak  very  freely. 

Senator  Lodge.  They  were  not  made  public  by  this  committee. 
They  were  made  public  and  came  before  us,  and  I  sliould  like  to  know 
whether  the  statements  are  incorrectly  reported. 

Mr.  Hoover.  There  is  no  incorrection  m  statement  in  the  circmu- 
stance,  except  the  typographical  error  there. 

Senator  Lodge.  When  was  your  attention  called  to  that  error  ? 

Mr.  Hoover.  Not  until  these  hearings  began. 

Senator  Lodge.  You  never  saw  a  transcript  or  proof? 

Mr.  Hoover.  I  may  have  seen  it,  I  think,  at  the  time.  It  escaped 
my  notice,  anyway. 

Senator  Lodge.  There  was  no  secret,  was  there,  about  the  fact  that 
you  thought  thei-e  would  be  a  sugar  shortage  ? 

Mr.  Hoover.  I  assumed  that  there  was.  I  did  not  wish  to  make  i 
any  alarming  statements  to  the  country  at  that  time,  and  that  was  I 
the  precise  reason  why  that  session  was  supposed  to  be  in  executive  I 
session.  ■*■■  r 

Senator  Lodge.  Was  it  not  widely  stated  in  the  newspapers  at  that 
time  that  you  thought  there  was  likely  to  be  a  sugar  shortage,  and 
that  it  was  very  important  to  save  sugar? 

Mr.  Hoover.  A  statement  did  appear,  and  I  denied  promptly  the 
statement  that  there  would  be  a  sugar  famine  from  the  causes  which 
were  under  discussion  at  that  time,  provided  always  that  proper 
steps  were  taken  to  secure  the  supply,  in  order  to  try  to  allay  the 
position  created  by  that  little  disclosure.  I  did  state  also  at  the 
same  time  that  the  demands  of  the  allies  on  the  Western  Hemisphere 
made  it  important  and  necessary  for  us  to  reduce  our  sugar  con- 
sumption in  order  to  save  shipping  and  maintain  our  supply. 

Senator  Lodge.  In  the  Chicago  Sunday  Herald  of  May  20  they 
give  what  purports  to  be  your  comment  on  the  department  bill,  and 
it  is  in  quotation  marks  as  your  words. 

(The  article  referred  to  wys  thereupon  marked  "  Exhibit  No.  1G4," 
and  was  read  into  the  recora  in  full,  as  follows:) 

Exhibit  No.  164. 

Here  is  Mr.  Hoover's  cominent  on  the  department's  blU : 

"The  result  of  three  years  of  tunnoll  and  an  enormous  accumulation  of 
blundering  and  experience  has  been  the  universal  development  In  every  Euro- 
pean government  of  foodstuffs,  munitions,  and  shipping  into  administration 
bodies  of  equal  importance  with  these  other  administrative  bodies  of  the 
Government  That  has  been  found  necessary  in  order  to  give  prestige  to 
these  organizations,  under  which  they  may  cooperate  with  the  commercial 
interests  of  the  country,  and  to  give  the  prestige  with  which  they  may  co- 
operate with  the  similar  departments  of  the  allies.  Above  all  to  create  in 
the  minds  of  the  people  a  certain  imaginative  alarm  resulting  in  saving,  and 
arising  from  the  very  fact  that  you  set  up  a  food  control  in  the  country.  The 
fact  that  it  is  set  up  and  given  wide  powers  is  in  itself  an  advertisement  to 
the  people  that  there  is  cause  for  concern." 

Mr.  Hoover.  That  is  true.  It  has  that  effect.  I  might  continue 
on  the  question  of  that  statement  with  regard  to  the  scarcity  of  sugar, 
that  after  some  leak  occurred  in  the  Senate  Agricultural  Committee 
proceedings,  I  wrote  to  Senator  Gore,  and  told  him  I  had  under- 
stood that  those  statements  were  made  in  executive  session.  I  have 
his  reply  back  saying  that  that  is  the  case,  and  he  greatly  regretted  | 
that  any  information  of  that  kind  was  made  public.  1 
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Senator  Lodge.  The  date  of  this  paper  was  subsequent  to  that  state 
mentj  the  statement  in  which  you  said  it  was  necessary. to  create  an 
imagmative  alarm. 

Mr.  Hoover.  Surely 

Senator  Jones.  I  tnink  at  this  stage  it  might  be  advisable  to  get 
these  letters  in  the  record. 

Senator  Lodge.  Certainly.  When  were  these  statements  of  the 
committee  made  public ;  do  you  know  ? 

Mr.  Hoover.  I  do  not  remember  the  precise  date,  but  I  presume  it 
was  a  day  or  so  before  that  letter. 

Senator  Lodge.  They  were  made  public,  however  ? 

Mr.  Hoover.  It  was  only  a  newspaper  riunor  that  such  statements 
had  been  made.    There  was  nothing  in  detail. 

Senator  Kenton.  After  you  saw  that,  you  wrote  to  Senator  Gore  i 

Mr.  Hoover.  I  wrote  to  Senator  Gore. 

Senator  Lodge.  There  had  been  a  certain  publicity  given  to  them? 

Mr.  Hoover.  Yes. 

Senator  Jones.  We  might  just  as  well  have  the  letters  read  at  this 
time,  for  the  information  of  the  committee.  If  there  is  no  objection 
to  it,  I  think  it  would  be  advisable  that  they  be  read. 

Senator  Lodge.  There  is  no  objection.  Ii  you  give  me  the  letters  I 
will  read  them. 

(The  letters  referred  to  were  thereupon  marked  "  Exhibit  No.  165  " 

and  "Exhibit  No.  166,"  and  were  read  into  the  record,  in  full,  as 

follows:) 

Exhibit  No.  165. 

JuNB  4,  1917. 
Hon.  Thomas  P.  Gobe, 

United  States  Senate,  Washington,  D.  C. 

Deab  Senator  :  When  I  appeared  before  the  Senate  committee  I  asked  if  the 
proceedings  would  be  made  public  and  I*understood  you  to  give  Instnicdons 
that  the  entire  hearing  was  an  executive  order  and  I  therefore  expressed 
myself  with  freedom  on  many  issues.  I  now  Ind  that  the  Senate  proceedings 
are  in  the  hands  of  two  or  three  of  the  press  agencies  and  are  being  peddleil 
out  over  the  country  in  dispatches  day  by  day.  I  inclose  one  which  threatens 
to  have  a  most  disastrous  effect  to  the  whole  country  and  with  which  I  have 
had  to  take  as  firm  as  possible  measures  to  deny.  It  represents  a  part  extract 
from  the  Senate  hearing  but  without  the  context,  and  I  am  assured  by  the  sugar 
people  that  it  will  mean  a  raise  of  1  cent  a  pound  to  the  entire  population 
within  24  hours. 

If  I  had  had  the  remotest  idea  that  these  proceedings  would  become  available 
to  the  press  I  would  not  have  been  able  to  give  the  Senate  committee  much 
which  I  did  impart.  If  the  proceedings  have  been  made  an  executive  order,  it 
does  seem  to  me  that  some  action  should  be  taken  by  the  Agricultural  Com- 
mittee to  inform  the  United  Press,  the  Associated  Press,  and  all  four  Wash- 
ington papers  that  this  material  was  on  an  executive  session  and  that  they  had 
no  right  to  be  printing  any  of  it.  I  believe  It  would  be  of  the  utmost  Interest 
to  the  whole  country  If  this  could  be  done. 
Yours,  very  truly. 

ExHiarr  166. 

United  States  Senate, 
Committee  on  Agbiculture  and  Fobestbt, 

Washington,  June  5, 1917. 
Mr.  Herbert  Hooveb,  Washington,  D.  C. 

My  Dear  Sib  :  I  beg  to  acknowledge  receipt  of  your  letter  of  June  4.  I  regret 
that  any  publicity  should  have  been  given  to  any  statement  of  this  kind  which 
might  cause  an  unfavorable  reaction. 

With  respect  to  your  statement  before  the  Senate  Committee  on  Agriculture, 
I  may  say  that  it  was  given  In  executive  session.    I  sent  the  copy  to  you,  how- 
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ever,  with  the  request  that  it  be  deleted*  and  the  manuscript  was  returned  with 
a  number  of  statements  and  paragraphs  blue  penciled.  All  these  statements 
and  paragraphs  were  left  out  of  the  print  The  remaining  part  of  your  state-  j 
ment  was  considered  of  so  much  imi)ortance  by  the  committee  that  its  publi-  ' 
cation  was  thought  to  be  both  necessary  and  proper.  The  vain  struggle  of  the 
Senate  to  keep  proceedings  of  executive  sessions  out  of  the  press  would  rather 
discourage  any  effort  to  check  or  challenge  the  statements  referred  to  in  recent 
publications.  I  am  afraid  that  any  effort  to  recall  these  statements  would 
merely  emphasize  the  fact  that  they  were  given  in  executive  session  and 
would  give  to  them  even  an  added  importance.  I  am  sorry  that  anything 
should  have  happened  in  connection  with  the  statement  contrary  to  your  wishes. 
Truly,  yours, 

T.  P.  GOBK. 

Senator  Vardaman.  Just  at  this  point  I  think  it  would  be  well  to 
ask  Mr.  Hoover  if  this  proof  was  sent  to  him,  and  if  he  made  the 
corrections  Senator  Gore  refers  to. 

Senator  Lodge.  Is  that  statement  of  Senator  Gore's  about  the  proof 
being  sent  to  you  true? 

Mr.  Hoover.  Yes;  not  a  printed  proof,  but  some 

Senator  Lodge.  A  stenographer's  transcript? 

Mr.  Hoover.  I  think  a  stenographer's  transcript  was  sent  to  me, 
and  some  changes  were  made  in  it.  But  I  was  certainly  not  of  the 
impression  that  it  was  going  to  publication. 

Senator  Lodge.  Senator  Gore  says  in  that  letter,  as  I  understand 
him,  that  it  was  necessary  to  get  it  out. 

lir.  Hoover.  As  you  can  see  by  the  letters  themselves,  it  certainly 
was  not  my  understanding,  or  I  should  have  deleted  a  good  deal 
more. 

Senator  Lodge.  Just  what  was  it  that  you  did  not  wish  to  go  out! 

Mr.  Hoover.  The  whole  statement  that,  due  to  disturbances  in 
Cuba,  there  might  be  a  very  great  reduction  in  the  crop.  It  was  not 
a  proper  thing  to  create  public  alarm  in  discussing  a  possible  situa- 
tion tnat  might  eventuate. 

Senator  L^dge.  And  yet  subsequently  you  said,  in  that  newspaper 
statement,  that  it  was  desirable  to  create  an  imaginative  alarm  in 
order  to  promote  saving. 

Mr.  Hoover.  With  regard  to  all  the  foodstuffs  of  the  country,  cer- 
tainly. But  it  is  not.dedrable  to^state  a  hypothetical  case  based  on 
the  possible  eventuality  of  a  shortage  and  create  an  undue  alarm  in 
any  food  commodity. 

Senator  Lodge.  The  Cuban  trouble  was  perfectly  well  known  to 
the  whole  world,  was  it  not? 

Mr.  Hoover.  Not  in  its  entirety. 

Senator  Lodge.  It  was  known  there  had  been  a  revolution  there, 
and  there  had  been  cane  destruction,  was  it  not? 

Mr.  Hoover.  It  was  not  known  that  there  was  a  ^eat  possibility  of 
shortage  of  labor,  and  that  the  conditions  in  the  island  at  that  time 
looked  somewhat  to  a  recurrence  of  the  disturbances  on  a  lar|g:er  scale. 

Senator  Lodge.  Those  facts  were  known  to  everybody,  I  think,  Mr. 
Hoover — ^they  came  within  my  own  knowledge — and  that  that  could 
not  fail  to  have  an  effect  on  prices.  On  the  same  day,  May  20, 1  see 
printed  in  one  of  your  bulletins  a  speech  you  made  at  Brown  Uni- 
versity, in  which  you  stated  that  we  were  f  aced^  with  a  world's  short- 
age.   W  as  not  that  calculated  to  create  an  imaginative  alarm  ? 

Mr.  Hoover.  I  hope  so,  Senator.  My  belief  is  that  the  only  hope  of 
saving  the  food  supplies  of  the  world  is  to  give  our  people,  an  intelli- 
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gent  people,  a  proper  and  adequate  statement  as  to  the  positions 
which  they  face. 

Senator  Lodge.  Under  those  circumstances,  what  wa^  there,  then, 
so  serious  in  the  Agricultural  Committee  permitting  those  statements 
before  the  committee  to  become  public? 

Mr.  Hoover.  There  is  entirely  a  difference  of  position,  that  the 
Cuban  situation  at  that  moment  was  a  situation  of  possibility  of 
further  destruction  of  the  crop,  and  a  shortage  of  labor,  both  of 
which  were  preventable,  and  the  whole  of  the  representation  to  the 
committee  was  made  by  way  of  illustration  as  to  what  could  be  done 
to  prevent  such  issues  as  that.  It  has  little  to  do  with  the  whole 
food  situation  of  the  world.  To  have  stated  that  the  Cuban  crop 
J  would  be  down  a  million  and  a  quarter  tons  by  the  possibilities  that 
[  then  opened  up  would  have  caused  undue  alarm  of  the  public,  as 
proved  by  the  fact  that  they  have  subsequently  been  prevented  by  the 
measures  taken.  But  to  state  to  the  public  that  the  world  is  short  of 
sugar^  and  that  if  the  allies  are  to  be  supported  they  must  save  their 
supplies' is  an  eminently  proper  thing  to  do. 

Senator  Lodge.  The  danger  you  predicted  was  that  it  might  fall 
off  a  million  and  a  quarter  tons? 
Mr.  Hoover.  Due  to  special  causes,  which  were  remediable. 
'         Senator  Lodge.  Which  would  leave  a  total  Cuban  crop  of  1,750,000 
1    tons? 

;       Mr.  Hoover.  If  those  causes  were  allowed  to  act  without  remedy, 
j       Senator  Lodge.  Do  you  recall  what  the  actual  amount  of  the  Cuban 
1   crop  that  had  been  marketed  at  that  time  was? 
I       Mr.  Hoover.  That  remark  was  in  application  to  the  present  crop 
!  being  harvested. 

\      Senator  Lodge.  I  mean  the  present  crop ;  how  much  ? 
Mr.  Hoover.  How  much  of  this  crop  had  been  marketed? 
Senator  Lodge.  How  much  had  been  produced  in  Cuba  up  to  that 
time? 

Mr.  Hoover.  Tliis,  Senator,  was  in  reference  to  the  crop  now  being 
harvested,  not  to  last  year's  crop.  ^ 

Senator  Lodge.  I  am  not  speaking  of  last  year's  crop ;  I  am  speak- 
ing of  the  crop  of  which  you  are  speaking,  which  is  the  crop  being 
i   handled  in  the  spring  of  1917. 

I  Mr.  Hoover.  I  think  there  was  some  confusion.  I  was  speaking  of 
i'  the  crop  then  being  planted,  and  about  to  be  planted,  and  coming  m. 
■  Senator  Lodge.  You  were  speaking  about  the  crop  which  is  now 
'    being  harvested  and  ground? 

Mr.  Hoover.  Oh,  yes;  with  reference  to  that  and  the  possible  loss 
from  some  cane  burning.  I  will  withdraw  that.  My  mind  is  a  little 
confused  on  it.    I  was  speaking  of  the  crop  then  being  harvested. 

enator  Lodge.  Messrs.  Willett  &  Gray  reported  at  that  time  that 
they  were  advised  that  the  production  up  to  the  end  of  May  is 
2,558,000  tons,  as  against  2,709,000  tons  last  year,  or  a  shortage,  in 
round  figures,  of  150,000  tons  at  the  end  of  May.  That  was  the  actual 
amount  of  sugar  that  had  just  been  harvested.  How  was  it  possible 
to  get  the  total  crop  down  to  1,750,000  tons? 

Mr.  Hoover.  This  period  under  discussion,  and  the  figures  that  I 

was  (juoting,  were  information  given  to  me  by  Cuban  planters  at 

\  the  time.    It  probably  relates  to  the  month  of  April,  but  all  this 

J  took  place  early  in  the  month  of  May,  right  in  the^middle  of  their 
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harrest.    I  may  have  been  misinformed  as  to  actual  amount.    The 

Joint  was  not  one  of  detailed  fi^re;  the  point  was  one  of  illustrating. 
t  was  a  case  of  illustrating  me  point  of  necessity  of  action  in  the 
protection  of  the  food  supplies. 

Senator  Lodge.  I  know,  but  you  used  those  figures,  that  the  Cuban 
crop  might  be  a  million  and  n  quarter  tons  below  the  normal,  which 
you  fixed  at  3,000,000  tons.  That  would  have  left  a  total  Cuban  crop 
of  1,750,000  tons,  and  it  appears  that  at  that  time,  in  May,  the  crop 
was  only  150,000  tons  short  of  the  year  before,  and  that  2,500,000 
tons  had  already  been  secured. 

Mr.  Hoover.  Senator,  you  are  quoting  end  May  figures,  instead  of 
approximately  end  April  figures. 

Senator  Lodge.  I  am  quoting  end  May  figures.  Your  testimony 
was  given  on  the  9th  of  May. 

Mr.  Hoover.  If  I  had  all  the  total  figures  in  my  hand  they  would 
not  have  been  later  than  April. 

Senator  Lodge.  These  are  figures  that  were  public,  of  course.  As* 
a  matter  of  fact,  at  that  very  time  sugar  was  coming  forward  in  only 
a  slightly  less  amount  than  in  the  previous  year.  Those  reports  that 
were  given  out  from  these  hearings,  and  the  statements  you  made  to 
the  newspapers,  and  in  your  speech  at  Brown  University,  were  cal- 
culated, as  you  said,  were  they  not,  to  cause  an  imaginative  alarm? 

Mr.  Hoover.  Yes,  sir.  I  believe  that  it  is  necessary  to  tell^the 
countiy  what  is  its  food  supply,  without  undue  alarm;  to  give  ac- 
curately, as  far  as  we  can,  the  position  to  our  people,  and  ask  them 
to  meet  this  situation  in  the  interest  of  winning  the  war.  I  have  been 
guilty  of  repeated  statements.    You  do  not  need  to  quote  instances. 

Senator  Lodge.  Were  not  statements  emanating  from  such  high 
authority  as  yourself  calculated  to  advance  prices  and  disturb  the 
market?  ' 

Mr.  Hoover.  I  do  not  think  so,  Senator.  My  own  belief  is  that  a 
proper  picturing  of  the  food  situation  of  the  world  to  the  people  of 
this  country  has  reduced  the  consumption  very  materially.  There 
had  been  a' large  amount  of  hoarding  of  sugar,  but  I  think  all  the 
trade  evidence  will  show  that  that  took  place  at  an  earlier  period 
entirely  than  the  one  we  are  discussing,  and  that  from  that  period  on 
there  has  been  a  gradual  reduction  in  sugar  consumption  by  volun- 
tary action  through  the  entire  people. 

Senator  Lodge.  The  amount  of  the  reduction  in  consumption 
relates  rather  to  another  question.  But  do  you  mean  to  say  that  pre- 
dictions emanating  from  you  of  a  sugar  shortage  would  not  have  an 
effect  on  the  market? 

Mr.  Hoover.  I  do  not  know  whether  it  had  an  effect  on  the  market 
or  not.    It  may  have  had. 

Senator  Lodge.  Did  it  have  a  tendency  to  advance  prices? 

Mr.  Hoover.  It  does  not  seem  to  me  that  that  was  the  cause  of " 
advancing  prices.  .The  cause  of  the  advance  in  the  price  of  sugar 
at  that  time  was  the  larger  allied  buying  of  Cuban  sugar  in  competi- 
tionj  and  the  general  all-around  struggle  to  obtain  the  remnant  of 
the  supplies.  My  attention  has  been  called  to  the  Spreckels  Refin- 
ing Co.'s  report  of  the  28th  of  June,  at  this  precise  period,  when 
these  statements  were  supposed  to  be  made,  stating  that  the  market 
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has  been  dull  for  the  last  six  weeks.  This  would  cover  the  ^itire 
period  since  the  statement  which  you  attribute  to  me  was  made.  In 
other  words,  I  make  a  supposed  alarming  statement  some  time  in  the 
month  of  May,  and  on  the  28th  of  June  a  trade  circular  states  the 
market  had  been  dull  since  that  time.    I  should  like  to  put  it  in  the 

I  record,  if  I  may.    * 

V::::x"(The  circular  referred  to  was  marked  "Exhibit  No.  167,"  and  is 
here  printed  in  full  in  the  record  as  follows :) 

buoab  market  kevikw. 

Ths  Fkiierai.  Rkpobtbe, 
91^S  Wall  Street,  New  York,  June  28,  1917, 

Raw  8Ufftir. — Our  market  has  been  steadily  developing  strength  since  our  last 
review.  On  Monday  refiners  and  operators  took  125/150,000  bags  Gubas, 
afloat,  for  prompt  and  July  shipment,  at  5  cents,  cost  and  freight,  and  Porto 
Ricos,  afloat,  and  for  prompt  shipment  sold  at  5.82  cents  delivered.  On  Tues- 
day operators  paid  basis  5^  cents,  and  then  5i  cents,  cost  and  freight,  for 
July  shipment  Cubas.  B.  H.  Howell  Son  &  Co.  bought  a  small  lot  of  Cubas  for 
July  shipment  at  5^  cents,  and  the  Warner  Sugar  Reflning  Co.,  about  30,000 
bags  Porto  Ricos,  for  June-^Tuly  shipment,  at  5.95  cents  delivered.  Sugars  left 
for  prompt  shipment  were  in  the  greatest  demand,  and  the  Federal  Sugar  Re- 
flning Co.  paid  5i  cents,  cost  and  freight,  for  T.CKX)  bags  Cubas,  after  which 
20,000  bags,  for  July  shipment,  sold  at  5}  cents,  cost  and  freight  to  operator, 
and  7,000  bags  to  the  Federal  Sugar  Refining  Co.  Yesterday  the  market  opened 
with  sellers  generally  asking  5i  cents,  cost  and  freight,  and  the  following  bu^- 
ness  was  finally  concluded :  * 

To  B.  H.  Howell  Son  &  Co. :  20,000  bags  Cubas,  July  shipment,  at  5i  cents 
O.  &  F.  basis  06*;  23,000  bags  Porto  Ricos,  July  shipment,  at  6.02  cents, 
c.  i.  f.  basis,  96^  * 

To  operators,  10,000  bags  Cubas,  second  half  July  shipment,  at  51  cents  cost 
and  freight,  basis  96*. 

To  local  refiners,  about  63,000  bags  Cubos,  prompt  and  July  shipment,  at  5^ 
cents  cost  and  freight,  basis  96°. 

To  Revere  Sugar  Refining  Co.,  23,000  bags  Porto  Ricos,  first  half  July  clear- 
ance, at  5.14  cents  c.  i.  f.,  basis  96°. 

To  Federal  Sugar  Refining  Co.,  1,700  tons  San  Domingos,  July  shipment,  at 
5  cents  c.  i.  f.,  delivered  basis  96°.  Sale  Cubas,  July  loading,  at  4.90  cents 
f.  o.  b.  Cuba,  basis  96° ;  particulars  withheld. 

Owing  to  the  continued  demand  from  the  domestic  trade  for  refined  and  from 
abroad  for  both  refiner  and  raw  sugars,  the  market  was  very  strong  at  the 
opening  this  morning,  and  sales  are  reported  to  the  Federal  Sugar  Refining  Co. 
of  about  27,000  bags  Cuba  centrifugals  for  July  shipment  at  5tk  cents,  cost  and 
freight,  and  8,000  bags  second  half  July  shipment  at  5f  cents,  cost  and  freight. 
The  Warner  Sugar  Reflning  Co.  secured  about  12.000  bags  Colombian  centrifu- 
gals on  the  spot  at  5i  cents  c.  i.  f.  and  about  25,000  bags  for  second  half  July 
shipment  at  5i  cents,  cost  and  freight.  Operators  also  purchased  5,000  bags 
for  late  July  shipment  at  51  cents,  cost  and  freight  Europe  recently  paid  as 
high  as  4.90  cents  f.  o.  b.  Cuba,  and  it  is  believed  that,  owing  to  the  stronger 
market,  that  business  might  be  done  at  a  higher  figure.  That  sellers,  who  have 
been  patient  on  a  dull  market  for  the  last  six  weeks,  have  accomplished  their 
purpose  of  making  sales  at  full  prices  is  not  surprising,  as  it  was  apparent  that 
refiners'  reserve  stocks  were  working  steadily  lower,  and  with  an  Improved  de- 
•  mand  for  refined  before  them  it  can  be  only  a  comparatively  short  time  be- 
fore they  were  again  forced  into  the  market  at  asking  prices.  The  ability  of 
sellers  to  maintain  their  position  is  largely  attributed  to  the  fact  that  including 
spot  stocks,  not  more  than  approximately  900,000  tons  of  sugar  would  come  in 
sight  from  Cuba  during  the  balance  of  the  crop.  Of  this  amount  and  part  of 
the  purchases  this  week,  not  less  than  300,000  tons  was  already  under  contract 
either  with  the  British  commission  or  the  American  refiners.  The  balance  of 
the  supply  was  in  the  hands  of  strong  interests,  who  were  well  able  to  carry 
their  stocks  until  the  market  was  in  a  position  to  Hbsorb  them,  and  it  Is  quite 
evident  that  they  were  prepared  to  maintain  their  advantage. 
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Figures  for  the  United  States  four  ports  June  27  were : 

1917.  1916.  1916. 

Receipts  for  week 55, 704    Last  week 36, 351       51 ,  141      GO,  279 

Meltings  for  week 62,000    Last  week 59,000      55.000      61,000 

Total  stock 302,718    T^stweek 309,014    244,858    398,141 

Cuba. — Our  agent  In  Habana,  Mr.  H.  A.  Himely.  cables  us  as  follows : 


1917  six 
ports. 


Stock.. 

Centrals  (erindmff,  0  ports) ^ 

Exports  North  mttenis \ tons. 

Ezposts.  New  Orleans do . . . 

Exports,  Europe do... 

OftiVBStoo do... 


22.118 

88.622 

560,268 

8 


1916 


Six  ports.     Outports. 


16.600 

61.600 

517,000 

16 

15.042 

5,845 

17,735 


14.600 

30.500 

182.000 


53,000 
6,000 

30,500 
2.500 


A  comparjso?!  with  provUnis  yenrs  pelves  the  following: 


1916-17. 
1915-16. 
1914-15. 
1913-14. 


Crop. 


Centrals. 


1  Estimated. 


ReceiTedto 

a  datecor> 

responding 

week. 


2,123,348 
2,S31,11K 
2,322,862 
2,881,827 


Oattnm. 


12,900,000 
3.006,ff24 
2,582,845 
2,506,667 


Tlie  weatlu»r  has  eontuiue<l  rainy,  and  u.ost  of  the  centrals  have  now  shut  down 
for  the  season,  there  helncr  only  8  coiitrals  grinding  on  Juno  28,  against  16  at 
the  same  time  last  year. 

Europe. — While  Eur(»pe  has  been  a  steady  buyer  in  Cuba  at  advancing  prices, 
we  hoar  of  no  further  business  in  refined  sugars,  although  we  are  of  the  opinion 
that  business  could  be  done  for  export  on  the  basis  of  6.50  cents,  but  refiners 
now  are  firm  at  6.75  cents  and  are  not  in  a  position  to  take  much,  if  any,  more 
business  for  July  shipment.  One  of  our  correspondents  in  the  U.  K.  writes  as 
follows  under  date  of  June  11 : 

•*  In  one  of  your  circulars  you  say  that  reports  have  It  that  the  British  com- 
niLssion  has  made  some  purchases  of  the  new  crop.  If  they  have,  the  quantity 
must  l>e  quite  small.  All  one  can  hear  is  that  Maclalnes  have  bought  about 
20,000  tons  Just  lately,  but  whether  for  the  Government  is  unknown.  The  posi- 
tion in  Java  is  one  of  extreme  depression.  The  crop  is  a  very  large  one,  and 
the  Chinese  who  bought  largely  some  time  ago  at  much  higher  prices  have  fallen 
fsharply,  and  the  quotations  c.  f.  Calcutta  are  now  only  20/ —  for  whites  and 
17/G  for  browns  June-July  shipment.  Seeing  that  the  difference  between  c.  f. 
Calcutta  and  f.  o.  b.  Java  Is  about  3/ — ,  we  have  the  extremely  low  figures  of 
17/ —  for  whites  and  14/6  for  browns  f.  o.  b.  Java.  At  these  attractive  prices 
we  should  think  that  the  Government  would  find  some  ships  somewhere." 

Domestic  beet 8. — Continue  to  be  sold  in  the  western  territory  at  the  usual 
-differential  under  cane. 

Refined  sugar, — The  demand  has  been  steadily  Increasing,  with  the  result 
that  yesterday.  In  sympathy  with  the  higher  raw  market,  prices  were  advanced  to 
7.75  cents  by  the  Federal  Sugar  Refining  Co.,  Warner  Sugar  Refining  Co.,  and 
Arbuckle  Bros.,  after  which  B.  H.  Howell,  Son  &  Co.  withdrew  from  the 
market,  and  the  American  Sugar  Refining  Co.  again  adopted  the  policy  of 
accepting  only  a  moderate  business  at  their  full  list  price  of  7.50  cents,  turning 
<lown  most  of  the  business  that  was  put  before  them.  Previous  to  the  advance 
considerable  business  was  done  by  the  different  refiners  on  the  basis  of  7.50 
cents.     This  morning  Messrs.  Arbuckle  Bros,  and  B.  H.  Howell,  Son  &  Co.  were 


568  SHORTAGE  OF  SUGAB. 

about  oat  of  the  mnrket,  and  the  American  Supir  Refining  Co.  are  only  sellers  In 
a  very  limited  way.  The  Federal  Sugar  Refining  Co.  and  the  Warner  Sugar 
Refining  Co.  are  selling  moderate  quantities  at  7.75  cents,  biit  owing  to  the 
increasing  demand  it  looks  as  though  prices  would  soon  have  to  be  advanced 
still  further.  There  are  buyers  at  6.65  cents  f.  o.  b.  for  export,  but  most 
refiners  are  not  In  a  position  to  consldei*  this  business,  although  it  is  equal  to 
fully  7.90  cents  for  domestic. 

Late  this  afternoon  the  Federal  Sugar  Refining  Co.  advanced  their  list  price 
to  8  cents.  It  is  reported  from  the  West  that  C.  &  H.  are  firm  at  7.75  cents, 
i:nd  that  beet  sugars  are  withdrawn  from  the  market  in  all  territories. 

Carloads  of  sugar, — ^The  following  letter  received  from  the  New  York  Central 
Railroad  covers  the  railroad*s  position  with  regard  to  the  loading  of  cars: 

"  I  am  advised  by  our  superintendent,  Mr.  G.  H.  Wilson,  that  the  Commission 
on  National  Defense  are  complaining  to  the  railroads  that  shippers  are  not 
loading  their  cars  to  carrying  capacity,  and  instructs  me  to  ask  if  you  will  not 
arrange  at  once  to  load  cars  of  sugar  forwarded  as  near  as  possible  to  their 
carrying  capacity,  which,  of  course,  would  redu(#  the  number  of  cars  used  by 
you  and  will  allow  same  to  be  used  to  good  advantage  at  some  other  point 

"  I  will  be  glad  to  have  you  advise  if  you  will  cooperate  with  the  railroads  in 
this  matter  and  load  the  cars  as  near  as  possible  to  their  carrying  capacity." 

If  we  loaded  150  barrels  or,  say,  600  bags  to  the  car,  it  would  conform  more 
nearly  with  the  rallroad^s  idea  of  what  should  be  done. 

We  have  before  us  a  diagram  drawn  up  by  the  Pennsylvania  Railroad  showing 
100  barrels  of  sugar  in  a  car,  leaving  it  a  little  more  than  one-third  full.  Along- 
side is  a  diagram  of  a  car  about  full  containing  244  barrels.  The  same  relative 
position  prevails  with  bags.  Two  diagrams  are  drawn,  one  showing  400  bngs 
in  the  car  and  the  other  1,000  bags.  We  ourselves  have  shipped  as  much  as 
800  barrels  in  a  car. 

That  there  is  a  car  shortage  and  that  everybody  should  do  all  they  can  to 
facilitate  the  movement  of  freight  is  unquestioned. 
Tours,  very  truly, 

The  Federai,  Repobteb. 
Fkank  C.  Lowby. 

The  Chairman.  You  quoted  that? 

Mr.  Hoover.  No;  I  just  mentioned  that  as  a  part  of  the  report 

The  Chairman.  Will  you  let  me  see  it  [examining  report]  ? 

Mr.  Hoover.  And  I  think  if  you  will  look  at  the  chart  which  was 
introduced  by  Mr.  Rolph  you  will  find  that  the  rise  did  not  take  place 
at  the  period  we  are  discussing,  but  at  a  much  later  period. 

The  Chapman.  I  do  not  see  the  expression  quoted  by  the  witness. 
I  will  ask  the  reporter  to  read  the  expression  quoted  from  this  docu- 
ment. 

(The  reporter  read  as  follows :) 

On  the  28th  of  June  a  trade  circular  states :  "  The  market  has  been  dull  since 
that  time." 

Mr.  Hoover.  No;  I  think  there  is  a  mistake  there. 

The  Chahiman.  This  is  the  statement.    I  read  from  this  circular: 

Owing  to  the  continued  demand  from  the  domestic  trade  for  refined,  and  from 
abroad  for  both  refined  and  raw  sugars,  tho  market  was  very  strong  at  the  open- 
ing this  morning,  and  sales  are  reported  to  the  Federal  Sugar  Refining  Co.  of 
about  27,000  bags  of  Cuba  centrifugals,  for  July  shipment,  at  SA  cents,  cost 
and  freight,  and  8,000  bags,  second  half  July  shipment,  at  5|  cents,  cost  and 
freight.  The  Warner  Sugar  Refining  Co.  secured  about  12,000  bags  of  ColumbiJin 
centrifugals  on  the  spot,  at  5J  cents,  c.  I.  f.,  and  about  25,000  bags,  for  second  half 
July  shipment,  at  5i  cents,  cost  and  fr^^ight.  Operators  also  purchased  5,000 
bags,  for  late  July  shipment,  at  5|  cents,  cost  and  freight.  Europe  recency  paid 
as  high  as  4.90  cents  f.  o.  b.  Cuba,  and  it  is  believed  that,  owing  to  the  stronger 
market,  that  business  might  even  be  done  at  a  higher  figure. 

I  am  now  approaching  the  language  you  read  or  partially  read 
[continuing  reading] : 

That  sellers,  who  have  been  very  patient  on  a  dull  market  for  the  last  six 
weeks,  have  accomplished  their  purpose  of  making  sales  at  full  prices  Is  not 
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surprising,  as  It  was  apparent  that  refiners'  reserve  stocks  were  working 
steadily  lower,  and  with  an  improved  demand  for  refined  before  them,  it  can 
be  only  a  comparatively  short  time  before  they  were  again  forced  into  the 
market  at  asking  prices. 

Mr.  Hoover.  You  will  agree  that  the  general  state  of  the  market 
had  been  dull  for  six  weeks,  which  is  the  point  in  discussion. 

The  Chairman.  I  do  not  care  to  get  into  a  discussion,  but  the 
language  of  the  context  is  very  different  from  the  statement  that 
sii^ar  prices  had  been  dull.  On  the  contrary,  that  showed  sugar 
prices  had  been  high — strong. 

Mr.  Hoover.  I  would  like  to  call  attention  to  the  figures  showing 
that  that  strength  began  on  the  28th  of  June,  while  these  statements 
you  are  calling  my  attention  to  were  made  in  the  month  of  May,  and 
did  not  materially  affect  the  prices  at  the  time. 

The  Chairman.  The  statement  relates  back  to  the  prices  that  had 
obtained,  and  of  course  would  cover  that  period ;  and  I  do  not  want 
to  have  any  discussion  about  it.  I  isimply  wanted  the  context  to  be 
in  correctly,  and  I  read  it  in,  and  that  speaks  for  itself. 

Senator  Lodge.  The  prices  advanced,  however,  after  that,  did  they 
not? 

Mr.  Hoover.  If  I  had  the  chart  that  was  introduced  here  I  would 
be  able  to  show  you  the  exact  point  where  prices  began  to  advance, 
which  was  somewhat  after  this  discussion  took  place. 

Senator  Lodge.  That  circular  you  read  was  in  June,  was  it  not? 

Mr.  Hoover.  June  28 ;  yes. 

Senator  Lodge.  It  was  up  to  5f  cents  then,  and  in  July  they  went 
to  5f . 

Mr.  Hoover.  And  in  August  as  high  as  7.77, 1  believe. 

Senator  Lodge.  Six  and  one-half,  cost  and  freight.  The  advance 
was  steady,  was  it  not  ? 

Mr.  Hoover.  If  you  would  allow  me  that  chart,  I  think  I  can 
show  you  that  the  advance  took  place 

Senator  Lodge.  I  have,  seen  that  chart. 

Mr.  Hoover.  That  the  advance  took  place  some  time  after  the  1st 
of  July,  and  more  acutely  in  August.  I  have  here  now,  in  fact,  a 
copy  of  the  chart,  showing  that  prices  descended  from  the  middle 
of  April  until  the  middle  of  June,  and  then  rose  fairly  steadily  until 
August;  and  therefore  if  my  statement  had  any  effect  on  prices 
it  must  have  been  rather  one  of  depression  than  otherwise. 

Senator  Lodge.  You  do  not  think,  then,  that  your  statement  about 
a  shortage  had  any  effect  on  prices? 

Mr.  HfoovER.  The  chart  does  not  show  it. 

Senator  Lodge.  Did  you  cease  to  suggest  a  shortage  in  foodstuffs 
on  the  20th  of  May? 

Mr.  Hoover.  No;  I  did  not  cease.  I  have  not  ceased  down  to  the 
present  moment,  and  we  continue  to  agitate  all  we  can  for  the  reduc- 
tion of  consumption  by  pointing  out  the  difficulties  in  the  world's 
food  supplies. 

Senator  Lodge.  How  about  the  domestic  crops? 

Mr.  Hoover.  I  have  not  the  detailed  figures  here.  Perhaps  you 
have  them. 

Senator  Lodge.  I  wanted  to  ask  you  about  the  domestic  crops  and 
get  your  estimate  on  those  ci*ops,  if  you  made  any  at  the  time. 
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Mr.  Hoover.  I  made  no  estimate  of  my  own.  I  had  no  machineiy 
for  making  an  estimate.  I  took  the  ordinary  trade  circulars  at  the 
time. 

Senator  Lodge.  Roughly,  how  did  you  estimate  the  domestic  crops! 

Mr.  Hoover.  I  do  not  recall  now.  I  merely  read  the  trade  figures 
at  the  time.  I  made  no  special  estimate  of  my  own.  It  was  not  until 
after  the  food  bill  passed  that  I  was  able  to  take  any  adequate  survey 
of  the  food  situation. 

Senator  Lodge.  Then  your  predictions  of  shortage,  that  made  of  a 
definite  reduction  of  1,500,000  tons  in  Cuba — ^your  predictions  of 
shortage  did  not  apply  to  the  domestic  crop,  because  you  did  not 
know  anything  about  it. 

Mr.  Hgover.  I  knew  what  the  ordinary  trade  prospects  were. 

Senator  Lodge.  I  will  have  the  figures  here  in  a  moment.  The 
Cuban  crop  turned  out  as  the  largest,  did  it  not,  that  we  have  ever 
had? 

Mr.  Hoover.  I  believe  so. 

Senator  Lodge.  I  have  not  here  the  estimates  for  the  crops  of  this 
year — I  mean  the  Hawaiian  crop  and  the  Porto  Rican  crop.  Beet 
sugar  is  not  in  this.  What  I  want  to  get  at  is  your  estimate  of  the 
domestic  crops — ^Louisiana,  Porto  Rico,  Hawaii,  and  the  beet  sugar.  I 
see  they  are  down  here  on  this.  The  Porto  Ri(5an  crop  was  somewhat 
larger,  I  think,  was  it  not?   ^ 

Mr.  Hoover.  I  have  not  the  figures  with  me.  I  suppose  those  are 
correct. 

Senator  Lodge.  I  had  the  figures  here,  and  I  must  have  mislaid 
them,  giving  the  comparative  crops;  but  roughly  speaking,  the 
domestic  crop  was,  if  anything,  somewhat  larger  than  the  crop  in 
the  previous  year.  Not  much;  about  the  same.  It  fell  off  in 
Louisiana,  and  increased  comparatively,  as  I  remember,  in  Porto 
Rico,  and  was  slightly  smaller  in  Hawaii,  making  the  total,  as  shown 
by  tnese  figures  here,  about  the  same  as  those  of  the  previous  year 
for  the  American  field.  I  have  here  figures  which  show  the  total 
sugar  crop  for  America,  including  the  British  West  Indies,  San 
Domingo,  Mexico,  Central  America,  and  South  America.  The  total 
in  America,  which  would  be  practically  all  accessible,  would  it  not. 
'o  the  allies — ^to  us? 

Mr.  Hoover.  Certainly. 
'  Senator  Lodge  (continuing).  Is  given  in  the  Sugar  Trade  Journal 
as  5,522,734  tons  as  against  6,822,225  tons  for  the  preceding  year,  so 
that  for  the  whole  American  field  was  a  larger  production  than  the 
preceding  year. 

Mr.  Hoover.  I  believe  so. 

Senator  Lodge.  Was  it  not  also  true  of  our  own  field ;  that  is,  did 
we  not  produce,  in  round  numbers — ^the  Cuban  crop  is  estimated 
here,  and  this  is  May  10 — at  3,000,000  tons,  but  we  have  later  figures 
than  that. 

The  Chairman.  It  is  3,600,000  tons. 

Senator  Lodge.  That  is  for  next  year,  1917-18? 

The  Chairman.  Yes. 

Senator  Lodge.  It  is  3,023,000  for  this  year.  This  is  the  latest, 
showing  the  crop.  It  is  3,023,000  for  this  year;  Louisiana,  271.000— 
I  am  giving  it  in  round  numbers — ^Texas,  6,000;  Porto  Rico,  448,000: 
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Hawaiian  Islands,  579,000;  the  West  Indians— that  is,  the  Danish 
Islands — ^7,787.  The  beet  sugar  crop  was  734,000  tons,  making,  in 
round  numbers,  for  what  may  be  called  the  United  States  proper,  in- 
cluding Cuba,  something  over  5,000,000  tons,  is  it  not? 

Mr-  Hoover.  I  shoula  think  that  is  probably  correct. 

Senator  Lodge.  At  what  do  you  estmiate  the  consumption  in  the 
United  States? 

Mr.  Hoover.  I  have  here  the  Department  of  Agriculture  figures 
for  the  fiscal  years.  For  the  fiscal  year  ending  June  30,  1914,  they 
gave  it  as  (fiscal  year  1913-14)  3,925,801  tons. 

Senator  Lodge.  Short  tons? 

Mr.  Hoover.  Long  tons.  For  the  year  1914-15  they  give  3,851,327 
tons. 

Senator  Lodge.  Long  tons? 

Mr.  Hoover.  Long  tons;  and  the  fiscal  year  1915-16  they  give 
3,553,733  tons.  Fiscal  year  ending  June  30, 1917,  they  give  3,777,640 
tons.  The  average  of  the  years  1914-1916  is  3,776,962  tons,  so  that 
the  consumption  for  the  fiscal  year  ending  June  30,.  1917,  according 
to  their  figures,  was  only  688,000  tons  above  the  normal.  I  will  say 
that  all  kinds  of  figures  may  be  obtained,  and  the  Department  of 
Agriculture,  I  think,  may  be  looked  upon  as  undoubtedly  reliable. 

Senator  Lodge.  I  was  looking  for  some  figures  which  I  could  not 
put  my  hands  on,  and  I  have  them  now.  They  are  for  the  fiscal  years, 
taken  from  the  Statistical  Abstract,  and  calendar  years,  calculated  by 
Willett  &  Gray.  Willett  &  Gray  for  the  calendar  year  of  1916  gave 
3,658,607  tons,  and  the  fiscal  year  consumption  of  sugar,  according  to 
the  statistical  estimate,  is  3,981,081  short  tons.  Willett  &  Gray  caTcti- 
late  short  tons  in  1916  at  4,097,640  tons.  Of  course  the  figures  are  not 
yet  complete  for  1917, 1  take  it. 

Mr.  Hoover.  There  is  a  wide  variation  in  all  of  the  figures,  and  I 
do  not  know  how  to  explain  it. 

Senator  Lodge.  This  makes  a  confusion  with  respect  to  short  and 
long  tons ;  but  I  think  the  Cuban  crop  is  fibred  in  long  tons,  and  I 
am  not  sure,  but  I  believe  our  domestic  crop  is  figured  in  short  tons. 

Mr.  Hoover.  A  good  deal  of  it. 

Senator  Lodge,  ft  makes  it  somewhat  difficult  to  get  at  the  figures. 
In  the  Bulletin  No.  6,  distributed  by  your  office,  there  is  something 
that  puzzles  me  very  much.  You  say  tne  normal  American  consump- 
tion IS  about  90  pounds  per  person  per  annum.  The  statistical  ab- 
stract gives  that  per  capita  consumption  at  78.13  pounds,  and  Willett 
&  Gray  at  79.34  pounds.    Which  is  correct? 

Mr.  Hoover,  lam  totally  unable  to  tell  you.  I  have  four  or  five 
different  estimates. 

Senator  Lodge.  You  state  90  pounds  per  person  per  annum. 

Mr.  Hoover.  I  could  find  out  where  that  estimate  came  from.  Our 
statistical  department  compiled  it. 

Senator  Lodge.  It  says  here  that  about  2,000,000  tons  must  come 
from  new  sources — ^that  is,  to  France,  Italy,  and  the  United  King- 
dom. 

Mr.  Hoover.  Yes. 

Senator  Lodge.  Is  that  after  allowing  for  the  reduction  in  con- 
sumption I 

Mr.  Hoover.  I  imagine  that  is  to  preserve  their  normal. 
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Senator  Lodge.  That  is  what  I  understand.  The  amount  they  are 
obliged  to  take  is  less  than  that,  is  it  not? 

Mr.  Hoover.  Yes.  They  preserved  a  fairly  normal  consumption 
up  to  some  time  in  May  or  June,  and  then  be^an  drastic  reductions 
when  they  saw  the  supplies  in  the  Western  Hemisphere  would  not 
be  suflScient. 

Senator  Lodge.  You  mean  they  did  not  begin  to  reduce  the  con- 
suniption  of  sugar  until  last  May? 

Mr.  Hoover.  They  did  not  maKe  any  very  great  reductions.  They 
made  some,  but  not  of  such  volume  as  they  put  in  force  along,  I  sup- 
pose, to  be  accurate,  in  July. 

Senator  Lodge.  Was  it  a  substantial  reduction? 

Mr.  Hoover.  Yes.  The  French  ration  was  reduced  to  750  granis, 
and  subsequently  to  500  grams  per  month. 

Senator  Lodge.  When  did  they  make  the  first  reduction  to  750? 

Mr.  Hoover.  I  do  not  remember  the  precise  date. 

Senator  Lodge.  Before  last  spring? 

Mr.  Hoover.  I  should  judge  so.  I  shall  have  to  find  out  for  you. 
I  can  find  out. 

Senator  Lodge.  How  much  did  you  estimate  they  had  to  get  from 
this  country? 

Mr.  Hoover.  There  are  two  reductions  in  force  that  should  be  borne 
in  mind — one  the  household  supply  and  the  other  the  manufacturing 
supply. 

Senator  Lodge.  I  understand. 

Mr.  Hoover.  And  the  reduction  first  goes  against  the  manufac- 
turer and  subsequently  against  the  householder. 

Senator  Lodge.  Of  course,  both  are  included  in  these  per  capita 
figures. 

Mr.  Hoover.  If  they  were  to  maintain  the  ration  in  force  in  Eng- 
land and  France  all  of  last  winter,  at  the  time  I  was  there,  we  esti- 
mated they  would  require,  I  think,  about  800,000  or  900,000  tons 
further.  I  shall  have  to  get  those  figures  out  for  you.  I  do  not 
carry  them  in  my  mind  as  to  definite  dates.  If  they  did  not  make 
drastic  reductions  in  August,  instead  of  taking  three  hundred  thou- 
sand and  odd  tons  from  both  ourselves  and  Cuba  after  that  date, 
they  would  have  had  to  take  in  something  over  500,000  tons. 

Senator  Kenton.  That  is  both  countries? 

Mr.  Hoover.  Yes.  Therefore,  what  they  did  get  was  purely  a 
reciprocal  of  what  we  were  able  to  spare  from  this  side. 

Senator  Lodge.  The  exports  of  refined  sugar,  January  1  to  Novem- 
ber 30,  1916,  amounted  to  648,406  tons  refined  and  730,933  tons  of 
Cuban  raws.  There  is  a  difference,  of  course,  in  the  amount  of 
refined  sugar  that  they  had  in  1917  and  in  1916,  and  a  difference  in 
the  amount  of  raws,  but  whether  refined  or  raw  these  sugars  all  came 
out  of  the  American  fields. 

Mr.  Hoo\'ER.  Yes;  both  those  last. 

Senator  Lodge.  And  the  total  in  1916  was  1,878,000  tons  and  in 
1917,  1,318,000  tons. 

Mr.  Hoover.  And  they  also  obtained  increases  from  Java  and  else- 
where? 

Senator  Lodge.  Yes;  but  I  am  speaking  of  what  they  got  out  of 
our  field.  I  shall  get  the  exact  figures  and  put  them  in  later,  but  I 
do  not  know  whether  those  exports  are  calculated  in  short  or  lonii; 
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tons.    Do  you  know  how  our  exports  are  calculated — in  short  or  long 
tons? 

Mr.  HoovEB.  No. 

Senator  Lodge.  We  can  find  out  bjr  asking  the  customs  authorities. 
Our  total  American  production,  United  States,  including  Cuba,  was 
something  over  5,000,000  tons.  Take  out  1,300,000  tons  and  that 
leaves  about  3,700,000  tons,  which  is  pretty  nearly  the  average  con- 
suniption,  is  it  not? 

Mr.  Hoover.  It  depends  on  whether  it  is  calculated  in  short  or 
long  tons,  to  start  with,  and  also  Canada  has  to  be  provided  for. 

I^nator  Lodge.  Don't  you  know  how  that  is  figured  ?  I  have  it  in 
short  tons  and  long  tons,'  both, 

^fr.  Hoover.  I  have  the  consumption  in  long  tons. 

Senator  Lodge.  I  have  it  in  both  short  and  long  tons.  They  give 
it  in  the  Sugar  Trade  Journal  simply  as  tons;  they  do  not  say 
whether  long  or  short.  I  shall  have  the  figures  in  long  tons  iti  a 
moment.  I  knew  some  of  the  domestic  tonnage  was  figured  in  short 
tons,  but  are  not  the  sugar  statistics  given  in  long  tons,  as  a  rule? 
Take  Willett  &  Gray,  for  instance — ^leaving  out  beet  sugar. 

_Mr.  Hoover.  That  I  do  not  recollect.  Tliere  is  some  one  here  who 
will  probably  know.  I  have  some  of  Willett  &  Gray's  statements  here, 
in  which  they  are  given  in  long  tons  for  total  consumption. 

Senator  Lodge.  Yes;  I  understand  they  are  given  in  long  tons,  and 
T  have  also  Willett  &  Gray's  figures.  They  put  the  long  tons  at 
3,658,607  for  1916.  I  was  in  hopes  you  would  have  those  figures 
already  worked  out  in  that  way.  Have  you  not  got  them  at  your 
office  worked  out  on  the  basis  of  short  or  long  tons? 

Mr.  Hoover.  Yes;  I  can  get  them  for  you. 

Senator  Lodge.  Including  the  beet-sugar  crop? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  I  merely  want  to  get  some  total  figures  that  we 
can  go  on. 

mr.  Hoover.  I  have  thought  the  committee  had  the  figures  before 
them,  or  I  should  have  brought  them. 

Senator  Lodge.  We  have  all  of  the  figures,  but  it  is  this  trouble 
about  long  and  short  tons.  The  total  number  of  long  tons  of  the 
United  States  and  Cuba,  1916-1917,  was  4,336,765,  and  the  beet-sugar 
crop  is  734,000  tons. 

Mr.  Hoover.  I  have  a  note  here  from  my  secretary  saying  that 
Willett  &  Gray's  figures  are  in  long  tons  unless  otherwise  specified, 
and  that  applies  to  their  figures  for  consumption  and  export;  but 
the  Government  export  reports  are  in  short  tons,  as  also  the  domestic 
reports. 

Senator  Lodge.  Yea  The  Government  report  is  in  short  tons  and 
Willett  &  Gray  have  long  tons  reduced  to  short  tons,  unless  otherwise 
specified.  They  have  got  that  as  734,577  tons.  That  would  make 
5,071,542  tons  as  the  total  of  what  we  may  call  the  United  States 
field;  and  the  United  Kingdom  and  Europe — which  I  suppose  means 
France  and  Italy — took  1,318,463  tons.  That  leaves  just  what  T 
stated  in  round  numbers,  3,753,079  long  tons,  for  consumption. 

Mf.  Hoover.  From  which.  Senator,  you  also  have  to  provide  for 
Canada  and  sundrv  neutrals,  South  American  and  otherwise. 

Senator  Lodge.  Well,  we  have  the  Canadian  import — 3,515  tons  of 
Cuban  raws. 
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Mr.  Hoover.  The  Canadians  consumed  nearly  300,000  tons. 

Senator  Lodge.  I  was  speaking  of  their  draft  on  the  Cuban  crop. 

Mr.  Hoover.  They  have  to  get  it  either  through  here  or  from  Cuba. 

Senator  Lodge.  They  took  the  raws  and  have  been  refining  their 
own  sugar.  That  was  for  this  year.  So  that  you  think  we  ought 
to  be  prepared  to  supply  between  1,300,000  and  1,400,000  tons? 

Mr.  Hoover.  Well,  it  is  a  little  difficult  to  approach  it.  We  have 
made  as  careful  an  estimate  as  we  can  of  next  year's  probabilities  in 
trying  to  get  at  this  crop. 

Senator  Lodge.  Judging  from  the  past,  that  would  be  about  it.  It 
was  1,378,000  last  year  and  1,318,000  this  year. 

Mr.  Hoover.  The  amount  that  they  wish  to  draw  from  the  Western 
Hemisphere  is  rather  larger  next  year,  but  it  is  confused  with  the 
Java  question. 

Senator  Lodge.  Yes.  Of  course,  if  they  could  get  that  stored 
supply  of  Java  it  would  relieve  the  situation. 

Mr.  Hoover.  Entirely. 

Senator  Lodge.  But  do  those  figures  leave  a  serious  shortage  in  the 
United  States? 

Mr.  Hoover.  My  impression  is  that  the  revolution  situation  left  us 
short  a  matter  of  about  300,000  tons. 

Senator  Lodge.  For  the  year? 

Mr.  Hoover.  Well,  it  impinged  on  the  last  quarter  of  the  year. 

Senator  Lodge.  If  you  assume  that^  the  Canadian  requirement  is 
that 

Mr.  Hoover.  The  Canadian  requirement  must  be  close  to  it,  because 
we  are  providing  the  Canadians  with  320,000  tons  in  our  estimates 
next  year. 

Senator  Lodge.  Yes;  but  our  consumption  in  long  tons  was  3,- 
658,000  for  the  calendar  year  1916. 

Mr.  Hoover.  That  is  higher  than  the  previous  years. 

Senator  Lodge.  No;  it  was  3,801,000  in  1915  and  3,760,000  in  1914. 

Mr.  Hoover.  3,743,000  in  1913,  3.760,000  in  1914,  3,801,000  in  1915, 
and  3,658,000  in  1916.    It  shows  a  falling  off  in  1916. 

Senator  Lodge.  Yes ;  a  falling  off  in  1916.  ^ 

Mr.  Hoover.  That  is  only  another  indication  of  the  difficulty  of 
these  figures.  The  consumption  figures  must  bear  a  relation  to  the 
stocks  in  the  country,  which  are  very  difficult  to  determine. 

Senator  Lodge.  The  Bureau  of  Statistics  and  Willett  &  Grey  agree 
\n  the  proportions.  That  is  to  say,  one  is  calculated  in  short  tons. 
In  fact,  Willett  &  Grey  are  a  little  bit  higher  than  the  Government 
The  Government  piits  the  consumption  at  3,980,000  short  tons  for 
1916,  while  Willett  &  Grey  put  it  at  4,097,000. 

Mr.  Hoover.  I  understana  that  all  those  figures  are  based  on  simply 
taking  into  account  the  stocks  of  raw  sugar  lying  in  the  refinery  or 
warehouse  and  do  not  take  into  account  the  variable  amount  of  stocks 
of  refined  sugar  in  the  country.  It  might  well  vary  by  200,000  tons; 
so  that  the  consumption  can  not  be  accurately  figured  on  simply  these 
import  and  export  statistics,  less  that  minor  proportion  of  stocks. 

Senator  Lodge.  No  ;  what  I  was  endeavormg  to  get  at  was  ,what 
was  required  normally  in  the  United  States,  without  any  attempt  at 
saving.  The  production  of  the  United  States  field,  including  Cuba, 
comes  pretty  near  giving  the  supply  that  the  allies  nave  taken  in  the 
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last  two  years  and  the  normal  consumption  of  the  United  States  and 
Canada. 

Mr.  Hoover.  Just  my  impression  is  that  it  left  us  about  800,000 
tons  short. 

Senator  Lodge.  Yes ;  about  the  Canadian  consumption  last  year. 

Mr.  Hoover.  Yes. 

Senator  Lodge.  About  that.  It  has  been  stated  here  in  testimonv 
that  there  has  been  a  greatly  increased  consumption  of  sugar  in  the 
United  States  in  the  past  year.    The  figures  do  not  bear  that^out. 

Mr.  Hoover.  Those  figures  are  based  on  a  comparison  with  1916, 
which  was  apparently  an  abnormally  low  year.  If  we  take  the  three 
years  before  that,  the  consumption  this  year,  so  far  as  the  Agricul- 
tural Department's  statistics  go,  shows  no  appreciable  increase  in 
consumption. 

Senator  Lodge.  No  appreciable  increase? 

Mr.  Hoover.  No. 

Senator  Lodge.  But  no  decrease? 

Mr.  Hoover.  No. 

Senator  Lodge.  It  was  stated  here  in  testimony  a  great  deal  of 
sugar,  an  unusual  amount,  had  gone  into  canning. 

Mf .  Hoover.  I  think  that  is  undoifbtedly  the  case. 

Senator  Lodge.  You  recommended  that,  did  you  not? 

Mr.  Hoover.  I  did.  Primarily,  the  Department  of  Agriculture 
undertook  that  campaign ;  but,  of  course,  we  were  all  in  favor  of  it. 

Senator  Lodge.  I  think  you  made  a  statement  in  regard  to  it. 

Mr.  Hoover.  We  have  been  in  favor  of  it,  if  that  is  the  point — 
very  much  so.  It  has  a  large  conservation  value  to  preserve  the 
fruit. 

Senator  Kenton.  Mr.  Hoover,  while  they  are  rationing  people  in 
England  on  sugar,  they  are  permitting  them,  are  they  not,  to  use  any 
quantity  of  sugar  in  the  mating  of  jams? 

Mr.  Hoover.  They  are  encouraging  it  in  every  possible  way. 

Senator  Kenton.  On  the  theory  that  it  is  a  measure  of  conser- 
vation ? 

Mr.  Hoover.  It  is  a  measure  of  sugar  conservation,  in  fact.  Sugar 
goes  farther  in  jam  than  it  does  as  sugar. 

Senator  Kenton.  That  is  your  idea  as  to  the  canning  ? 

Mr.  Hoover.  That  is  our  view  as  well. .  Also  it  saves  butter.  , 

Senator  Lodge.  The  statement  on  sugar  occurs  in  Bulletin  No.  2, 
It  says : 

The  home  should  be  the  center  for  the  production  and  storing  of  canned 
fruits  and  vegetables,  Jellies,  and  preserves.  It  should  have  Its  bags  and  boxes 
of  dried  fruits,  vegetables,  and  cereals.  By  the  use  of  sugar  in  preserving 
fruits  and  fruit  Juices,  we  can  save  materially  on  butter? 

Mr.  Hoover.  That  has  proved  to  be  the  case  in  all  European 
experience. 

Senator  Lodge.  And  therefore  the  increased  demand  for  sugar  for 
canning  was  recommended  by  your  administration? 

Mr.  Hoover.  Absolutely. 

Senator  Lodge,  You  have  also  done  a  great  deal  in  the  direction 
of  promoting  conservation  of  food  products,  and  particularly  sugar, 
have  you  not? 

Mr.  Hoover.  We  have  done  as  much  as  we  could  do  from  a  purely 
voluntary  point  of  view  and,  I  think,  more  or  less  equalized  the 
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increased  amount  that  went  into  canning  by  a  reduction  in  consump- 
tion, so  that  we  have  diminished  the  dimculties  by  that  amount 

Senator  Lodge.  Of  course  it  is  impossible  to  get  anything  resem- 
bling accurate  figures  as  to  what  amount  has  been  saved. 

Mr.  Hoover.  No.  The  only  real  indications  are  the  reports  of  the 
candy  manufacturers  of  decreased  sales,  and  that  sort  of  thing. 

Senator  Lodge.  Judging  from  my  own  neighborhood,  f rom  jBoston, 
there  has  been  a  great  deal  of  saving. 

Mr.  lIoovER.  ll)elieve  there  has  been  a  very  great  deal  throughout 
the  country.  ' 

Senator  Lodge.  And  that  includes  sugar? 

Mr.  Hoover.  Ves,  sir. 

Senator  Lodge.  Do  you  expect  an  increase  in  the  saving  of  sugar  in 
the  coming  year? 

Mr.  Hoover.  On  the  program  which  we  have  worked  out  together 
with  the  allies,  we  coula  get  through  next  year  if  we  could  make  a  re- 
duction of  about  300,000  tons — it  is  a  close  shave — ^in  our  consump- 
tion ;  say  10  per  cent.  How  far  that  can  be  accomplished  is  yet  to  oe 
seen.  It  certainlv  could  be  accomplished,  I  might  mention,  if  we  had 
some  legislation  by  which  we  could  control  the  manufacture  and  use 
of  sugar,  • 

Senator  Lodge.  You  mean  candy  and  soft  drinks  and  thin^  of 
that  sort? 

Mr.  Hoover.  Yes. 

Senator  Lodged  Have  you  recommended  a  limit  of  three  pounds 
per  month  for  each  person  ? 

Mr.  Hoover.  Yes ;  during  this  period. 

Senator  Lodge.  During  the  coming  year? 

Mr.  Hoover.  No;  untu  such  a  time  as  we  can  see  our  way  more 
clear.  These  recommendations  that  we  make  are  made  from  time  to 
time  as  the  situation  develops. 

Senator  Lodge.  That  would  mean  a  per  capita  consumption  of  36 
pounds  per  year,  would  it  not  ? 

Mr.  Hoover.  For  household  consumption. 

Senator  Lodge.  But  the  per  capita  figures  here  that  we  have  from 
the  total  consumption  of  sugar  of  course  include  all  sugar  consumed 
in  any  way. 

Mr.  Hoover.  Quite  true.  Our  rough  estimate — ^I  may  say  that  these 
figures  are  very  obscure,  eVen  after  a  great  deal  of  study,  as  to  the 
ratio  of  sugar  used  in  manufacture  as  against  household  purposes— 
our  rough  view  is  that  the  household  consumption  is  somewhere  from 
50  to  55  pounds,  and  we  are  recommending  36  pounds  to  get  over  this 
difficult  period.  My  one  desire  would  be  to  give  the  normal  consump- 
tion for  nousehold  purposes. 

Senator  Lodge.  These  per  capitas  that  we  have  been  considering 
here,  which  you  put  at  90  and  which  they  put  at  74  or  78 

Mr.  Hoover.  1  think,  Senator,  I  might  inject  there  that  in  most  of 
the  statements  we  have  gotten  out  80  has  been  the  figure  used. 

Senator  Lodge.  Well^  it  is  in  the  neighborhood  of  75  pounds.  Now, 
that  is  arrived  at  by  simply  taking  the  total  consumption  of  sugar 
and  dividing  it  by  the  total  number  of  people  in  the  country. 

Mr.  Hoover.  That  is  it. 

Senator  Lodge.  It  draws  no  distinction  between  what  goes  into 
manufactures  and  what  is  consumed  in  the  household. 
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Mr.  Hoover.  No. 

Senator  Lodge.  Senator  Kenyon  wants  to  blow  what  your  estimate 
is  of  the  lowest  amount  of  sugar  that  a  normal  human  being  requires. 
I  am  unable  to  answer  that  myself. 

Mr.  Hoover.  That  is  more  or  less  a  question  of  morale.  The  use 
of  sugar  has  grown  during  the  last  100  years  into  our  culinary  and 
dietetic  life  to  act  as  a  sort  of  binding  material  on  which  our 
cuisine  so  largely  revolves.  Therefore  the  maintenance  of  the  house- 
hold consumption  is  desirable  beyond  all  question;  and  to  cut  the 
sugar  consumption  in  the  household  too  low  has  a  more  depressing 
effect,  infinitely,  on  a  population  than  to  cut  off  its  manufacturing 
use. 

Senator  Kenton.  Have  not  France  and  England  figured  out  some 
amount  that  a  normal  ifxuman  being  must  have,  and  tried  to  ration 
them? 

Mr.  Hoo\'ER.  Their  belief  is  that  it  should  not  fall  below  2  pounds 
for  the  household  consumption. 

Senator  Louxie.  Two  pounds  per  capita? 

Mr.  Hoover.  Yes.  They  are  running  lower  than  that  at  the 
moment. 

Senator  Jones.  Two  pounds  per  capita  per  month? 

Mr.  Hoover.  Per  month. 

Senator  Lodge.  Is  it  not  also  true  that  among  the  soldiers  in  the 
field  there  is  a  great  craving  for  sugar  and  sweet  things? 

Mr.  Hoover.  There  is;  and  the  consumption  of  the  soldiers  is 
enormously  increased.  It  probably  runs  into  100  or  120  pounds  per 
capita  per  annum ;  and  that  very  fact  of  this  mass  of  soldiers  in  that 
position  gi*eatly  obscures  all  questions  of  European  reduction  in  con- 
sumption, because  they  have  put  no  limits  on  the  soldiers'  use  of 
sugar.  In  fact,  in  some  cases  they  issue  sugar  as  a  special  ration  for 
hard  work. 

Senator  Lodge.  You  also  state  in  one  of  these  bulletins  that  there 
has  been  an  increased  demand  for  sugar  in  what  is  known  as  dry 
territory. 

Mr.  Hoover.  Yes.    That,  I  think,  has  developed. 

Senator  Lodge.  But  according  to  the  figures  we  receive,  all  of  that 
seems  to  be  in  some  wa^  offset — ^the  increase  in  canning  an4  the 
increase  in  the  dry  territory — it  seems  in  some  way  to  be  offset, 
probably,  as  you  suggest,  by  the  amount  of  saving. 

Mr.  Hoover.  I  believe  so. 

Senator  Lodge.  If  we  should  reduce  the  per  capita  consumption 
to  3  pounds,  that  would  make  36  pounds  a  year. 

Mr.  Hoover.  That  is,  household  consumption;  yes. 

Senator  Lodge.  Yesj  household  consumption.  Have  you  no  esti- 
mate as  to  the  proportion  of  consumption  between  household  con- 
sumption and  what  we  may  call,  roughly,  manufacturing  consump- 
tion! 

Mr.  Hoover,  Our  rough  estimates  show,  as  I  said,  from  50  to  54 
pounds  household  consumption,  and  the  balance  up  to  80,  let  nie  say, 
for  manufacturing  consumption. 

Senator  Lodge,  ^ut  I  mean  the  percentage  consumed  in  the  house- 
hold. 
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Mr.  Hoover.  I  may  say  that  we  had  a  study  made  of  this,  and  the 
figures  by  different  persons  vary  all  the  way  from  20  per  cent  for 
manufacturing  purposes  to  60. 

Senator  Lodge.  That  is  rather  a  wide  margin. 

Mr.  Hoover.  And  we  have  at  the  present  moment  no  machinery 
for  getting  an  accurate  estimate  of  it.  There  are  some  manufactur- 
ing uses  of  sugar  which  could  be  suppressed  without  throwing  the 
country  into  any  difficulty,  such  as  its  use  in  tanning  leather  and 
things  of  that  kind. 

Senator  Lodge.  It  is  not  possible  to  tell  accurately  on  the  per 
capita  figures. 

Mr.  Hoover.  No.  We  are  conducting  a  study  at  the  present  mo- 
ment which  I  hope  will  illuminate  the  matter. 

Senator  Lodge.  I  mean  to  divide  them  int6  the  different  items. 

Mr.  Hoover.  It  is  very  difficult.  The  difficulty  lies  in  the  fact  that 
so  much  of  the  manufactured  suffar  is  bought  from  the  retail  trade — 
the  little  local  manufacturers  of  soft  drinks  and  of  candy,  etc.,  who 
buy  from  the  local  retailer — so  that  if  we  separate  the  trade  into  the 
direct  saleg  from  refiners  to  manufacturers  and  from  refinei-s  to 
retailers  we  do  not  secure  the  whole  picture. 

Senator  Lodge.  But  if  the  people  generally  complied  with  the 
desire  to  reduce  the  consumption  to  3  pounds  for  each  person  that 
would  make  a  very  large  reduction,  would  it  not? 

Mr.  Hoover,  It  would,  and  I  hope  it  is  a  larger  reduction  than 
will  be  necessary. 

Senator  Lodge.  Basing  that  on  the  rough  fibres  of  the  per  capita 
consumption,  which  are  obtained  simply  by  dividing  the  total  sugar 
by  the  total  number  of  people,  basing  it  on  that,  with  a  reduction  to 
3  pounds  per  capita,  or  36  pounds  a  year,  the  domestic  production  in 
the  United  Stateg  being  roughly  2,100,000  tons,  which  is  about  44 
pounds  per  capita,  our  own  domestic  sugar  without  regard  to  Cuba 
would  be  able  to  supply  the  whole  country,  would  it  not? 

Mr.  Hoover.  If  we  eliminated  practically  the  whole  manufacturing 
use  of  sugar,  which  I  do  not  think  would  be  desirable. 

Senator  Lodge.  But  in  that  per  capita  consumption  there  the  totals, 
of  course  the  manufacturing  use  is  included. 

Mr.  Hoover.  Oh,  yes. 

Senator  Lodge.  In  some  way  the  American  people  consume  75 
pounds  of  sugar  per  capita  per  year. 

Mr.  Hoo\'ER.  If  we  could  reduce  it  to  44,  we  would  get  within  our 
own  production,*  approximately. 

Senator  Lodge.  We  would  get  within  our  own  production.  You 
do  not  think  it  would  be  possible,  then,  to  bring  tne  manufacturing 
consumption  predicated  on  a  per  capita  basis  down  as  low  as  the 
household  consumption? 

Mr.  Hoover.  I  do  not  know  as  jet  how  far  that  can  be  done  and 
how  far  it  is  desirable,  but  there  is  so  large  an  industry  founded  on 
the  manufacture  of  sugar,  and  it  affects  to  so  large  an  extent  people 
of  a  character  that  can  not  find  employment  in  other  industry  that 
it  is  a  serious  proposition  as  to  how  far  one  would  want  to  force  a 
reduction  in  the  consumption  of  manufactured  sugar.  I  understand 
that  about  250^600  people  are  employed  in  the  candy  industry,  for 
instance,  and  it  would  be  a  serious  thing  to  throw  those  people 
entirely  out. 
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Senator  Lodge.  Extremely. 

Mr.  Hoover.  It  is  therefore  desirable  to  approach  it  from  another 
point  of  view,  endeavoring  to  reduce  the  actual  amount  of  the  sugar 
consumed  by  those  industries  to  some  figure  that  would  ameliorate 
the  situation  and  allow  them  to  continue. 

Senator  Lodge.  Would  it  be  possible  to  bring  them  down  to  8 
pounds  a  month  per  capita? 

Mr.  Hoover.  I  would  not  want  to  say  how  far  it  could  be  done.  I 
think  they  could  reduce  by  20  per  cent  without  injuring  their  busi- 
ness materially.  If  they  reduce  the  consumption  of  susar,  that  does 
not  mean  that  they  could  not  make  sweetmeats  to  somewnat  near  their 
previous  output. 

Senator  Lodge.  Ought  not  that  saving  as  proposed,  based  on  S 
pounds  per  capita,  do  a  great  deal  more  than  close  the  gap  between 
the  supply  in  the  ITnited  States  field  and  the  demands  on  it? 

Mr.  Hoo^t:r.  If  it  had  universal  adherence  it  would  more  than 
make  up  the  case  for  next  year,  when  the  supplies  become  more  freely 
available.  For  the  present  juncture,  it  is  bdow  what  would  be  called 
for. 

Senator  Lodge.  Before  we  recess,  I  should  like  to  ask  Mr.  Hoover 
if  he  would  be  kind  enough  to  bring  with  him  this  afternoon  all  the 
food  bulletins  that  have  been  issued,  especiallv  those  referring  to 
sugar.  We  have  some  here,  but  I  do  not  know  whether  we  have  them 
all.  The  committee  would  be  obliged  if  you  would  bring  the  press 
bulletins  or  statements,  or  anything  of  that  sort  issued  durmg  the  last 
30  days. 

Mr.  Hoover.  I  may  not  be  able  to  get  them  by  2.15,  but  I  will  get 
them  as  quickly  as  possible. 

(Thereupon,  at  12.55  o^clock  p.  m.,  the  subcommittee  took  a  recess 
until  2.15  o'clock  p.  m.) 

afternoon  session. 

The  committee  met,  pursuant  to  the  taking  of  the  recess,  at  2.15 
o'clock  p.  m. 

TESTIHONT  OF  HEBBERT  HOOVEBr— Besiimed. 

Senator  Lodge.  Before  taking  up  the  matter  of  prices,  Mr.  Hoover, 
I  wish  to  ask  you  in  regard  to  the  Java  sugar.  There  is  a  large 
amount  of  sugar  in  Java  at  this  time,  is  there  not? 

Mr.  Hoover.  It  varies  from  800,000  to  1,200,000  tons. 

Senator  Lodge.  Estimated,  roughly,  at  something  ovfcr  800,000 
tons? 

Mr.  Hoover.  Yes. 

S^iator  Lodge.  Has- there  been  any  opportunity  during  the  past 
six  or  eight  months  to  get  any  of  that  su^ar? 

Mr.  Hoover.  As  soon  as  the  Food  Administration  was  formed,  they 
made  a  very  great  effort,  in  the  months  of  August  and  September, 
trying  to  secure  some  Java  supply.  We  endeavored  to  ge^  some  boats 
set  aside  by  the  Shipping  Board. 

Senator  Lodge.  Just  there,  before  you  go  on:  There  were  at 
Manila  some  German  freighters  fliat  we  had  taken  over,  were  there 
not^ 
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Mr.  Hoover.  Yes,  sir. 

Senator  Lodge.  I  have  not  looked  it  up,  but  I  have  seen  that  there 
were  some  20  or  25  freighters  there. 

Mr.  Hoover.  I  do  not  know  the  number.  I  do  not  think  that  num- 
ber, however. 

Senator  Lodge.  But  there  were  some  German  freighters  there? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  Which  were  not  transports  t 

Mr.  Hoover.  Yes. 

Senator  Lodge.  Did  you  make  an  effort  to  secure  those  boats? 

Mr.  Hoover.  We  did,  and  at  one  time  we  had  some  little  prospect 
that  we  might  be  able  to  secure  some  sugar  that  way ;  but  it  devel- 
oped that  other  cargo  was  more  necessary,  and  the  Shipping  Board 
diverted  them  to  other  purposes. 

Senator  Lodge.  Do  you  know  what  other  purposes  they  were 
diverted  to? 

Mr.  Hoover.  No  ;  I  do  not  recollect  now. 

Also,  we  endeavored  to  secure  the  Japanese — that  the  Japanese 
should  transport  some  sugar  here,  but  they  were  unable  to  undertake 
it.  And  we  made  efforts  to  secure  some  Dutch  tonnage,  but  we  were 
unable  to  secure  that 

Senator  Lodge.  But  this  tonnage  that  was  in  control  of  the  United 
States  was  there  at  Manila? 

Mr.  Hoover.  I  presume  so.  They  brought  Manila  sugar,  some  of 
them. 

Senator  Lodge.  And  they  could  have  been  used  to  bring  the  Java 
suffar? 

Mr.  Hoover.  Well,  I  presume  so;  but  it  was  beyond  our  power. 

Senator  Lodge.  I  know;  but  you  were  refused  by  the  Shipping 
Board  ? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  If  that  Java  sugar  could  have  been  brought  by 
these  vessels  in  one  or  two  voyages,  it  would  have  had  a  very  great 
effect  on  the  situation  in  this  country  ? 

Mr.  Hoover.  To  have  brought  100,000  or  200,000  tons  of  sugar  from 
Java  would  have  required  a  vastly  larger  number  of  ships  than  were 
available.    We  mi^ht  ha\^  gotten  possibly  20,000  or  80,000  tons. 

Senator  Lodge.  No  more  f 

Mr.  Hoover.  It  is  a  very  long  voyage^  and  I  doubt  whether  they 
could  have  gotten  much  more.  At  one  time  we  contemplated  trjing 
to  get  40,000  tons  a  month ;  that  was  our  outside  hope,  but  we  failed 
on  that. 

Senator  Lodge.  If  you  had  had  those  vessels  and  brought  that 

sugar  here 

Mr.  Hoover.  It  would  have  done  something  to  have  helped.  It 
would  have  had  an  important  effect. 

Senator  Lodge.  As  to  the  matter  of  prices,  there  was  an  effort 

made — ^has  been  an  effort  made — ^to  take  the  price  of  sugar  in  different 

forms  out  of  the  operation  of  the  natural  laws  of  supply  and  demand. 

Mr.  Hoover.  Yes^  sir;  to  this  conception,  that  the  sale  of  sugar 

beyond  a  certain  price  would  constitute  extortion  and  profiteering. 

Senator  Lodge.  Yes.  Well,  I  mean  there  has  been  an  effort  to  take 
them  by  artificial  means  out  of  the  operation  of  the  law  of  supply  and 
demand? 
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Mr.  Hoover.  That  is.  we  have  set  up  voluntary  agreements  and 
put  restrictions  about  the  price  they  should  give,  which  prevented  a 
rise  in  sugar. 

Senator  Lodge.  Well,  that  is  a  matter  of  deduction ;  that  is  a  matter 
of  opinion.  But  that  was  done.  It  is  not  worth  while  our  differing 
about  terminology.  In  principle  it  is  the  same,  whether  you  have 
voluntary^  agreements  or  whether  you  have  laws  or  combinations,  or 
whatever  it  is,  it  is  an  effort  to  take  a  given  article  out  of  the  operation 
of  the  natural  laws? 

Mr.  Hoover.  Yes ;  I  considered  that,  when  there  was  a  short  supply 
and  practically  a  famine  situation,  the  law  of  supply  and  demand  was 
practically  suspended  as  an  economic  practice,  anyway. 

Sentor  Lodge.  You  are  very  familiar  with  economists ;  you  are  fa- 
miliar with  history.  Has  price  fixing  in  the  past  ever  been  a  success, 
or  undertaking  to  set  aside  the  laws  of  supply  and  demand  by  any 
arrangement  been  a  success  in  the  long  run  5 

Mr.  Hoover.  Not  over  a  long  period  of  years ;  but  in  an  emergency 
situation  such  as  this  is  it  has  been  a  success.  I  do  not  know  how 
Ions;  and  under  what  conditions  it  would  last. 

I^nator  Lodge.  When  it  was  very  elaborately  tried  during  our  Rev- 
olution and  during  the  French  devolution — I  think  of  those  two 
cases — ^was  there  any  case  there  where  it  worked? 

Mr.  Hoover.  I  am  not  familiar  with  those  historic  instances.  I 
only  base  my  familiarity  with  the  beginning  of  this  war. 

Senator  Lodge.  If  there  are  any  historic  cases  I  should  be  glad  to 
have  you  point  them  out. 

Now,  so  much  for  this  country.  How  did  price  fixing  work  in 
France  and  Germany? 

Mr.  Hoover.  It  has  worked  with  variable  success. 
Senator  Kenton.  What  is  the  answer? 

ISt.  Hoover.  It  has  worked  with  variable  success.  My  impression 
is  and  my  conception  is  that  it  has  greatly  retarded  the  rise  01  prices; 
we  can  put  it  that  strong.  In  cases  I  think  it  has  actually  effected  re- 
ductions in  prices. 

Senator  Ix)dge.  The  evidence  on  that  point  is  somewhat  conflicting, 
is  it  not? 

Mr.  Hoover.  We  have  the  general  fact  that  the  prices  in  European 
cotmtries  are  more  moderate  than  they  have  been  here. 

Senator  Lodge.  Did  it  not  bring  up  other  difficulties — ^increase 
shortage? 

Mr.  Hoover.  I  do  not  know  whether  that  necessarily  follows  or 
not. 

Senator  Lodge.  I  was  not  on  the  CTOund,  of  course. 
Mr.  Hoover.  It  is  difficult  to  aetermine  whether  the  shortages 
would  have  happened — ^such  shortages  were  happening — whetner 
they  did  happen  from  that  cause  or  other  causes,  or  what  proportion 
of  the  causes  had  that  effect. 

Senator  Lodge.  You  probably  know  about  the  authority  I  am  going 
to  cite,  Gustave  LeBon,  who  is  one  of  the  great  scientific  men 
of  France,  a  distinguished  biologist,  and  also  publicist.  Some  of  his 
books  on  psychology  are  very  well  known — for  instance,  a  book  which 
he  wrote  many  years  ago,  which  was  translated  into  many  languages, 
called  "The  Psychology  of  the  Crowd.''    He  wrote  another  book 


582  SHORTAGE   OF   SUGAR. 

called  "  The  Psychology  of  Education,"  and  another,  "  The  Psychol- 
ogy of  Politics,"  and  "  of  Socialism."  He  has  made  a  pretty  elaborate 
study  of  the  mental  operations  of  masses  of  men  in  contradistinction 
to  the  individual  mind.  He  has  published  recently  another  book 
in  which  he  collects  data  on  the  psychologic  conditions  of  many 
people.  I  say  that  to  you  in  introduction  of  what  I  am  about  to 
say.  Among  the  many  things  the  operation  of  which  on  the  popular 
mind  he  treats  of  is  this  price  fixmg  which  took  place  in  France 
and  in  this  country,  and  he  lays  great  emphasis  on  the  reversion  to 
the  old  ideas  of  the  French  Revolution,  and  he  points  out  in  his  cita- 
tions of  authorities  the  effect  on  the  price  of  sugar,  among  other 
articles,  both  in  France  and  in  Germany,  and  the  authorities  he  cites 
all  seem  to  show  that  it  was  not  successful  and  was  in  a  large  measure 
abandoned  in  both  countries. 

Mr.  Hoover.  On  the  other  hand,  it  must  be  manifest  that  all  of 
the  countries  of  to-day's  war  in  Europe  have  been  fixing  prices  to  a 
greater  or  less  degree,  and  an  increasing  degree  as  the  war  went  on. 
until  I  think  they  have  pretty  well  covered  the  range  of  commodities 
now. 

Senator  Lodge.  I  am  not  speaking  of  the  Government  taking  pos- 
session of  a  product  and  rationing  the  people.  That  is  a  different 
proposition. 

Mr.  Hoover.  No;  they  have  fixed  the  prices  as  well. 

Senator  Lodg^j.  What  prices  have  they  fixed  ? 

Mr.  Hoover.  They  have  established,  in  England,  maximum  prices 
for  flour — wheat  flour — and  bread.  Thej'^  have  also  established  prices 
for  meats,  for  pork  products,  and  I  am  not  sure  whether  there  is  a 
fixed  price  for  sugar  or  not.  Probably  there  is  a  fixed  profit  for  re- 
handling  sugar,  bcQause  it  is  imported  by  the  Govermnent,  and  the 
price  is  not  necessarily  to  be  fixed. 

Senator  Lodge.  You  mean  they  have  fixed  the  price  to  the  trade. 
and  have  not  taken  possession  of  the  article? 

Mr.  Hoover.  They  have  taken  possession  automatically  of  the 
wheat.  They  have  fixed  prices  for  the  intermediate  stages  from 
thence  on  for  the  bread  products.  For  potatoes  they  fixed  the  price 
without,  so  far  as  I  know,  having  possession  of  the  property.  They 
fixed  prices  for  pork  products,  and  for  fat  products. 

Senator  Lodge.  Without  taking  possession  of  the  commodities? 

Mr.  Hoover.  No;  and  they  have  had  control  of  a  certain  propor- 
tion of  imports. 

Senator  Lodge.  You  mean  they  have  established  prices  by  law? 

Mr.  Hoover.  Yes ;  by  legislation. 

Senator  Lodge.  And  it  has  worked  well? 

Mr.  Hoover.  I  do  not  consider  that  any  of  these  economic  inter- 
ventions ever  work  with  complete  success.  They  are  the  lesser  of  two 
cvila  The  other  extreme  of  the  dilemma  is  high  cost  of  living,  con- 
stant vacillations  of  the  wage  scale,  and  difficulties  that  the  country 
is  plunged  into  by  the  rise  of  wages  and  the  consequent  inequalities 
that  result  from  such  rises.  Many  of  the  classes  in  the  community  are 
not  able  to  secure  the  necessary  rise  in  wages  to  meet  the  increased 
cost  of  living,  and  therefore  suffer  very  materially;  and  it  altogether 
becomes  a  choice  between  evils,  and  a  matter  of  opinion  which  i?  the 
lesser  evil. 
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c^enator  Lodge.  In  the  hearing  before  the  Agricultural  Committee 
you  say  that  a  maximum  price  has  proved  a  total  failure  in  Europe 
in  every  case  except  where  the  Government  owned  enough  of  the 
commodity  that  it  could  control  the  market. 

Mr.  HoovEH.  I  believe  that  is  the  case,  but  price  fixing  is  capable 
of  a  great  deal  of  definition  by  way  of  nomenclature.  Maximum 
prices  I  do  not  think  have  an  effect — ^that  is,  the  simple  regulation 
that  a  price  shall  not  exceed  a  certain  amount.  On  the  other  hand,  in 
the  organized  control  of  the  distribution  of  a  commodity  it  may  be 
necessary  to  agree  on  a  maximum-profit  base  in  order  to  prevent 
profiteering,  but  it  must  be  backed  by  some  other  engine  than  pure 
legal  definition  of  price  by  regulation. 

Senator  Lodge.  If  the  price  is  fixed,  is  it  not  necessarily  a  maxi- 
mum price? 

Mr.  Hoover.  No;  there  is  the  question  of  establishing  a  definite, 
fixed  price  at  which  trading  is  done  as  distinct  from  a  maximum 
price  under  which  trade  may  be  done. 

Senator  Lod^e.  But  when  you  say  a  maximum  price  was  a  failure, 
which  maximum  price  did  you  mean? 

Mr.  Hoover.  Tne  price  I  mean  is  merely  a  legal  regulation,  that 
a  given  commodity  must  not  be  disposed  of  above  a  certain  fi^re 
without  providing  behind  it  an  organization  to  control  its  distribu- 
tion. 

Senator  Lodge.  I  do  not  exactly  understand  what  you  mean  by 
"control  its  distribution." 

Mr.  Hoover.  The  situation  will  vary  with  every  commodity.  If 
the  Government  possesses,  by  way  of  control  of  imports,  a  sufficient 
quantity  of  the  commodity  and  can  deliver  that  commodity  only  to 
those  persons  who  will  maintain  the  price — a  certain  maximum 
price — who  will  not  exceed  it,  it  becomes  possible  to  effectuate  the 
maximum,  but  by  simple  legal  regulation  making  a  maximum  price, 
I  do  not  Delieve  we  will  be  successful.  I  believe  that  was  the  ex- 
perience in  Europe. 

Senator  Lodge.  If  you  agree  on  a  price  for  sugar  or  anything 
else,  is  it  not  an  agreement  that  it  shall  not  be  sold  above  that  price  ? 

Mr.  Hoover.  It  necessarily  follows. 

Senator  Lodge.  That  is  a  maximum,  is  it  not? 

Mr.  Hoover.  That  becomes  a  maximum,  but  it  is  not  effective  un- 
less it  has  further  organization. 

Senator  Lodge.  Your  statement  was  that  it  proved  a  total  failure 
in  Europe  in  every  case  except  where  the  Government  owned  enough 
of  a  commodity  to  absolutely  control  the  market. 

Mr.  Hoover.  Yes:  and  that  is  the  case  with  our  more  recent  ex- 
perience here,  or  where  we  were  able  to  organize  a  control  of  the 
commodity. 

Senator  Lodge.  You  state  again  that  the  maximum  price  has 
proved  a  failure  in  all  cases  except  where  the  Government  controls 
enough  of  the  commodity,  and  then  you  undertake  to  make  that 
clear  by  saying  that  the  French  Government  imported  last  year 
about  26  per  cent  of  their  breadstuff  requirements  and  bought  those 
breadstuffs  for  the  Government  and  used  that  as  a  club  to  maintain 
a  maximum  price,  but  that  in  all  commodities  where  there  is  no 
club  of  that  character  a  maximum  price  is  a  total  failure. 
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Mr.  Hoover.  Yes ;  that  is  the  case.  It  is  possible  to  develop  other 
means  of  control  behind  the  price. 

Senator  Lodge.  Then,  a  controlled  maximum,  you  think,  is  suc- 
cessful ? 

Mr.  HoovEB.  I  think  in  the  case  of  sugar  we  have  a  controlled 
maximum,  where  we  have  prevented  the  doubling  of  the  price  of 
sugar.  , 

Senator  Lodge.  But  what  you  have  prevented,  of  course,  is  what 
you  think  you  have  prevented  ? 

Mr.  Hoover.  I  would  be  very  fflad  if  you  would  take  the  evidence 
on  what  the  price  of  sugar  woulaprobably  be  at  the  present  moment 
if  the  precautions  had  not  been  taken. 

Senator  Lodge.  Any  evidence  on  that  is  merely  what  a  man  thinks 
it  would  have  been. 

Mr.  Hoover.  There  is  some  little  evidence  other  than  that.  We 
have  had  a  great  many  cases  before  us  of  dealers  in  sugar  asking  from 
15  cents  to  25  cents  a  pound,  and  we  have  ruled  that  these  were  cases 
of  extortion,  some  of  them,  in  flagrant  cases,  and  the  very  fact  that 
they  have  been  able  to  sell  sugar  at  these  prices  is  evidence  of  where 
the  price  of  sugar  would  have  gone  to. 

Senator  Lodge.  You  say  on  page  412,  speaking  of  beans: 

By  the  use  of  that  weapon,  therefore,  we  would  avoid  the  necessity  of  any 
maximum  price  on  beans,  or  other  futile  devices  that  the  consuming  publio 
clamors  for. 

Mr.  Hoover.  That  was  the  device  of  buying  beans  and  importing 
them,  placing  them  in  the  market.  That  has  not  been  necessary,  for- 
tunately, because  we  have  a  large  production  of  beans  in  the  country, 
and  it  will  take  care  of  itself. 

Senator  Lodge.  I  was  only  taking  up  the  question  of  principle, 
that  is  all. 

Mr.  Hoover.  At  that  time  I  think  you  will  find  I  advocated  the 
Government  purchase  of  imported  sugar,  and  had  that  been  possible 
I  think  the  voluntary  agreements  that  have  been  set  up  to  prevent 
extortion  and  profiteering  would  not  have  been  necessary. 

Senator  Lodge.  There  are  very  drastic  laws  in  regard  to  specu- 
lators and  hoarders  and  profiteers,  or  whatever  name  you  choose  to 
call  them.    Ck)uld  not  those  be  employed  to  stop  that  ? 

Mr.  Hoover.  The  food  bill  has  drastic  powers  on  the  subject  of 
extortion  and  profiteering,  but  the  determination  of  what  profiteer- 
ing is  is  rather  difficult  until  after  a  period  has  elapsed,  that  is  until 
after  the  crime  has  been  committed,  whereas,  under  the  food  bill  there 
is  power  of  voluntary  agreement,  and  a  voluntary  agreement  to  estab- 
lish what  profiteering  would  constitute  provides  an  immediate  defi- 
nition and  an  absolute  prevention  rather  than  a  cure  after  the  dis- 
ease has  taken  hold.  That  was  what  we  have  endeavored  to  accom- 
plish— a  matter  of  prevention,  not  cure. 

Senator  Lodge.  Under  your  system  you  come,  do  you  not,  to  the 
fixing  of  an  arbitraryprice,  which  is  both  maximum  and  minimum! 

Mr.  Hoover.  No.  We  fix  a  price  beyond  which  any  charge  will  be 
considered  extortion  or  profiteering  and  secure  an  agreement  of  the 
trades  that  they  would  themselves  acknowledge  that,  in  effect. 

Senator  Lodge.  You  fix  an  arbitrary  price? 

Mr.  Hoover.  Competition  is  free  to  plaj  below  that  price.  I 
would  not  want  to  say  we  fix  an  arbitrary  price.    If  you  wiai  to  call 
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it  a  maximum  price  I  have  no  objection.  It  seems  to  me  that  the 
terms  are  practically  synonymous,  with  the  addition  to  it  that  it  has 
an  engine  behind  it  to  see  that  it  is  adequately  enforced. 

Senator  Lodge.  That  is,  fixing  a  maximum  price  by  law  would  have 
no  effect  unless  you  have  behind  it  a  Government  control  of  the  com- 
modity. 

Mr.  Hoover.  That  is  my  belief.  It  has  a  temporary  effect,  no  doubt, 
but  has  no  value  as  a  permanent  venture. 

Senator  Lodge.  Is  not  that  price  fixing? 

Mr.  Hoover.  I  rather  look  on  it  from  my  own  aspect  of  mind  as 
profit  fixing.    It  has  the  effect  of  fixing  price. 

Senator  Lodge.  It  is  practically  to  nx  a  price  and  take  it  out  of 
the  operation  of  the  law  of  supply  and  demand  ? 

Mr.  Hoover.  Yes.  The  law,  m  my  view,  is  suspended  in  these  cases, 
anyway. 

Senator  Lodge.  Suspending  natural  laws  is  always  an  interesting 
experiment. 

Mr.  Hoover.  I  agree  with  you  that  it  is  the  most  difficult  operation 
that  can  be  conceived. 

Senator  Lodge.  If  you  could  get  rid  of  the  speculators  and  profiteers 
through  the  provisions  of  the  law  with  provisions  for  punishment, 
why  is  it  necessary  to  go  beyond  what  a  resonable  amount  would  be? 

Mr.  Hoover.  At  some  point  it  would  be  necessary.  Suppose  you 
abandon  all  attempt  at  organization  of  a  commodity;  it  would  be 
necessary  at  some  point  to  determine  what  extortion  was,  and  there- 
fore you  would  be  coming  back  to  ^et  a  determination  of  a  fair  price, 
and  you  would  only  make  that  determination  after  the  event  had 
happened,  rather  than  to  have  attached  the  organization  to  prevent. 
Broadly,  I  might  express  it  in  this  way,  that  my  view  of  an  effective 
law  in  these  cases  is  that  it  is  much  less  effectual  than  a  voluntary 
or^nization  of  trade  to  carry  out  the  national  interests. 

Senator  Lodge.  You  think  you  could  not  deal  with  the  speculators 
unless  you  fixed  the  price  ? 

Mr.  "Hoover.  No;  I  do  not  think  you  could.  I  think  by  the  time 
you  come  to  prosecute  the  speculator  you  would  have  to  fix  the  price 
automatically  to  determine  what  was  profiteering  and  what  was  not. 

Senator  Lodge.  What  do  you  mean  by  fixing  the  price  automati- 
cally? 

Mr.  Hoover.  By  an  agreement  with  the  various  trades  concerned 
you  may  arrive  at  a  price  above  which  they  will  agree  that  it  is  ex- 
tortion and  profiteering,  and  you  may  so  organize  the  distribution 
that  the  thing  is  unlikely  to  occur,  except  in  most  fla^ant  instances. 

Se;iator  Lodge.  You  think,  then,  that  it  is  impossible  to  control  the 
speculators  except  by  having  a  fixed  price? 

Mr.  Hoover.  I  would  not  say  the  speculators  so  much  aa  the  dealers 
making  an  exorbitant  profit. 

Senator  Ix)DGe.  The  reason  I  ask  these  questions  is  because  you  said 
in  the  same  hearing,  speaking  of  wheat,  at  page  385 : 

I  think  it  Is  absolutely  necessary  to  have  complete  power,  because  if  you  get 
voluntary  control  of  95  per  cent  of  the  elevators  there  will  be  5  per  cent  of 
stinkers  that  will  destroy  the  equity  of  the  whole  arrangement,  so  that  you 
must  have  these  complete  powers  so  the  95  per  cent  can  force  the  stinker  Into 
line,  and  there  is  no  country  where  the  5  per  cent  of  stinkers  do  not  exist,  even 
in  war.  We  have  them  in  Belgium,  and  that  is  a  situation  of  infinitely  more 
desperation  than  this. 
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Mr.  HoovKK.  Yes;  and  having  agreed  with  95  per  cent  as  to  what 
are  fair  trade  prices  and  profits,  you  have  at  once  an  immediate 
definition  of  what  inequity  consists  of  as  against  the  other  5  per 
cent. 

Senator  Lodge.  You  say  again,  on  page  415 : 

I  would  like,  if  I  may,  to  Interject  a  suggestion  on  that,  although  I  hope  I 
shall  not  liave  to  do  anything  of  this  kind  myself.  But  the  fixing  of  prices  is 
the  most  obnoxious  job  in  history,  and  it  would  be  a  very  desirable  thing  if 
some  kind  of  court  of  appeal  could  be  set  up,  not  as  to  a  proposed  price,  because 
the  revision  of  prices  would  make  a  total  disturbance,  but  on  the  general 
price;  if  the  farmer  and  consumer  could  appear  before  a  court  of  appeals 
as  against  a  decision  of  the  food  controller,  that  would  be  of  great  assistimee 
to  the  food  controller,  because  otherwise  he  has  the  sole  personal  responsibility. 

Mr.  Hoover.  That  is  true,  and  we  have  endeavored  to  eflTectuate 
that  where  it  was  feasible.  There  was  nothing  set  up  legislatively, 
and  so  we  have  set  up  informal  commissions  to  have  hearings. 

Senator  Lodge.  Then  the  hearing  goes  on  from  that  point,  and 
Senator  Page  finally  asked  the  question : 

And  you  said  that  if  there  should  be  5  or  10  per  cent  of  skunks — I  am  not 
sure  that  that  is  what  you  called  them — that  would  not  abide  by  an  honest  plan, 
you  would  put  them  out  of  business  by  underselling  them  by  some  legitimate 
method 

The  Chairman.  You  might  withhold  licenses  from  them. 

Mr.  Hoo>'EB.  We  might  ask  for  powers  by  which  we  might  requisition  their 
property.    There  is  no  other  solution  for  the  problem  of  the  skunk. 

The  Ohaibman.  If  you  would  penalize  him  for  doing  business  without  a 
license 

Mr.  Hoover,  Some  such  device,  but  the  power  of  requisition  must  be  behind  it. 

By  underselling,  withholding  of  licenses,  or  requisitioning  their 
property,  could  you  not  put  these  objectionable  persons  out  of  busi- 
ness? 

Mr.  Hoover.  Not  without  having  first  secured  a  definition  of  what 
an  iniquitous  practice  consisted  of.  If  you  can  secure  a  definition 
in  advance  and  by  voluntary  agreement  then  you  can  withhold  the 
license  from  5  per  cent,  and  we  have  done  that  in  several  cases. 

Senator  Lodge.  This  price  reached  by  voluntary  agreement — ^you 
have  to  decide  whether  that  is  a  fair  pric«,  do  you  nots 

Mr.  Hoover.  Yes;  and  you  decide  that  with  relation  to  both  the 
producer  and  the  consumer. 

Senator  Lodge.  Why  is  it  easier  to  do  that  than  to  decide  in  a 
given  case  that  it  is  an  extortionate  price? 

Mr.  Hoover.  Because  you  are  deciding  an  individual  case  after 
the  event  and  not  before,  and  you  get  back  to  the  question  of  pre- 
vention as  against  the  question  of  cure. 

Senator  Lodge.  Do  you  think  that  if  there  had  been  a  few  of 
these  speculators  conspicuously  punished  it  would  not  have  had  the 
effect  of  prevention? 

Mr.  Hoover.  There  is  underlying  it  all  another  economic  factor.  Take 
the  price  of  sugar,  for  instance.  The  price  agreed  as  the  price  beyond 
which  any  further  advance  would  be  an  extortion  was  7.25  in  certain 
circumstances  for  certain  sugar.  It  then  becomes  evident  toi  the  entire 
country  and  to  the  hundreds  of  thousands  of  people  engaged  in  the 
trade  that  that  figure,  plus  necessary  trade  differentials,  is  the  basis 
of  fair  trading.  If  there  had  been  nothing  of  that  kind  done  there 
would  be  a  question  in  the  mind  of  every  one  of  the  some  350,000 
people  dealing  in  sugar  as  to  what  fair  trading  consisted  of.     There 
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comes  an  immediate  a  priori  definition  which  is  clear  to  the  com- 
munity. 

Senator  Lodge.  You  have  only  fixed  the  price  or  stabilized  the 
price  to  the  consumer  on  granulated  of  the  higher  polariscope  test.. 
Is  that  all  ? 

Mr.  Hoo\t:r.  Yes;  and  all  the  other  sugars  follow  the  differentials. 

Senator  Lodge.  That  is  the  base? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  Do  you  not  after  that  have  to  decide  whether  what 
the  retailer  charges  or  the  jobber  charges  is  extortionate? 

Mr.  Hoover.  The  determination  made  with  the  approval  of  the 
President  w^as  that  a  profit  should  be  based  on  a  prewar  normal  profit 
for  that  place  and  business  under  normal  competitive  condition& 
In  other  words,  the  jobber's  turn  in  sugar  varies  from  probably  25 
to  60  cents,  depending  on  the  locality  and  the  conditions  of  his  busi- 
ness. That  is  the  prewar  charge,  and  that  plus  the  increased  costs 
of  handling,  due  to  the  war  and  increased  costs  generally,  would 
determine  that  matter ;  and  those  additions  have  been  made. 

Senator  Lodge.  You  have  established  or  agreed  upon  the  refiner's 
cost  and  profit? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  Did  you  make  any  general  figure  on  the  retailer's 
or  jobber's  cost  and  profit  ? 

Mr.  Hoover.  We  have  little  powers  as  to  the  retailer.  As  to 
the  jobber  we  made  a  rule  that  he  should  charge  the  prewar  normal 
profit  for  his  given  place  of  business,  etc. 

Senator  Lodge.  How  much  was  that? 

Mr.  Hoover.  It  varies  from  26  cents  in  some  cities  to  60  in  others, 
depending  on  how  much  cartage  he  has  to  do,  and  a  number  of 
things. 

Senator  Lodge.  Twenty-five  cents  a  hundred  pounds,  you  mean  ? 

Mr.  Hoover.  Yes;  and  I  think  in  some  places  as  high  as  75. 

Senator  Lodge.  Have  you  brought  those  bulletins  that  were  re- 
quested before  the  recess? 

Mr.  Hoover.  I  have  had  three  or  four  bulletins  sent  up  from  the 
office,  but  I  am  sorry  that  there  are  one  or  two  I  know  of  that  are 
not  here,  and  I  wanted  to  get  them  complete. 

(At  this  point  the  witness  produced  a  number  of  papers  which 
were  handed  to  the  subcommittee.) 

Senator  Lodge.  And  those  include  the  press  reports  for  the  last 

30  days,  do  they? 

Mr.  Hoover.  Here  are  the  press  reports,  with  the  addition  of  the 
statement  which  was  offered  to  the  committee  here,  and  which  was 
subsequently  sent  out  from  the  Bureau  of  Public  Information.  I 
include  that,  although  it  did  not  go  out  from  our  office. 

Senator  Lodge.  It  is  printed  there.  I  have  it  here.  Then  I 
gather  you  felt  that  nothing  sufficient  could  be  done  with  the  specu- 
lators, or  whatever  name  you  choose  to  call  them  by,  to  control  them, 
unless  the  natural  laws  of  supply  and  demand  were  set  aside  for  the 

time  being? 

Mr.  Hoover.  No:  I  do  not  put  it  so  high  as  that.  Senator.  A 
great  deal  has  been  done  to  speculators  in  other  commodities;  but 
what  I  do  say  is  that  it  could  be  much  more  efficiently  controlled 
by  an  organization  of  the  distribution:  und  an  •agreement  as  to  whnt 
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would  be  proper  differentials.  I  should  like  to  add,  in  the  matter  of 
what  we  call  differentials,  or  the  differences  between  cost  and  resale, 
or  in  manufacture,  that  we  have  been  guided  by  this  principle, 
which  is  partly  moral  and  partly  economic — ^that  no  one  should  take 
a  profit  from  the  handling  of  food  in  excess  of  the  profit  he  would 
have  taken  under  normal  prewar  conditions;  that  any  further  profit 
than  that  consists  of  extortion,  and  a  profit  by  virtue  of  the  condi- 
tion of  war,  and  therefore  a  profit  taken  from  the  misery  of  our 
people.  That  has  been  our  guiding  principle  in  the  establishment 
of  those  trade  differentials. 

Senator  Jones.  You  mean  by  that  the  same  margin  of  profit,  tak- 
ing into  consideration  the  increased  cost  of  doing  business? 

Mr.  Hoover.  That  is  it. 

Senator  Lodge.  Before  I  come  to  the  arrangements  that  were 
made,  I  wanted  to  ask  you  about  the  organization  which  you  have 
established,  and  wanted  to  know  if  you  had  suflBcient  organization, 
and  there  was  no  difficulty  in  that  way  in  dealing  with  the  question. 
You  said  to  the  Committee  on  Agriculture : 

I  only  Just  want  to  make  one  further  general  point,  that  It  does  appeal  to  me 
that  in  order  to  compel  the  Imagination  of  this  country  as  to  the  possibUitles 
of  saving  and  self-denial,  to  command  prestige  in  the  eyes  of  the  large  commer- 
cial bodies  of  this  country,  In  order  to  erect  a  temporary  organism  here  which 
will  appeal  to  the  people  as  a  temporary  organism.  It  Is  necessary  to  place  tliis 
department  on  a  basis  of  equality  with  any  other  department  in  the  Govern- 
ment and  give  it  the  same  powers  any  other  Cabinet  minister  has.  I  see  no 
other  solution  of  the  problem  of  providing  an  adequate  organization. 

Senator  Bbady.  But  not  any  more  power  than  a  Cabinet  officer?  ^ 

Mr.  Hoover.  That  is  a  matter  of  political  consideration.  As  a  matter  of 
prestige  it  would  be  desirable  to  do  even  that,  because  the  man  who  heads  this 
department  has  got  to  negotiate  over  the  first  night  with  the  Canadian  Gov- 
emmen;t  to  see  that  they  agree  to  follow  every  line  of  action  we  take,  he  haa 
to  negotiate  with  the  allies,  and  if  he  had  the  prestige  of  being  a  Cabinet  mem- 
ber his  abilities  would  be  enormously  enforced,  especially  with  people  so  much 
wedded  to  form  as  people  In  Europe.  To  set  it  up  as  a  bureau  In  the  Depart- 
ment of  Agriculture  Is  hopeless. 

Furthermore,  I  think  the  suggestion  that  the  Department  of  Agrlcultiire 
should  do  this  Is  not  only  wrong  from  the  standpoint  of  ImaglnatioD,  froiD 
the  standpoint  of  prestige,  but  It  will  mean  the  complete  destruction  of  the 
greatest  university  in  the  United  States.  The  Department  of  Agriculture  is 
our  greatest  teaching  Institution,  and  for  It  to  take  over  the  duties  and  respon- 
sibilities which  will  devolve  upon  this  organization,  and  which  touch  so  Inti- 
mately the  whole  people,  will  gather  to  it  such  a  mass  of  hatred  that  It  will 
not  recover  for  the  next  20  years. 

That  was  not  established  among  the  mass  of  legislation  that  Con- 
gress passed  last  session.  They  did  not  pass  that.  Have  you  been 
hampered  by  any  lack  of  power? 

Mr.  Hoover.  I  think  so.  As  to  the  question  of  the  food  adminis- 
trator, whoever  he  is,  having  a  Cabinet  position,  I  consider  this 
entirely  secondary ;  and  I  might  interject  there  that  I  was  in  hopes 
that  some  Cabinet  minister  would  be  appointed  to  take  it.  and  I 
would  be  relieved  of  any  responsibility  oi  that  sort  on  myself. 

Senator  Lodge.  You  meant  a  new  Cabinet  officer? 

Mr.  Hoover.  Yes;  and  I  might  say  as  to  the  Department  of  Agri- 
culture that  the  department  itself  has  been  in  thorough  accord.  As 
to  the  powers  under  the  bill,  however,  they  are  in  my  mind  somewhat 
deficient  for  handling  the  situation  as  it  has  developed. 

Senator  Lodge.  Have  yo\j  not  been  able  to  establish  an  efficient 
administration  ? 
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Mr.  HoovEB.  I  hope  so — as  efficient  as  can  be  made  under  the 
powers  given. 

Senator  Lodge.  How  many  people,  roughly,  have  you  on  the  pay 
rolls?    I  do  not  mean  your  volunteers,  of  course? 

Mr,  HoovEB.  We  have  on  the  pay  rolls  here,  I  should  think,  about 
900,  chiefly  clerks.  We  have  very  few  paid  men  in  administrative 
positions;  and  we  hav(  an  organization  in  each  State,  of  which 
there  are  a  few  paid  clerical  people,  and  mostly  volunteer?.  I 
presume  that  if  you  took  the  volunteers  who  are  devoting  their  en- 
tire time  to  the  lood  work  it  might  run  into  four  or  five  thousand ; 
but  I  can  not  tell  you  accurately. 

Senator  Lodge.  No;  I  did  not  expect  you  to  give  the  volunteers. 
You  had  sufficient  money  appropriated,  did  you  not? 

Mr.  Hoover.  No.  The  moneys  appropriated  were  for  food  and 
fuel;  and  the  fuel  administration  has  run  into  more  expense  than 
we  had  anticipated,  and  we  have  had  some  subventions  from  the 
President  to  help  us  out  from  his  funds. 

Senator  Lodge.  You  mean  the  Food  and  Fuel  Administration  have 
more  than  spent  the  $150,000,000  appropriated  in  the  bill  ? 

Mr.  Hoover.  No;  the  administrative  appropriation  was  two 
and  a  half  millions.  The  one  hundred  and  fifty  millions  was  for 
the  purchase  of  commodities,  and  has  no  bearing  on  the  adminis- 
trative expenditure. 

Senator  Lodge.  It  can  not  be  used  for  the  administrative  ex- 
p«^nditure  at  all  ? 

Mr.  Hoover.  No. 

Senator  Lodge.  Has  that  been  used? 

Mr.  Hoover.  Fifty  millions  of  it  has  been  drawn  and  used  in  the 
grain  and  cereal  operations. 

Senator  Lodge.  It  has  not  been  used  in  sugar? 

Mr.  Hoover.  No;  nothing  has  been  used  m  sugar.  The  authority 
to  buy  and  sell  sugar  was  stricken  out  of  the  bill. 

Senator  Lodge.  So,  the  money  from  that  appropriation  only  went 
in  that  way? 

Mr.  Hoover.  Onlv  fifty  million  of  it  has  been  so  far  absorbed. 

Senator  Lodge,  ftow  has  it  been  about  advertising?  That  must 
have  been  a  very  heavy  expense. 

Mr.  Hoover.  The  propaganda  expense  on  conservation  generally 
has  been  borne  from  the  Presidential  fund. 

Senator  Lodge.  Have  vou  anv  idea  how  much  has  beon  used  in  that 
way? 

Mr.  Hoo\'er.  I  should  think  probably  $300,000  or  $400,000.  It 
is  chiefly  printing,  because  we  have  had  to  print  something  to  put 
in  the  hands  of  over  12,000,000  households  and  includes  work  for  the 
Fuel  Administration ;  so  that  the  printing  bill  has  been  very  large. 
The  advertising,  as  you  ordinarily  see  it,  on  the  streets,  and  that  sort 
of  thing,  has  been  practically  altogether  a  gift. 

vSenator  Lodge.  From  the  different  States? 

Mr.  Hoover.  No;  it  has  been  the  gift  of  advertising  coiiipanios  and 
people  of  that  sort  who  had  a  patriotic  desire  to  help,  and  I  am  told 
the  total  value  of  that  advertising  that  has  been  given  now  runs  into 
$3,000,000  or  $4,000,000  if  it  had  been  sold;  but  it  has  been  entirely 
presented  to  the  Government,  and  the  cost  of  eroctinor.  painting,  and 
hillposling  hns  beon  dono  free  of  chRr<re. 


590  SHORTAGE   OF   SUGAR. 

Senator  Lodge.  Has  there  been  any  newspaper  advertising? 

Mr.  Hoover.  No  paid  advertising  at  all. 

Senator  Lodge.  When  you  began  to  make  these  arrangements,  Mr. 
Hoover,  was  your  first  arrangement  made  with  the  Louisiana  people? 
I  want  to  take  them  in  the  right  order. 

Mr.  Hoover.  No;  the  first  arrangement  was  made  with  the  beet- 
sugar  factories. 

•benator  Lodge.  About  when  was  that  made? 

Mr.  Hoover.  The  agreement  with  them  went  into  force  on  the  1st 
of  October.  It  was  lea  up  to  by  a  period  of  about  a  month's  negotia- 
tions. 

Senator  Lodge.  And  you  fixed  the  price  with  the  beet-sugar  manu- 
facturers at  $7.25  ? 

Mr.  Hoover,  We  agreed  on  a  maximum  that  they  were  to  charge. 

Senator  Lodge.  At  $7.25 — that  is,  at  the  ports? 

Mr.  Hoover.  Yes;  the  seaboard. 

Senator  Lodge.  The  seaboard,  with  a  differential  for  interior 
points? 

Mr.  Hoo\TiR.  Yes. 

Senator  Lodge.  Was  anything  done  at  that  time,  when  you  were 
making  the  arrangement  with  them,  to  encourage  the  planting  of 
beets  ? 

Mr.  Hoover.  The  beets  for  the  crop  to  which  this  contract  relates 
had  already  been  contracted  for  the  year  before,  and  the  price  to  the 
producer  was  already  determined  except  in  one  or  two  instances 
where  there  was  a  small  sliding  scale  on  price ;  but  the  majority  of 
the  beets  were  coming  to  the  factory  at  a  fixed  cost,  so  that  the  pro- 
ducer did  not  necessarily  enter  into  the  consideration  of  this.  His 
position  was  already  determined. 

Senator  Lodge.  Some  of  those  factories  have  given  bonuses,  have 
they  not,  in  addition  to  the  contract  price? 

Mr.  Hoover.  Some  of  them  have,  and  it  was  done  with  a  view  to  the 
stimulating  of  production. 

Senator  Lodge.  I  mean,  it  was  not  a  rigid  price;  there  was  a  cer- 
tain flexibility  about  it,  was  there  not? 

Mr.  Hoo\'ER.  I  understand  that  some  of  them  have  taken  the  atti- 
tude that  rather  than  have  their  profits  taken  away  by  the  excess- 
profits  tax,  they  would  give  them  to  their  beet  growers  in  stimulating 
them. 

Senator  Lodge.  Nothing  was  done,  then,  at  that  moment  for  the 
beet  grower  ? 

Mr.  H6o\TR.  No ;  there  was  nothing  we  could  do.  He  was  under 
contract. 

Senator  Lodge,  Have  you  done  anything  to  encourage  the  pro- 
duction of  the  beet  ? 

Mr.  Hoo\t:r.  We  have  started  a  propaganda,  and  we  have  had  the 
reaction  from  the  beet  grower  that  his  price  was  not  suflBcient,  or  at 
least  that  he  did  not  feel  that  he  was  getting  a  sufficient  portion  of 
the  sugar  price  in  some  localities;  and  there  has  been  a  great  deal 
of  negotiation  and  difficulty  between  these  parties,  much  like  the 
settlement  of  a  labor  difficulty.  We  have  had  meetings  between  the 
factory  people  and  the  growers  in  an  attempt  to  get  this  problem 
settled  ini  a  way  that  would  stimulate  production,  and  up  to  date  most 
of  those  have  come  to  very  little  result,  although  the  factories  have 
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agreed  in  most  instances  to  increase  the  price.  On  the  other  hand, 
we  are  at  the  present  moment  engaged  in  the  appointment  of  some 
commissions  to  make  inquiry  as  to  what  the  rights  and  wrongs  of 
these  things  are,  purely  a  voluntary  action  in  an  endeavor  to  get  a 
settlement  that  will  stimulate  production. 

Senator  Lodge.  Does  not  that  require  very  immediate  action? 

Mr.  Hoo\t:r.  It  does  in  one  locality,  in  the  State  of  California, 
where  the  planting  must  begin  at  an  early  moment. 

Senator  Vardaman.  Senator  Lodge,  before  Mr.  Hoover  leaves  the 
question  of  fixing  the  price  on  beet  sugar,  I  should  like  to  ask  him  one 
question. 

Senator  Lodge.  Certainly.  c-^ 

Senator  Vakdaman.  Mr.  Hoover,  did  you  take  into  account  the  I 
price  that  the  manufacturers  of  sugar  were  paying  to  the  beet  grow- ' 
ers  in  fixing  the  price  that  the  factories  should  charge  for  their  beet 
sugar? 

Mr.  Hoover.  Not  entirely.  We  had  to  be  guided  by  this  principle — 
that  there  are  about,  I  beheve,  something  like  75  factories,  and  some 
of  them  produc'e  at,  say,  4  cents  a  pound  for  sugar,  and  others  as 
high  as  7,  and  we  had  to  arrive  at  a  price  that  would  permit  of  the 
highest-cost  producer  coming  into  action ;  and  we  fixed  or  we  agreed 
upon  a  price  with  them  voluntarily  as  low  as  would  keep  all  of  them 
in  action  and  maintain  the  maximum  production.  That  was  the 
guiding  principle.  ^^^ 

Senator  Vardaman.  You  agreed  with  the  manufacturers? 

Mr.  Hoover,  Yes. 

Senator  Vardaman.  Was  the  fact  ever  given  you  that  a  ton  of  raw 
beets  for  which  they  paid  $4  or  $5  yielded  to  the  manufacturer  some- 
thing like  $25.    Were  those  facts  ever  considered  by  you? 

Senator  Lodge.  Including  the  by-product. 

Senator  Vardaman.  I  know,  but  the  factory  got  that  out  of  it. 

Senator  Lodge.  Certainly. 

Mr.  Hoover.  I  doubt  whether  there  was  any  $25  profit ;  but  aside 

from 

Senator  Lodge.  No;  noc  $25  profit. 

Senator  Vardaman.  I  did  not  say  profit,  but  the  sugar  and  the 
l>y-product  yielded  to  the  manufacturer  $25,  for  which  he  paid  five 
or  seven  dollars. 

Mr.  Hoover.  I  do  not  want  to  be  contentious.  I  imagine  the 
figure  of  ^5  is  somewhat  high,  but  it  is  probably  somewhere  from 
$18  to  $20. 

Senator  Vardaman.  It  was  testified  before  the  committee  that  that 
was  the  case. 

Mr.  Hoover.  Nevertheless,  that  is  a  fact  that  has  to  be  determined 
yet  by  investigation.  I  find  an  enormous  conflict  of  evidence  on  all 
sides  about  it.  In  any  event,  that  was  taken  into  consideration,  but 
we  saw  no  way  to  secure  the  maximum  production  without  arriving 
at  such  a  figure  as  would  allow  all  factories  to  produce.  In  some 
localities,  at  the  price  they  are  paying  for  beets,  particularly  in  Michi- 
gan, and  I  believe  one  or  two  factories  in  Colorado,  the  factories  will 
apparently  operate  at  a  loss.  In  other  words,  they  themselves  vol- 
untarily agreed  to  a  price  that  has  turned  out  too  low. 

Senator  Vardaman.  You  make  that  statement  without  having  in- 
vestigated the  profits  that  they  make  out  of  it,  you  say? 
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Mr.  Hoover.  We  investigated  the  costs  in  these  certain  localities  to 
determine  the  point  at  which  the  whole  industry  could  be  kept  op- 
erating. 

Senator  Vardaman.  That  is  all  I  wish  to  ask. 

Senator  Lodge.  You  fixed  the  price  of  7.25  so  as  to  permit  the 
highest-cost  factory  to  produce? 

Mr.  Hoover.  Yes,  sir. 

Senator  Lodge.  At  a  profit  ? 

Mr.  Hoover.  Well,  the  profit  is  apparently  very  narrow,  if  not  a 
loss. 

Senator  Lodge.  There  is  a  good  deal  of  difference  of  opinion  about 
costs,  is  there  not? 

Mr.  Hoover.  There  is  a  tremendous  difference,  and  I  find  great 
difficulty  in  arriving  at  the  facts  so  far,  and  thereiore  I  am  appoint- 
ing a  commission  to  make  a  careful  inquiry. 

Senator  Lodge.  Do  you  really  think  any  of  the  factories  operate 
at  a  loss? 

Mr.  Hoover.  I  have  the  impression  that  two  or  three  of  them  are 
operating  at  a  rather  serious  loss.  ^ 

Senator  Lodge.  Do  you  know  which  those  are? 

Mr.  Hoover.  Certain  factories  in  Michigan,  I  am  told,  and  one  or 
two  in  Wisconsin  and  Colorado. 

Senator  Lodge.  Do  you  happen  to  remember  the  names  of  any  of 
them? 

Mr.  Hoover.  No j  I  do  not,  at  the  moment. 

Senator  Lodge.  Is  it  possible  for  us  to  find  out  what  they  are? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  I  should  like  to  know  which  the  factories  are  that 
are  operating  at  a  loss.    The  committee  has  been"  informed  of  some . 
cases  of  very,  very  large  profits. 

Mr.  Hoov'ER.  Yes;  I  agree  there  have  been  some  very  large  profits. 

Senator  Lodge.  Some  of  them,  you  say,  handed  over  their  excess 
profits? 

Mr.  Hoover.  Well,  that  I  am  told.  I  would  not  want  to  give  that 
as  absolute  evidence. 

Senator  Lodge.  But  they  did  not  hand  over  any  of  their  primary 
profits.  This  $7.25  took  care  of  the  factories,  but  it  did  not  take 
care  of  the  beet  producer,  necessarily  ? 

Mr.  Hoover.  The  beet  producer  was  already  under  contract,  and 
we  were  advised  that  we  had  no  power  or  authority  to  enter  into 
the  dissolution  of  contracts  over  the  country. 

Senator  Lodge.  Certainly  not ;  but  they  paid  bonuses  in  a  great 
many  cases,  raising  the  contract  price  from  $4  to  as  much  as  $6.50. 
As  this  was  all  voluntary,  could  not  something  have  been  done  to 
increase  the  bonuses  to  the  beet  producer? 

Mr.  Hoover.  We  did  what  we  could  to  encourage  them  to  treat 
their  beet  producers  well,  as  we  were  extremely  anxious  that  the 
production  should  be  stimulated. 

Senator  Lodge.  Of  course  one  of  the  objects  is  the  stimulation  of 
production. 

Mr.  Hoover.  Yes. 

Senator  Lodge.  And  to  my  mind  the  most  important;  and  you 
could  not  stimulate  production  without  stimulating  the  planting  of 
beets,  of  course. 

Mr.  Hoover.  No:  but  T  assume  the  stimulation  of 
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Senator  Lodge.  That  is  the  basis  of  the  whole  thing,  of  course. 

Mr.  Hoover.  But,  mind  you,  the  beets  were  already  planted  and 
already  under  contract  for  this  particular  crop. 

Senator  Lodge.  Yes. 

jVfr.  Hoover.  It  is  the  next  crop  that  gives  us  anxiet;^  as  to  produc- 
tion, and  that  is  where  stimulation  must  be  undertaken. 

Senator  Lodge.  Undoubtedly. 

Senator  Vardaman.  You  could  have  stimulated  the  consumer  a 
little  by  not  permitting  the  manufacturer  to  reap  enormous  profits 
from  beets  already  contracted,  could  you  not? 

Mr.  Hoover.  We  gave  a  great  deal  of  thought  to  that,  and  we 
have  this  difficulty.  If  we  had  the  ri^ht,  under  the  bill,  to  nave  pur- 
chased su^ar,  we  could  have  bought  this  sugar  at  variable  prices  irom 
variable  factories.  But  if  we  attempted  to  fix  the  profits  of  the 
different  factories  as,  saj,  any  given  percentage  on  his  costs,  we 
would  have  tume<jl  loose  m  the  country  y5  different  prices  for  sugar. 

Senator  Vardaman.  Is  not  the  price  of  sugar  determined  by  the 
amount  of  saccharine  matter  in  the  beet;  and  if  that  is  true,  what 
are  the  reasons  that  there  should  be  such  a  variety  of  profits  among 
the  factories?  , 

Mr.  Hoover.  They  have  a  variable  cost  and  a  variable  yield,  and 
there  are  many  factors  that  enter  into  the  question,  and  one  of  the 
predominant  ones  is  the  employment  of  their  factory.  Where  they 
have  a  short  yield  in  a  given  locality  their  costs  go  up  at  once  very 
high,  and  where  they  have  a  large  yield  and  a  long  run  their  costs 
are  very  much  more  moderate. 

Senator  Vardaman.  Are  not  the  prices  of  beets  determined  some- 
what by  those  facts? 

Mr.  Hoover.  They  are.  But,  mind  you,  when  .we  approached  this 
position  in  September  it  was  a  fixed  position,  and  one  with  which 
we  had  no  authority  to  interfere. 

Senator  Vardaman.  I  understand  you  had  no  authority  to  inter- 
fere with  the  contracts.  But  you  had  authority  to  interfere  with  the 
profits  that  the  factories  were  making  upon  those  contracts  ? 

Mr.  Hoover.  We  had  purely  an  economic  question  there  to  con- 
sider— ^that  if  we  set  the  profit  at  a  cent  a  pound,  or  any  other  unit 
you  desire  to  arrive  at,  we  would  have  had  75  different  prices  for 
sugar  in  the  country,  and  there  would  have  been  no  hope  of  the  con- 
sumer benefiting  by  the  Cuban  price  of  sugar.  In  other  words,  the 
total  experience  I  have  in  hanoling  foodstuffs  would  indicate  that 
the  price  is  fixed  by  the  higher  products,  not  by  the  lower,  especially 
in  a  time  of  shortage.  For  instance,  if  we  had  fixed  the  price  at  4 
cents  at  a  given  factory  and  at  another  factory  at  8  cents,  the  8-cent 
price  would  have  consumed  the  lower. 

Senator  Vardaman.  You  had  no  power  to  prevent  that.  Do  you 
know  any  way  to  prevent  that  in  the  future? 

Mr.  Hoover.  I  ao.  If  we  had  the  right  to  buy  the  sugar,  we  could 
buy  it  from  each  factory  at  a  proper  ratio  to  his  costs,  and  then,  by 
putting  all  the  sugar  together,  we  could  arrive  at  an  averag-e. 

Senator  Lodge.  This  fixing  of  a  fiat  price,  of  course,  encouraged 
all  the  factories  to  work  as  fully  as  possible? 

Mr.  Hoover.  Yes,  sir.  I  might  say  that  when  the  contract  was 
signed  there  were  some  factories  who  had  actually  contracted  their 
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sugar  on  a  basis  of  $9  and  higher,  and,  in  view  of  the  arrangements 
we  came  to,  reduced  those  contracts. 

Senator  Lodge.  You  mean  $9  at  ports? 

Mr.  Hoover.  Yes.  In  other  words,  this  demand  for  the  sugar  was 
so  great  that  they  were  able  to  contract  it  at  $1  or  $1.50  or  $1.75 
higher  than  the  figure  arrived  at  with  them,  and  the  effect  of  the 
contract  was  a  very  great  reduction. 

Senator  Lodge.  But  you  think  it  would  not  have  been  possible  to 
have  encouraged  the  beet  grower  at  the  same  time  by  inaucing  the 
factories  to  give  larger  bonuses? 

Mr.  Hoover.  That  would  have  been  purely  a  matter  of  kindly 
action  by  the  factory.   We  had  no  power  to  compel  him  to  do  so. 

Senator  Lodge.  I  understand  you  could  not  compel  him.  This  is 
all  a  matter  of  voluntary  arrangement? 

Mr.  Hoover.  Yes;  it  is  part  of  the  agreement.  I  do  not  know 
whether  we  could  have  gotten  through  an  agreement  to  them  that 
they  would  divide  the  extra  amount.  I  am  not  sure.  That  is  a 
matter  of  back  history  now. 

Senator  Lodge.  Would  it  not  be  true  that  if  you  gave  the  beet 
grower  a  little  more  this  year  it  would  encourage  him  to  plant  next 
year? 

Mr.  Hoover.  That,  I  think,  we  hope  to  effect.  The  fact  is,  there 
has  been  a  general  rise  in  the  amounts  offered  to  the  beet  growers. 
Whether  that  rise  is  as  much  as  can  be  made  under  the  circumstances 
is  yet  to  be  determined. 

Senator  Vardaman.  Is  it  by  your  suggestion  that  that  rise,  that 
increase,  has  been  made  ? 

Mr.  Hoover.  In  two  of  the  localities ;  yes. 

Senator  Vardaman.  What  about  the  others? 

Mr.  Hoover.  The  others  have  given  a  rise,  but  not  at  our  direct 
suggestion. 

Senator  Lodge.  You  mean  a  rise  to  the  beet  grower? 

Mr.  Hoover.  Yes. 

Senator  Vardaman.  What  localities  are  those  ? 

Mr.  Hoover.  In  California.  The  rise  there,  I  think,  of  $1  or  $1.50 
was  given  at  the  urging  of  our  home  representative. 

Senator  Vardaman.  Why  did  you  not  urge  them  to  give  it  every- 
where? 

Mr.  Hoover.  Because  they  had  already  given  the  rise  elsewhere. 

Senator  Vardaman.  You  say  it  was  not  necessary? 

Mr.  Hoover.  The  matter  is  still  in  debate.  The  whole  of  this  is 
still  going  on  all  over  the  country,  and  we  are  now  engaged  in  the 
appointment  of  a  commission  to  inquire  as  to  what  is  a  fair  thing.  I 
do  not  know  that  it  has  any  power  of  enforcement.  But  we  hoped 
that  it  would  effect  an  amiable  relation  in  the  stimulation  of  produc- 
tion. 

Senator  Vardaman.  Is  it  not  a  fact  that  in  those  California  com- 
munities the  rise  in  the  price  is  due  to  an  uprising  among  the  l)eet 
growers,  and  a  protest  against  the  injustice  they  were  suffering? 

Mr.  Hoover.  I  should  think  so.  x\fter  their  protests,  our  people 
interested  themselves  in  securing  their  ends  as  far  as  were  helpful. 

Senator  Lodge.  Are  we  not  in  some  danger  now  of  getting  smaller 
beet  acreages  than  last  j^ear? 
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Mr.  Hoover.  We  are  not,  but  not  from  these  primary  causes  so 
much  as  from  another  cause,  that  the  profits  can  be  gained  on  beans 
in  most  of  these  localities  are  probably  greater  than  those  on  beets  at 
the  present  prices,  and  there  may  be  some  tendency  to  turn  to  beans 
instead  of  beets. 

Senator  Lodge.  That  is  another  of  the  natural  laws.  Can  vou  not 
set  it  aside  ? 

Mr.  Hoover.  I  am  not  sure  but  what  it  might  need  to  be. 

Senator  Lodge.  Did  you  take  up  Louisiana  next? 

Mr.  Hoover.  Yes ;  I  think  Louisiana  came  next  in  the  rotation.  I 
am  not  sure  whether  the  Louisiana  people  came  between  the  refiners 
or  not.  At  some  point  the  agreements  were  made  with  the  cane  re- 
finers on  the  1st  of  October,  and,  in  fact,  negotiations  were  going  on 
with  all  parties  about  the  same  time. 

Senator  Lodge.  The  order  does  not  matter  particularly.  What  was 
the  agreement  made  with  the  Louisiana  people,  and  with  whom  was 
it  made? 

Mr.  Hoover.  We  asked  the  Louisiana  people — in  the  first  instance. 
the  producers'  association — ^if  they  would  be  guided  by  a  maximum 
price  at  which  they  would  market  their  sugars  in  order  to  protect  the 
public,  and  we  suggested  the  beet  price  as  a  basis.  They  considered 
that,  in  all  of  their  circumstances,  that  was  not  a  sufficient  price,  and 
at  one  point  in  the  negotiations  the  association  asked  if  they  could 
come  to  Washington  and  have  a  discussion  in  the  matter,  and  that 
was  done,  and  the  price  was  arranged  for,  the  technical  details  of 
which  I  forget,  but  they  were  put  upon  the  basis  of  the  cane  price 
then  ruling,  or  thereabouts,  on  the  Atlantic  seaboard. 

Senator  Lodge.  What  did  they  get  as  their  price? 

Mr.  Hoover,  I  will  have  to  get  you  figures  on  that. 

Senator  Lodge.  The  price  free  on  board  of  the  Louisijtna  raws. 

Mr.  Hoover.  $6.35  for  raws,  I  am  told. 

Senator  Lodge.  $0.35  for  raws.  That  was  free  on  board  Louisiana ; 
that  did  not  include  the  freight? 

Mr.  Hoover.  The  original  arrangement,  I  think,  was  $6.25,  and 
then  there  was  to  be  a  split  of  the  freight  between  the  quantities  used 
in  the  South  and  the  quantities  used  in  the  North,  and  ultimately  that 
was  abandoned  and  they  were  all  put  on  the  $6.35  basis. 

Senator  Lodge.  The  Hawaiian  sugars  and  Porto  Rican  sugars  are 
based  on  the  Cuban  price? 

Mr.  Hoover.  They  follow  automatically  the  Cuban  price. 

Senator  Lodge.  The  Haw^aiian  contracts? 

Mr.  Hoover.  The  Hawaiian  contracts  are  made  for  a  number  of 
years  ahead,  and  they  are  based  on  the  Cuban  price  from  day  to  day. 

Senator  Lodge.  Did  you  take  personal  charge  of  these  negotiations 
yourself  ? 

Mr.  Hoover.  The  first  discussion  with  the  Louisiana  producers  was 
under  my  direction.  The  discussion  went  on,  I  think,  for  four  or 
five  days,  and  it  was  handled  by  Mr.  Kolph  and  Judge  Lindley  and 
others,  and  I  entered  into  it  from  time  to  time,  at  critical  times. 

Senator  Lodge.  And  Mr.  Rolph  managed  the  beet-sugar  arrange- 
ment? 

Mr.  Hoover.  The  beet-suear  agreement  was  also  initiated  by  myself 
in  an  appeal  to  those  gentlemen  to  enlist  themselves  in  the  service 
of  the  country,  and  to  be  willing  to  accede  to  what  would  be  a  proper 
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protection  to  the  consumer,  etc.,  and  the  debate  went  on  for  nearly 
a  month,  sometimes  with  myself,  sometimes  with  Mr.  Rolph,  and 
sometimes  with  Judge  Lindley. 

Senator  Lodge.  When  it  came  to  the  Cuban  arrangement — that  is 
for  the  ensuing  year  ? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  That  was  made  by  the  international  committee, 
was  it  not? 

Mr.  Hoover.  In  order  to  deal  with  the  Cuban  situation  we  had  to 
make  an  agreement  with  England,  France,  and  Italy,  and  thereby  to 
create  an  international  committee  to  undertake  the  matter. 

Senator  Lodge.  Who  constituted  that  committee? 

Mr.  Hoover.  I  forget  whom  the  original  suggestion  as  to  the  action 
came  from.    I  think  it  came  from  the  English  food  controller. 

Senator  Lodge.  I  mean,  what  was  its  membership  ? 

Mr.  Hoover.  The  membership  of  the  committee  itself? 

Senator  Lodge.  Yes. 

Mr.  Hoover.  Two  representatives  were  appointed  by  the  roval 
sugar  commission  in  London,  acting  for  the  En^ish  food  controller, 
and  one  representative  was  appointed  by  the  French  Government, 
and  he  has  not  yet  arrived ;  and  we  were  appointing  three. 

Senator  Lodge.  Who  are  our  three? 

Mr.  Hoover.  Mr.  Bolph,  Mr.  Babst,  and  Mr.  Jamison. 

Senator  Lodge.  They  all  represented  sreat  refineries,  did  they  not  i 

Mr.  Hoover.  Yes.  The  distinction  here  was  that  the  European 
Governments  were  acting  in  the  purchase  with  their  own  money, 
with  governmental  money.  We,  on  the  other  hand,  had  no  gov- 
ernmental money  to  purchase  with,  and  we  had,  therefore,  to  enUst 
the  American  refiners  to  take  the  same  position,  viz,  this  operation 
that  the  other  Governments  took  directly. 

Senator  Vardaman.  Who  were  those  men,  and  what  are  their  busi- 
ness affiliations? 

Mr.  Hoover.  Mr.  Rolph,  who  directly  represents  me.  was  formerly 
manager  of  the  California-Hawaiian  Kefining  Co.  Mr.  Rolph  ha.- 
no  interest  in  the  refining  or  the  sugar  business,  and  volunteered, 
without  remuneration,  to  work  for  the  Food  Administration  during 
the  war.  Mr.  Jamison  is  one  of  the  principal  men  in  Arbuckles,  an 
entirely  independent  refining  company,  and  Mr.  Babst  is  the  head 
of  the  American  Sugar  Refining  Co.  • 

Senator  Vardaman.  That  is  what  is  known  as  the  Sugar  Trust,  is 
it  not? 

Mr.  Hoo^T».  Yes. 

Senator  Vardaman.  They  fixed  the  price  on  their  own  products? 

Mr.  Hoover.  No,  sir.  They  have  had  very  little  voice  in  the  price; 
in  fact,  have  had  none.  Their  only  action  in  the  price  has  been  to 
complain  that  the  price  was  too  hi^h. 

Senator  Lodge,   i  ou  mean  the  price  paid  for  Cuban  sugar? 

Mr.  Hoover.  The  price  fixed  for  the  purchase  of  the  Cuban  crop. 

Senator  Vardaman.  Who  complained  of  that? 

Mr.  Hoover.  Mr.  Babst  and  Mr.  Rolph  and  Mr.  Jamison  and  the 
two  British  delegates  have  all  complained. 

Senator  Vardaman.  Did  they  say  it  was  too  high? 

Mr.  Hoover.  They  thought  it  was  higher  than  ought  to  be  paia. 
But  the  question  of  the  determination  of  the  price  did  not  revolve 
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entirely  around  the  commercial  desires  of  those  gentlemen  for  a 
lower  price.  It  revolves  around  the  relationships  with  Cuba,  and 
therefore  became  a  matter  that  was  practically  determined  by  the  five 
or  six  Governments  involved,  at  wnich  those  gentlemen  were  over- 
ridden. 

Senator  Vabdaman.  The  fixine  of  the  price  did  not  in  any  way 
affect  the  pecuniary  returns  to  the  companies  that  those  gentlemen 
represented  ? 

Mr.  Hoover.  No,  sir;  it  does  not;  because  the  companies  repre- 
sented by  those  gentlemen  are  limited  in  the  differential  that  they 
may  charge  between  raw  sugar  and  refined,  and  no  matter  what  the 
price  was,  they  would  have  gotten  no  different  figure. 

Senator  Vardaman.  The  truth  is,  Mr.  Hoover,  is  it  not,  that  a 
great  man^  of  the  gentlemen  who  hold  stock  in  those  different  com- 
panies are  interested  in  the  growing  of  the  sugar? 

Mr.  Hoover.  One  reason  for  the  choice  or  those  three  gentlemen 
for  the  committee  was  the  fact  that  no  one  of  them,  nor  their  com- 
panies, had  any  interest  in  Cuban  su^ar. 

Senator  Vardaman.  But  the  stockholders  of  those  companies  did, 
did  they  not? 

Mr.  Hoover.  That  I  can  not  tell.  I  presume  there  may  be  50,000 
stockholders. 

Senator  Vardaman.  And  is  it  not  true  that  they  were  interested 
also  in  the  manufacture  of  beet  sugar?  Is  not  the  American  Sugar 
Trust  a  stockholder  in  ^  great  many  of  the  beet-sugar  factories  of  the 
world ! 

Mr.  Hoover.  I  think  they  have  interests  in  the  beet  sugar ;  I  know 
they  have,  in  fact,  as  a  matter  of  public  information. 

I^nator  Vardaman.  I  think  it  is  a  matter  of  public  information. 

Mr.  Hoover.  I  would  like  to  say,  about  the  CSuban  price,  that  we 
sent  a  conmiissioner  to  Cuba  to  study  the  cost  of  production;  that 
the  result  of  that  study,  which  embraced,  I  believe,  about  80  per 
cent  of  the  actual  production  of  the  year  before,  came  out  at  some 
figure  like  $3.38  or  $3.39,  something  of  that  sort;  that  the  profit  that 
would  stimulate  production  in  Cm)a  was  apparently  about  a  cent, 
which  made  about  $4.38  or  $4.39,  and  some  of  the  gentlemen  in  the 
committee  were  strong  initially  that  the  price  should  be  about  $4.25 
or  $4.30,  as  being  a  representative  and  a  proper  price  to  stimulate 
Cuban  production  and  to  do  justice  by  the  Cubans.  The  Cuban  rep- 
resentatives, on  the  other  hand,  held  out  for  initially  $5.25,  and  a 
long  negotiation  took  place,  and  it  was  ultimately  closed,  at  the  re- 
quest ol  the  State  Department,  at  $4.60.  So  that  the  action  of  those 
gentlemen  in  that  whole  negotiation  was  toward  a  lower  price  than 
was  adopted  and  the  price  arrived  at  was  not  the  volition  of  either 
myself  or  those  gentlemen. 

Senator  Lodge.  On  that  question  of  costs  I  understood  you  to  say 
what? 

Mr.  Hoover.  About  $3.38  was  the  average,  although  there  are  some 
producers  in  Cuba  who  could  not  produce  at  that  price. 

Senator  Lodge.  1  have  here,  and  I  will  ask  to  have  it  put  in,  some 
analyses  of  the  Cuban  costs  on  a  cane-sugar  plantation,  made  by  Mr. 
J.  V.  Knight,  who  has  given  a  great  deal  of  attention  to  the  matter  of 
costs  in  Cuba  and  is  very  familiar  with  it.    I  will  not  read  it  now,  but 
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he  \yorks  it  out  that  the  average  cost  on  a  plantation  is  about  $3.47. 
I  think  they  are  interesting  figures,  and  I  will  ask  that  they  go  in. 

(The  paper  referred  to,  marked  "  Exhibit  No.  168,"  is  printed  in 
the  record  in  full,  as  follows:) 

ExHisrr  No.  168. 

THE   INCBEASED   COST  OF  CX7BAN   BAW    SI7GAB. 

[Compiled  by  J.  V.  Knlgfat,  Cuban  commercial  economlat  and  statistician,  238  Broadvty. 

New  York.] 

Statistics  of  an  ideal,  high-efficiency  mill,  with  an  annual  production  of 
200,000  bags  of  raw  96'  Cuban  sugar,  320  pounds  to  the  bag. 

Note. — Of  the  211  mills  actively  grinding  in  Cuba  last  season  only  20  at- 
tained a  production  of  200,000  bags  or  more.  The  following  data,  therefore, 
may  be  regarded  as  ideal  rather  than  typical  of  actual  conditions  governing 
the  Cuban  sugar  industry  as  a  whole : 

Foreword. — ^ESxcept  for  the  few  favored  Cuban  mills  which  enjoy  special 
advantages  owing  to  a  situation  of  Immediate  proximity  to  the  seaboard,  large 
output,  virgin  soil,  and  the  like,  the  production  in  Cuba  of  raw  sugar  at  figures 
approximating  the  previous  costs  is  a  thing  of  the  past  under  present  economic 
conditions. 

During  the  first  six  months  of  1917  all  charges  Increased  approximately 
50  per  cent,  owing  to  higher  wages,  a  rise  in  local  freight  rates  (Cuban), 
higher  cost  of  coal,  lubricants,  machinery,  hardware,  sacks,  and.  In  fact,  of 
all  factors  entering  Into  the  manufacture  of  a  bag  of  sugar.  Since  that  date 
(July  1),  the  following  additional  cost-factors  have  Increased  still  further: 
Labor,  all  classes.  Including  the  skilled  in  the  mills,  as  well  as  the  unskilled 
In  the  fields,  30  per  cent  during  the  grinding  season  and  20  per  cent  in  the  off 
season.  (By  agreement  between  strikers'  representatives  and  Dr.  Cristobal 
de  la  Guardla,  Cuban  labor  mediator,  as  of  November  14  last. )  Transportation. 
local,  20  per  cent,  as  of  November  20,  by  decree  of  the  Cuban  Railway  (3om- 
mlsslon, '  which  excepted  from  its  verdict  the  rates  on  all  foodstuffs  except 
sugar.  Oil  and  lubricants,  50  to  75  per  cent,  owing  to' economic  and  other  con- 
ditions apparently  beyond  the  control  of  Cuban  agencies. 

In  the  following  estimate-analysis  the  costs  are  as  of  an  average  plantation 
with  an  annual  production  of  2(X),(X)0  bags.  The  capitalization  has  been  taken 
at  $3,000,(XX),  the  equivalent  of  $15  a  bag,  although  It  Is  certain  that  the  replace- 
ment cost  of  a  200,(X)0-bag  mill  to-day  would  figure  more  than  this  amount 
Some  Cuban  companies  now  have  outstanding  securities  which  correspond  to 
as  much  as  $25  a  bag,  but  the  good  average  of  the  past  has  always  been 
considered  about  $15  a  bag,  not  taking  into  account  the  Increased  cost  factors 
of  1917.  As  regards  depreciation,  while  5  per  cent  per  annum  has  been 
allowed  In  the  following  charges,  this  is  insufficient  to  provide  for  alterations 
in  machinery  which  are  so  frequently  necessary  to  enable  the  Cuban  mills  to 
keep  pace  with  the  constant  advancement  in  the  art  of  sugar  manufacture. 

The  yield  is  estimated  at  Hi  per  cent,  which  Is  generally  accepted  as  the 
basis  which  any  well-managed  sugar  mill  may  rely  upon  from  year  to  year, 
though  the  low  sucrose  content  of  the  1916-17  zafra  was  less  than  this  i>er- 
centage.  As  regards  the  price  to  be  allowed  the  colono  for  his  cane.  (>* 
per  cent  may  be  taken  as  a  fair  average.  Any  mill  which  pays  more  rh;iii 
this  usually  makes  a  downward  revision  of  its  contracts  with  its  colona^.  or 
will  equalize  this  condition  by  planting  more  administration  cane. 

The  following  figures,  therefore,  represent  the  probable  cost  of  manufacture 
of  1  pound  of  raw  sugar  for  the  present  1917-18  season,  taking  into  account  all 
cost  factors,  as  of  December  1.  when  the  grinding  season  had  Just  begun,  aiul 
not  allowing  for  curtailment  of  expected  production : 

Operating  expenses  for  100  arrobas  or  2,500  pounds  of  cane  ground : 

Freight  on  cane  from  field  to  factory $0.60 

Milling  exx>enses  and  cost  of  bag .9*2 

Administration -'^ 

Railroad  freight  to  seal)oard .48 

Dead  season  expenses,  repairs,  etc .44 

Actual  operating  charges 2.69 
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Financial  charges  (yield,  287.5  pounds  of  sugar  to  each  100  arrobas  of 
2.500  pounds)  : 

Depreciation,  5  per  cent  on  $3,000,000 .67 

Interest  on  capital,  6  per  cent  on  $3,000,000 .  80 

Cuban  Government  tax  of  20  cents  a  bag .  18 

Actual  financial  charges 1.65 

Total  exi)enses  per  100  arrobas  of  cane  ground 4. 84 

100  arrobas  equal pounds—  2, 500 

Field  of  96**  sugar  (11^  per  cent) do 287. 5 

Manufactured  sugar  delivered  to  colonos  in  reimbursement  of  cane  re- 
tained by  factory  for  their  own  account,  61  per  cent pounds 162. 5 

Leaving  manufactured  sugar  for  account  of  mill  on  every  100  arrobas 

of  cane  ground,  5  per  cent pounds—      125 

1"       ■  =1 

$2.69  representing  operating  charges,  as  above,  divided  by  125  gives 
operating  expenses  per  pound  of  sugar  manufactured cents 2. 152 

$1.65  representing  financial  charges,  as  above,  divided  by  125  gives 
financial  charges  per  pound  of  sugar  manufactured,  including  in- 
terest, depreciation,  and  Cuban  Government  taxes cents__      1. 82 

Cost  of  production,  net,  per  pound do 8. 472 

Conclusion. — George  M.  Rolph,  in  his  testimony  before  your  committee,  re- 
vealed that  3.35  cents  a  pound,  net  cost  of  production,  was  accepted  by  the 
International  Sugar  Committee  as  their  basic  standard  in  their  fixation  of  a 
price  of  $4.60  f.  o.  b.  Cuba  ($4.90,  c.  and  f..  New  York)  for  the  Cuban  crop  of 
this  season. 

As  the  writer's  statistics  as  above  are  basically  correct,  as  revealed  by 
statistics  compiled  by  disinterested  and  nonrelated  sources,  and  known  increases 
since  July  1  in  the  transportation,  labor,  and  fuel  factors,  us  well  as  oil,  etc., 
for  a  mill  of  200,000  bags  annual  capacity,  it  is  apparent  that  the  figures  con> 
sidered  by  the  International  Sugar  Committee  as  a  basic  were  low  and  out  of 
line. 

Senator  Jones.  In  connection  with  the  inquiries  by  Senator  Var- 
(hunan  as  to  the  interests  which  the  members  of  the  international 
committee  might  have  in  the  price  fixed  for  sugar,  I  would  like  to 
inquire  if  the  price  of  beet  sugar  was  fixed  before  or  after  the  ap- 
pointment of  the  international  commission,  and  before  these  gentle- 
men became  connected  with  the  Food  Administration? 

Mr.  Hoover.  The  price  of  beet  sugar  was  agreed  on  verbally  some 
>\eeks  before  the  international  commission  was  set  up.  I  think  the 
contracts  were  probably  the  same  date,  but  the  price  was  agreed 
upon  with  the  beet-sugar  people,  I  think,  about  the  second  week  in 
September,  whereas  this  was  set  up  considerably  later.  What  I 
would  like  to  impress  upon  jou  is  that  the  function  of  those  gentle- 
men of  the  international  committee  is  to  determine  the  distribution 
of  sugar,  and  that  they  have  not  the  problem  of  price  in  their  hands. 

Senator  Lodge.  You  felt  it  necessary  that  that  allotment  of  sugar 
should  be  made  by  those  engaged  in  the  trade? 

Mr.  Hoover.  I  felt  that  we  are  in  these  times  primarily  dependent 
upon  the  patriotism  of  our  men  who  know  their  business;  that  it  is 
a  hopeless  thing  for  a  gentleman  like  myself  to  enter  upon  these 
multitudes  of  trades  without  the  best  and  most  competent  advice 
that  this  Nation  affords,  and  that  I  assume  the  men  who  lead  those 
trades,  if  they  are  patriotic  and  honest,  can  give  the  best  advice  that 
can  be  obtained,  and  that  especially  in  setting  up  an  organization  to 
handle  these  emergency  problems  in  quick  order  it  is  desirable  to 
enlist  those  men.    If  this  soes  on  for  vears  it  mav  be  desirnble  that 
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we  develop  a  bureaucracy  to  handle  these  issues.  But  it  is  a  matter 
of  opinion  and  discussion. 

Senator  Lodge.  You  do  not  think  that  complete  ignorance  of  a 
subject  is  necessary  in  order  to  secure  impartiality? 

Mr.  Hoover.  No,  sir. 

Senator  Lodge.  I  agree  with  you. 

Mr.  Hoover.  I  always  reserve  in  all  of  these  operations  the  final 
decision  to  myself,  and  I  take  the  final  responsibility, 
^^^''oenator  Vardaman.  Are  those  men  who  are  doing  this  still  in  the 
pay  of  the  companies  they  represent? 

'  Mr.  Hoo^'ER.  Mr.  Rolph,  I  understand,  is  not  in  the  pay  of  his 
company.  He  is  the  only  one  who  directly  represents  the  Food  Ad- 
ministration. I  know  nothing  about  the  allied  representatives  of  the 
iother  nations  here. 

Senator  Vardaman.  I  mean  the  representatives  of  the  United 
States. 

Mr.  Hoover.  Certainly.  Mr.  Babst  and  Mr.  Jamison,  I  believe, 
are  the  presidents  of  their  companies. 

Senator  Vardaman.  And  still  have  their  salaries.  The  revenues  of 
their  respective  companies  are  in  no  way  affected  by  what  they 
may  do?  ^ 

Mr.  Hoover.  I  can  not  see  how  they  are,  because  we  have  limited 
their  differential  to  the  maximum  profit  they  may  earn,  and  it  was 
of  little  moment  to  them  what  the  price  of  Cuban  sugar  was,  except 
the  desire  which  they  all  had  to  get  the  sugar  to  the  consumer  at 
the  lowest  price. 

Senator  vardaman.  I  hope  that  is  true. 

Mr.  Hoover.  I  am  convinced  it  is  true,  because  they  could  not  have 
any  interest  otherwise. 

Senator  Lodge.  I  have  not  the  slightest  intention  of  going  into  the 
relations  between  Cuba  and  this  Government;  I  do  not  think  that 
IS  in  the  least  necessary.  I  think  we  will  assume  that  the  Cubans 
would  desire  to  get  the  best  price  for  their  sugar  that  they  possibly 
could. 

Mr.  Hoover.  Most  certainly ;  and  we  would  desire  to  buy  it  at  the 
cheapest. 

Senator  Lodge.  Is  not  the  Cuban  crop,  the  sugar  production  of 
Cuba,  the  most  vital  thing  in  the  American  field? 

Mr.  Hoover.  I  consider  of  all  our  imports  foodstuffs  far  and  away 
the  most  vital. 

Senator  Lodge.  And  being  the  supply  of  our  sugar  here  and 
abroad,  it  is  the  most  vital  ? 

Mr.  Hoover.  Absolutely. 

Senator  Lodge.  It  is  better  to  pay  a  little  too  much  than  anything 
too  little  ? 

Mr.  Hoover.  Certainly.    We  must  stimulate  production. 

Senator  Lodge.  Because  our  desire  is  to  stimulate  production  ? 

Mr.  Hoover.  Certainly. 

Senator  Lodge.  It  would  be,  in  your  judgment,  better  to  pay  a 
somewhat  higher  price  than  to  have  the  Cuban  production  fall  off? 

Mr.  Hoover.  It  certainly  would. 

Senator  I^dge.  That  price  was  fixed  at  $4.60? 

Mr.  Hoo\^R.  Yes;  there  is  a  little  variable  for  ports. 

Senator  Lodge.  But  it  was  fixed  substantially  at  $4.60? 
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Mr.  HoovEB.  Yes. 

Senator  Lodge.  Then  you  made  an  allowance  to  the  refiner.? 

Mr.  Hoover.  Ye&,  sir;  of  $1.80. 

Senator  Lodge.  That  would  make  the  cost  of  sugar  $6.90  at  New 
York,  would  it  not? 

Mr.  Hoover.  The  freight  from  Cuba  to  New  York  is  still  a  deter- 
minable figure. 

Senator  Lodge.  It  would  make  the  net  cost  finally  $8.15? 

Mr.  Hoover.  We  are  assuming  that  we  will  deliver  the  sugar  in 
New  York  at  about  $6,  or  very  dose  to  it,  within  a  cent  or  two,  and 
then  the  refiner's  differential  on  that  will  be  $1.30,  which  brings  them 
up  to  $7.30,  perhaps  $7.35.    It  depends  on  freights. 

Senator  Lodge.  That  is,  in  the  future  ? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  But  the  prices  that  we  had  before  were  $6.90, 
were  they  not? 

Mr.  lioovER.  Six  ninety  was  a  figure  which  we  agreed  with  the 
allies  should  be  a  maximum  buying  figure  for  the  remnant  of  the  old 
crop,  as  against  $4.60  for  the  new  crop. 

Senator  Vardaman.  You  say  you  fixed  $1.30  differential? 

Mr.  Hoover.  Yes,  sir. 

Senator  Vardaman.  Did  you  ever  consider  the  proposition  or  the 
question  of  making  that  the  maximum  price  and  permitting  it  to  be 
manufactured  for  less  if  thev  saw  fit,  or  permitting  it  to  be  refined 
at  a  less  profit  if  they  saw  fits 

Mr.  Hoover.  That  is  the  case.  That  is  only  a  maximum.  It  is 
a  maximum  differential.  Any  refiner  who  wishes  to  refine  for  less 
than  that  may  do  so,  and  I  hope  he  will  if  he  can. 

Senator  Vardaman.  What  is  the  difference  between  that  price  and 
the  price  prior  to  your  fixing  it? 

Senator  Lodge.  I  was  coming  to  that. 

Senator  Vardaman.  Very  well,  then. 

Senator  Lodge.  You  asked  the  refiners  to  withdraw  from  the  raw- 
sugar  market,  did  you  not? 

Mr.  Hoover.  We  asked  them  not  to  pay  over  and  above  a  certain 
amoimt,  and  that  was  in  conjunction  with  the  allies,  and  at  a  later 
stage  we  asked  them  to  withdraw  in  favor  of  the  international  com- 
mittee, who  would  buy  and  divide  amongst  them  all.  There  was  a 
period  during  which  they  were  asked  not  to  pay  above  a  certain 
ngure. 

Senator  Lodge.  That  Resulted  in  the  closing  down  of  the  refineries, 
did  it  not  ? 

Mr.  Hoover.  No,  sir;  I  did  not  think  so.  At  that  time  therfe  was 
apparently  about  50,000  tons  of  sugar  left,  in  October,  and  they 
would  have  had  to  close  down  anyhow. 

Senator  Lodge.  They  did.  as  a  matter  of  fact,  close  down  ? 

Mr.  Hoover.  They  closed  down,  and  then  they  opened  up  and 
continued  to  operate  until  they  had  exhausted  the  American  part  of 
that  60,000  tons,  or  thereabouts. 

Senator  Lodge.  They  closed  down  and  then  the  Food  Administra- 
tion— ^this  international  committee,  I  should  say — came  in  as  a 
buver,  in  November,  was  it  not? 

Mr.  Hoover.  Yes ;  there  were,  some  cargoes,  some  sugars,  that 
were  still  coming  forward  to  the  New  York  refiners  at  that  period. 
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Senator  Lodge.  And  they  took  all  that  was  offered  on  the  basis  of 
$6.90,  duty  paid? 

Mr.  Hoover.  Yes;  and  I  would  like  to  say  that  all  the  old  crop 
sugar  in  Cuba  was  bought.  The  statement  has  been  made  that  that 
resulted  in  shortening  the  American  supply;  but  the  fact  that  all 
that  supply  came  to  the  United  States  or  went  to  the  allies  must  be  a 
sufficient  answer  to  that  statement. 

Senator  Lodge.  You  say  there  were  no  sugars  at  that  time? 

Mr.  Hoover,  No  ;  I  do  not  know.  There  was  a  certain  araoimt  of 
sugar  in  Cuba,  an  indeterminate  amount ;  a  certain  remnant  of  the 
old  crop.  What  I  say  is  that  it  subsequently  did  reach  either  the 
United  States  or  the  allies. 

Senator  Lodge.  In  the  sugar  year  there  comes,  as  a  rule,  a  time 
in  the  autumn  when  the  old  crop  has  been  pretty  well  disposed  of 
and  the  new  crop  has  not  begun  to  come  in,  and  during  that  period 
the  beet  sugar  comes  forward,  does  it  not? 

Mr.  Hoover.  Usually  it  helps  out. 

Senator  Lodge.  I  mean,  under  ordinary  circumstances  the  beet- 
sugar  crop  comes  forward. 

Mr.  Hoover.  And  it  helped  out  this  year  to  some  extent 

Senator  Lodge.  Yes.  Well,  it  was  734,000  tons — or  whatever  it 
was.  I  say  that  the  autumn  of  the  year,  October  and  November,  is 
the  time  when  there  is  a  natural  shortage,  if  I  mav  say  so. 

Mr.  Hoover.  And  this  year  it  was  accentuated  by  being  something 
like  300,000  tons  of  cane  sugar  short,  and  the  refiners  would  have  hail 
to  close  down  in  any  event. 

Senator  Lodge.  The  beet  sugar  was  unusually  late  this  year? 

Mr.  Hoover.  It  was  partially  late. 

Senator  Lodge.  You  mean  the  California  crop — and  the  other  wa^ 
late,  was  it  not,  owing  to  a  backward  summer? 

Mr.  Hoover.  Yes ;  it  was  late ;  and,  in  addition  to  that,  there  wn- 
that  car  shortage  and  inability  to  get  the  sugars  to  market. 

Senator  Lodge.  What  I  am  trymg  to  get  at  now  is  the  cause  of 
this  sHortage,  which  was  so  severe  in  the  Eastern  States. 

Mr.  Hoover.  Yes. 

Senator  Lodge.  This  was  brought  out  in  the  testimony  the  other 
day,  and  I  want  to  refer  to  it. 

On  December  15  the  Great  Western  Sugar  Co.,  of  Denver,  Colo- 
had  107,138  tons  on  hand;  the  Spreckels  Sugar  Co.,  of  SpreckeK. 
Cal.,  had  31,000  tons — that  is,  in  round  numbers;  the  Idaho  &  Utiih. 
at  Salt  Lake,  had  71,000  tons;  the  Michigan  Sugar  Co.  had  9,000 
tonSfc  and  the  American  Beet  Sugar  Co.  had  22,603  tons.  That  was 
on  hand  December  15 — 241,000  tons.  On  December  14 — well,  received 
by  the  Hawaiian  &  California  between  September  1  and  December 
14,  including  the  raws  on  hand  December  1,  there  were  67,000  tons, 
making,  in  all,  something  over  300,000  tons  on  hand  at  that  period. 

The  consumption  of  the  country  was  about  350,000  tons? 

Mr.  Hoover.  Yes,  sir. 

Senator  Lodge.  That  takes  no  account  of  the  Cuban  sugars  that 
you  say  were  brought  in  and  refined  during  that  period,  which  would 
c'lrry  it  up  to  the  normal  amount.  Now,  why  was  it,  in  the  presence 
0  r  those  facts  as  to  the  amount  of  sugar  on  hand,  that  there  was  such 
«  severe  shortage  in  the  Eastern  States  ? 
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Mr.  Hoover.  Solely  and  absolutely  shortage  of  cars;  inability  to 
get  cars  through. 

Senator  Lodge.  It  was  testiified  here  by  Mr.  Spreckels  that  he 
made  an  offer  to  the  Food  Administration,  asking  to  be  allowed  to 
buy  raw  sugars  and  agreeing  that  he  would  supply  them  at  the  fixed 
price  to  the  consumer. 

Mr.  Hoover.  I  do  not  recollect  any  conversation  of  that  character. 
I  do  not  know  in  what  connection. 

Senator  Lodge.  The  correspondence  is  all  in  the  testimony ;  his 
correspondence  with  Mr.  Boiph.  It  was  all  conducted  by  corre- 
spondence. 

Mr.  Hoover.  But  my  recollection  of  that  was  that  Mr.  Spreckels 
wanted  to  pay  more  than  $6.90  for  the  Cuban  sugar. 

Senator  Lodge.  For  any  raws,  did  he  not? 

Mr.  Hoover.  Mr.  Spreckels,  I  believe,  was  offered  raws  from  Ha- 
waii, but  would  not  accept. 

Now  I  want  to  explain  about  the  Cuban  situation  a  little  further. 
I  think  it  is  important. 

Senator  Lodge.  I  think  he  wanted  to  buy  some  Peruvian  raws,  did 
he  not? 

Mr.  Hoover.  The  Peruvian  raws,  a  small  amount,  were  in  the 
hands— practically  negotiated  by  Canada  at  that  time.  The  rem- 
nants or  sugar  around  the  world,  in  Cuba  and  the  small  amount  in 
Peru,  were  m  the  way  to  make  the  price  of  sugar  for  the  whole  of 
next  year.  An  unlimited  bidding  for  that  small  amount  of  remnants 
of  raw  sugar  would  have  seriou^y  affected  the  entire  sugar  question 
for  next  year,  and  we  felt  strongly  that  if  we  could  hold  that  sugar 
down  in  price  we  would  moderate  the  price  that  the  American  people 
would  have  to  pay  for  the  next  year's  sugar.  The  fact  that  it  resulted 
in  no  decrease  of  supplies  seems  to  me  is  shown  by  this  telegram  that 
T  would  like  to  put  in  from  the  American  consul  general,  in  which 
he  cables  to  me: 

Export  from  Cuba  to  neutral  countries  for  September,  October,  and  Noveu)- 
her,  according  to  statistics  liere.  Is  as  follows:  Spain,  316  tons;  Mexico.  1.C50 
tons.    Practically  no  other  sugar  on  the  island  of  the  old  crop  unsold. 

So  that  during  that  period  that  sugar  did  come  into  the  market,  or 
go  to  the  allies,  and  one  of  the  reasons  for  its  going  in  this  direction 
was  that  the  Cuban  Government  placed  an  embargo  upon  exporta- 
tion, I  think  upon  the  1st  of  October,  in  favor  of  this  country  and  the 
allies.  These  small  quantities  of  sugar  to  Mexico  and  Spain,  T  am 
told,  were  under  previous  contracts. 

Senator  Lodge.  They  are  negligible. 

Mr.  Hoover.  They  are  negligible. 

Senator  Vardaman.  Did  not  the  Canadian  Government  pay  more 
for  that  sugar  that  Mr.  Spreckels  offered  to  buy,  to  refine  and  sell  at 
the  price  that  you  had  fixed,  than  your  committee  had  stated? 

Mr.  Hoover.  No;  not  the  Canadian  Government. 

Senator  Vardaman.  I  mean  the  Canadian  people ;  I  do  not.  care 
whether  it  was  the  Government  or  not. 

Mr.  Hoover.  And  there  were  some  Canadian  refiners  who  broke 
over  the  arrangement  and  did  buy  some  of  that  sugar;  I  do  not  know 
the  quantity,  but  practically  5,000  to  6,000  tons  of  sugar,  above  the 
price  agreed  upon  oy  the  international  committee,  and  when  that  was 
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discovered  he  was  taken  to  task,  and  reverted  back  to  the  price;  and 
that  was  done ;  and  that  was  a  matter  to  be  regretted,  from  our  point 
of  view.  The  effect  of  the  fixing  of  the  figure  of  $6.90  at  that  time 
was  to  lower  the  price  to  the  American  consumer  by  about  a  cent  a 
pound  when  that  was  done. 

Senator  Lodge.  Lowering  the  price  of  sugar  when  there  is  no  sugar 
IP  rather  unsatisfactory. 

Mr.  Hoover.  The  American  consumer  has  had  80  per  cent  of  his 
normal  supply  of  sugar  right  up  to  the  present  date.  The  misfortune 
is  the  inequality  of  the  distributing  that  arises  from  the  condition  of 
the  transportation  system  of  the  country. 

Senator  Vardaman.  Has  the  lowering  of  the  price  and  keeping  it 
at  $6.90  deprived  the  American  consumer  of  any  sugar? 

Mr.  Hoover.  Not  one  atom,  as  is  shown  by  this  cablegram  from  the 
American  consul  general : 

Senator  Vardaman.  What  about  that  one  amount  that  went  to 
/       Canada.    Would  that  have  gone  to  the  American  consumer? 
\     Mr.  Hoover.  Canada  must  have  a  supply  of  sugar. 

Senator  Vardaman.  But  she  was  getting  it  in  violation  of  your 
agreement. 

Mr.  Hoover.  I  agree  that  they  had  that,  but  we  would  have  had  to 
have  absolutely  let  Cauda  have  some  sugar.  She  is  in  the  war  with 
us,  and  we  must  pool  our  interests  with  our  allies.  If  Canada  had 
not  had  that  sugar  we  would  have  had  to  have  parted  with  some  of 
our  sugar  to  Canada,  great  as  our  distress  was. 

Senator  Lodge.  You  speak  about  the  distribution  of  sugar.  There 
was  sugar  in  the  country  which  was  distributed  that  recovered  the 
amount  almost  to  the  normal  of  350,000  tons  a  month  ? 

Mr.  Hoover.  There  was  a  period  when  the  supply  was  below  nor- 
mal. By  the  15th  of  December  there  would  have  been  pretty  near  a 
normal  supply  if  we  had  had  the  transportation. 

Senator  Lodge.  There  was  sugar  in  the  country,  beet  sugar,  was 
there  not,  in  November,  that  could  be  transported  ? 

Mr.  Hoover.  I  have  not  the  figures  here  of  the  factory  stocks  of  the 
various  months.  I  have  here  the  figures  of  shipments  from  the 
factories  during  the  different  months  up  to  this  time. 

Senator  Lodge.  Up  to  the  16th  of  J[ovember  there  had  been  no 
shipments  of  sugar  east  of  Pittsburgh,  had  there? 

Mr.  Hoover.  Very  little. 

Senator  Lodge.  But  it  was  there? 

Mr.  Hoover.  Just  at  that  time 

Senator  Lodge.  The  sugar  was  there,  was  it  not? 

Mr.  Hoover.  Well,  at  that  period  there  was  just  as  great  a  dearth; 
there  was  some,  but  there  was  just  as  little  West,  pendmg  the  arrival 
of  the  sugar,  as  there  was  in  the  Northeast. 

Senator  Lodge.  Did  you  not  increase  the  price  of  beet  sugar  at 
Boston  ? 

Mr.  Hoover.  Yes ;  at  one  point,  when  we  increased  the  price ;  but 
we  had  secured  as  many  shipments  into  that  territory  at  the  old 
price  as  we  could  get  cars  for.  The  object  of  increasing  the  price 
was  the  inability  to  make  the  retailer  hand  it  over  to  the  consumer. 

Senator  Lodge.  Almost  none  had  come  in. 

Mr.  Hoover.  There  were  a  great  many  cars  dispatched. 

Senator  Lodge.  Prior  to  the  rise  in  price? 
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Mr.  Hoover.  Yes. 

Senator  Lodge.  It  did  not  appear  very  conspicuously  when  I  was 
there. 

Mr.  Hoover.  At  one  moment  I  think  we  had  ^rack  of  some  300 
cars  that  were  stalled  in  the  blockade. 

Senator  Lodge.  After  you  had  raised  the  price  of  beet  sugar  at 
Boston  from  $7.25  to  $8.15,  between  November  23  and  December  14, 
there  were  196  cars  shipped  east  of  Pittsburgh. 

Mr.  Hoover.  All  of  those  cars  were  dispatched  from  the  factory 
in  the  face  of  the  price  of  $7.25. 

Senator  Lodge.  And  you  say  that  the  raising  of  the  price  had 
nothing  to  do  with  their  going  forward? 

Mr.  Hoover.  Nothing  whatever. 

Senator  Lodge.  Why  did  you  raise  it? 

Mr.  Hoover.  Because  the  consumer  was  gjetting  no  benefit  from  the 
situation.  The  traffic  was  being  loaded  with  the  additional  freight 
into  New  England. 

Senator  Lodge.  I  do  not  exactly  imderstand  that  reasoning.  What 
was  the  object  of  raising  the  prices  if  it  would  have  no  effect  on  the 
movement  of  sugar? 

Mr.  Hoover.  We  gave  the  factory  the  benefit  of  what  would  other- 
wise have  gone  to  the  distributing  trade  and  compensated  them  to 
some  extent  for  their  extra  freight  cost  of  penetratmff  that  territory. 

Senator  Lodge.  But  that  was  the  price  at  the  seaboard  with  the 
differential  to  interior  points? 

Mr.  Hoover.  But  the  differential  to  interior  points  results  in  a 
larger  net  profit  to  him  than  if  he  ships  to  the  seaboard. 

Senator  Lodge.  Certainly,  because  he  ^ets  the  differential. 

Mr.  Hoover.  We  also  had  a  matter  of  justice  that  came  into  that 
situation,  because  the  Louisiana  producers  were  obtaining  the  north- 
eastern seaboard  price,  and  we  felt  that  it  was  unfair  to  the  beet 
producers  to  ask  tnem  to  take  less  in  the  same  territory,  and  we  felt 
that  the  consumer  was  not  getting  the  advantage. 

Senator  Lodge.  But  at  all  events,  after  the  raise  was  made,  sugar 
moved. 

Mr.  Hoover.  Sugar  moved  before  the  raise  was  made.  If  you  wish 
to  have  the  dates  when  the  cars  were  dispatched,  I  am  able  to  get 
them. 

Senator  Lodge.  East  of  Pittsburgh? 

Mr.  Hoover.  They  moved  from  the  factories  so  that  the  sugar 
company  had  no  further  interest. 

Senator  Lodge.  But  somebodv  had  an  interest. 

Mr.  Hoover.  The  factory  was  dispatching  the  care. 

Senator  Lodge.  Up  to  November  20  practically  no  cars  had  come 
east  of  Pittsburrfi  with  beet  sugars. 

Mr.  Hoover.  That  is  true. 

Senator  Lodge.  After  November  20,  when  you  raised  the  price, 
cars  did  come? 

Mr.  Hoover.  On  the  other  hand,  cars  had  been  dispatched  from 
the  factories  into  the  northeastern  territory  without  regard  to  price. 

Senator  Lodge.  And  I  do  not  see  why  vou  raised  the  price  if  we 
were  to  »t  it  at  the  lower  price. 

Mr.  Hoover.  For  two  reasons,  that  the  consumer  was  not  getting 
the  benefit  of  the  small  amount  of  cheaper  sugar,  and  it  was  an  in- 
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justice  to  the  beet  men  to  iisk  them  to  take  U*ss  in  the  same  territory 
than  the  Louisiana  men. 

Senator  Vardaman.  If  it  had  been  sold  for  $7.20,  or  whatever  the 
price  was,  would  not  the  consumer  have  gotten  the  benefit  of  it  ? 

Mr.  Hoover.  That  sugar  is  filtered  through  the  trade,  through  the 
wholesalers  to  the  retailers,  and  the  public  impression  of  price  is 
about  9^  cents  or  10  cents  a  pound,  and  we  have  had  the  utmost  diffi- 
culty to  hold  it  down  to  that.  If  the  retailer  obtains  100  pounds  at 
8^  or  $7.25,  as  against  8^  for  his  other  sugar,  we  do  not  believe  that 
the  consumer  would  have  ever  seen  a  shadow  of  a  difference. 

Senator  Lodge.  Then,  the  raise  was  in  order  to  give  further  com- 
pensation to  the  beet-sugar  men? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  To  the  beet-sugar  manufacturers.  I  had  supposed 
that  it  was  done  in  order  to  stimulate  the  shipping  east. 

Mr.  Hoover.  It  has  that  complexion,  because  tne  beet-sugar  men 
were  complaining  that  the  Louisiana  sugar  should  take  care  of  the 
northeastern  territory,  as  they  were  getting  a  higher  price,  and  that 
we  should  not  call  oh  them  to  take  the  northeastern  territory  and 
fill  in  the  deficiencies  of  the  Louisiana  producer,  and,  therefore,  in 
order  to  straighten  it  out  and  to  induce  them  to  play  the  game  and  to 
do  what  we  wanted  with  further  shipments  to  relieve  it,  we  thought 
the  best  thing  was  to  put  the  two  producers  on  the  same  basis. 

Senator  Vardaman.  Have  they  shipped  any  more  sugar  since  then  ? 

Mr.  Hoover.  Yes ;  some  more. 

Senator  Vardaman.  How  much  ? 

Mr.  Hoover.  I  could  not  tell  you  just  the  amount,  but  I  can  find  out. 

Senator  Lodge.  You  have  Louisiana  sugar  there  in  the  New  Eng- 
land area? 

Mr.  Hoover.  As  much  as  can  be  gotten  out  with  the  cars. 

Senator  Lodge.  You  had  it  there  at  that  moment;  it  was  being 
groimd,  was  it  not?  Louisiana  raws  were  being  manufactured  at  one 
of  our  refineries. 

Mr.  Hoover.  One  of  the  things  in  the  New  England  situation  was 
that  the  contract  with  the  American  Sugar  Refining  Co.  for  100,000 
tons  was  to  be  divided,  50,000  tons  to  the  northeast  territory  and 
50,000  tons  to  the  south.  The  Louisiana  producer  found  that  he  could 
sell  his  brown  sugar  at  the  same  price  as  granulated  under  this  short- 
age, and,  therefore,  he  did  not  offer  the  raws  to  the  refijiing  company, 
so  that  the  refining  company  never  got  the  100,000  tons.  I  do  not 
know  what  they  did  get,  but  I  presume  between  30,000  and  40,000 
tons. 

Senator  Jones.  Twenty-six  thousand  tons. 

Senator  Lodge.  Twenty-six  thousand  tons  it  has  been  testified. 

Mr.  Hoover.  And  the  Louisiana  producer  producing  brown  sugars 
has  shipped  as  much  as  possible  into  the  northeastern  territory,  and 
again  he  has  had  the  blockade  against  him,  but  he,  of  course,  has  been 
able  to  market  his  sugars  for  the  South  within  range  where  he  could 
get  deliveries. 

Senator  Lodge.  A  certain  amount  of  Louisiana  sugar  came  through 
to  Boston. 

Mr.  Hoover.  Yes.  We  have  tried  very  hard  to  get  railway  cars 
there  from  both  quarters. 
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Senator  Lodge.  And  the  beet  sugar  was  then  brought  there,  and 
the  price  quoted  the  same  as  the  Louisiana  sugar — 8.16? 

Mr.  Hoover.  Yes;  we  wanted  to  put  them  on  the  same  basis  so  as 
to  induce  them  both  equally  to  play  the  game. 

Senator  Lodge.  Well,  we  got  the  low  price,  but  there  was  a  severe 
shortage  with  it. 

Mr.  Hoover.  I  have  a  statement  here  showing  the  distribution  of 
sugar  as  near  as  I  can  estimate  it  for  the  three  months — September, 
October,  and  November — ^that  I  should  like  to  put  in.  It  is  embraced 
in  the  complete  statement  that  I  offered,  and  if  I  might  put  that  into 
the  record  I  think  it  would  illuminate  the  fact  that  there  has  been 
at  least  250,000  tons  of  sugar  available  each  month  during  the  short- 
age. 

Senator  Lodge.  You  mean  in  the  country  at  large? 

Mr.  Hoover.  Yes ;  it  has  been  put  on  board  transportation. 

Senator  Lodge.  If  the  Cuban  crop  and  the  other  crops  turn  out  as 
they  promise  now,  and  the  country  makes  the  savings  that  are  reason- 
ably to  be  looked  for,  ought  there  not  to  be  an  ample  supply  next  year — 
I  mean  with  the  reduced  amount  to  the  allied  powers  ? 

Mr.  Hoover.  The  international  committee  has  worked  up  and  we 
have  all  worked  on  a  distribution  of  sugar  for  the  next  year  as  between 
the  different  Governments,  and  on  the  preliminary  figures,  basing  the 
Cuban  crop  at  3,200,000  tons — and  we  all  have  hopes  of  a  larger  crop — 
the  allied  demands  are  short  by  about  250,000  tons,  if  we  have  our  full 
normal  consumption.  And  it  becomes  a  problem  as  to  whether  they 
transport  from  Java  250,000  tons  on  the  one  hand,  whether  the  Cuban 
crop  shall  turn  out  3,200,000  tons  or  more  than  3,200,000,  and  the 
alternative  of  whether  we  shall  reduce  our  consumption  by  250,000, to 
300,000  tons. 

Senator  Lodge.  Is  not  the  great  point  of  danger  a  reduction  of  the 
beet  area? 

Mr.  Hoover.  It  is  a  matter  for  anxiety,  and  a  matter  that  I  am  very 
anxious  to  get  stimulated  up. 

Senator  Lodge.  Because,  as  I  have  said  before,  having  a  low  price 
for  sugar,  if  there  is  no  sugar,  is  rather  a  sterile  pleasure. 

Mr.  lIoovER.  If  we  have  the  right  to  buy  sugar,  we  could  place  the 
beet  factories  in  such  position  that  they  could  earn  a  normal  interest 
on  their  investment  and  give  an  opening  to  the  beet  grower,  which  we 
could  then  licjuidate  over  the  entire  sugar  of  the  country,  Cuban  and 
all.  We  are  m  this  difficulty :  If  we  agree  on  a  price  for  Cuban  sugar 
which  protects  tRe  consumer,  we  are  prejudicing  the  beet  industry  in 
these  circumstances,  and  the  only  solution  to  that  that  I  can  see  is  not 
to  penalize  the  country  to  pay  $30,000,000  to  $40,000,000  more  for 
Cuban  sugar  than  is  necessary  to  stimulate  their  production,  but  to 
pay  someming  more  for  the  beet  or  Louisiana  sugar  to  stimulate  their 
production  and  to  average  the  price  of  all  to  the  consumer. 

Senator  Vardaman.  The  testimony  here,  given  by  these  people  from 
the  beet-growing  sections  of  the  countrv,  is  that  the  sugar  manu- 
facturers have  all  declared  very  large  dividends. 

Mr.  Hoover.  Some  of  them  have,  but  not  all  of  them. 

Senator  Vardaman.  Well,  the  majority  of  them,  as  these  gentlemen 
testify? 

Mr.  Hoover.  There  is  one  thing  thnt  I  would  like  to  say  about  the 
difficulties  of  the  price  of  beets  and  of  beet  sugar,  and  that  is  that  the 
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beets  must  be  contracted  for  now,  and  the  beet  factory  is  not  able  to 
determine  the  price  that  it  will  obtain  for  its  product.  In  other  words, 
in  contracting  for  the  beets  the  beet  farmer  has  an  assurance  of  his 
income,  whereas  the  factory  is  taking  a  total  gamble  on  the  price  of 
sugar.  Some  of  the  beet  factories  take  the  view  that  if  peace  came 
the  price  of  sugar  might  fall.  On  the  other  hand,  there  is  another 
view  that  if  peace  came  the  price  of  sugar  might  rise.  It  is  a  matter 
of  opinion  in  any  event,  but  the  beet  factory  m  all  honest  commerce 
is  entitled  to  something  for  its  gamble  on  the  price  of  sugar,  and  it 
would  be  a  desirable  thing  if  some  participation  in  the  risks  could  be 
arrived  at  between  the  producer  and  the  factory  by  which  they  would 
also  participate  in  the  profits. 

Senator  Vardaman.  All  of  the  evidence  here  is  that  there  is  a  wide 
margin  for  the  beet  manufacturer. 

Mr.  Hoover.  You  have  heard  the  beet  producer's  side  of  the  storv. 
and  I  have  to  listen  to  both  sides,  and  it  would  be  desirable,  I  think, 
for  the  conunittee's  own  information  to  hear  the  beet  factory  and 
their  views  on  the  question. 

Senator  Vardaman.  I  should  like  to  have  it. 

Senator  Lodge.  To  get  beet  sugar,  we  have  got  to  have  them  both. 

Mr.  Hoover.  Certainly. 

Senator  Lodge.  We  have  got  to  encourage  them  both. 

Senator  Vardaman.  That  is  undoubtecuy  true,  but  up  to  daie  at- 
tention has  been  especially  paid  to  the  manufacturer  and  the  beet 
growers  get  nowhere. 

Mr.  Hoover.  It  is  only  in  the  last  month  that  the  beet  growers^ 
problem  has  arose. 

Senator  Vardaman.  His  problem  arose  sometime  ago,  and  it  has 
risen  in  such  a  way  as  to  discourage  him  from  continumg  the  plant- 
ing of  beets,  because  he  is  opposed  to  selling  his  beets  for  less  than 
the  cost  of  production,  if  the  testimony  given  here  is  worth  anything. 

Mr.  Hoover.  Of  course  the  factories  do  not  agree  to  that  point 

Senator  Vardaman.  The  record  shows  that  the  factories  are  mak- 
ing enormous  dividends. 

Mr.  Hoo\TJR.  I  confess  that  I  do  not  yet  know  their  rights  and 
wrongs  of  the  thing  yet,  and  I  proi)ose  to  have  an  inquiry  to  deter- 
mine that. 

Senator  Lodge.  I  want  now  to  go  back,  and  I  will  ask  the  reporter 
to  read  Mr.  Hoover's  last  answer  to  my  last  question. 

(The  reporter  read  Mr.  Hoover's  answer  as  follows) : 

If  we  had  tlie  rijrlit  to  buy  sugar,  we  could  place  the  beet  factories  in  such 
position  that  they  could  earn  a  normal  interest  on  their  investment,  and  give  an 
opening  to  the  beet  grower  which  we  could  then  liquidate  over  the  entire  sugar 
of  the  country,  Cuban  and  all.  We  are  in  this  difficulty.  If  we  fix  a  price  for 
Cuban  sugar  which  protects  the  consumer,  we  are  prejudicing  the  beet  industry 
in  these  circumstances,  and  the  only  solution  to  that  that  I  can  see  Is  not  to 
penalize  the  country  to  pay  $20,000,000  or  $30,000,000  more  for  Cuban  sugar 
than  is  necessary  to  stimulate  their  production,  but  to  pay  something  more  for 
the  beet  or  Louisiana  sugar  to  stimulate  their  production  and  get  an  average  of 
sugar  prices. 

Mr.  Hoover.  I  would  like  to  make  one  extension  to  that. 

Senator  Lodge.  Yes.  I  did  not  quite  understand  it  when  you 
answered,  and  I  do  not  yet.     I  was  ffoing  to  ask  j'ou  more  about  it. 

Mr.  Hoover.  The  extension  is  this,  that  if  we  have  the  right  to  buy 
sugar  we  can  probably  give  assurances  to  the  beet  factory  that  would 
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remove  from  them  the  gamble  that  they  have  to  take,  and  thereby 
they  could  in  turn  pay  a  larger  portion  of  their  returns  to  the  beet 
producers.  That  is  the  point  I  was  trying  to  make.  It  might  not 
result  in  any  change  of  the  level  of  prices  to  the  consumer  at  all. 

Senator  Lodge.  But  to  protect  him  and  the  Louisiana  people  on 
the  price  fixed  on  imported  sugar,  duty  paid,  you  say  would  cost 
$20,000,000  or  $30,000,000—1  mean,  if  you  did  it  by  raising  the  price 
of  imported  sugar,  duty  paid. 

Mr.  Hoover.  Yes;  ii  we  allowed  the  present  risk  of  the  factory 
to  go  on.  In  other  words,  he  will  say,  if  he  pays  more  than  $7.50 
f or  nis  beets — and  they  can  not  pajr  more  than  that  for  beets  if  they 
are  to  take  the  risk  of  uncertain  prices — if  we  could  assure  him  that 
sugar  would  be  bought  at  7.25, 1  am  confident  he  could  give  more  for 
the  beets  and  put  tne  beet  producer  in*  his  legitimate  position. 

Senator  Lodge.  Do  you  think  to  give  him  that  protection  you  must 
carry  the  price  of  Cuban  sugar,  imported  duty  paid,  to  a  higher 
point  so  as  to  give  him  a  sufocient  margin,  or  make  a  fecial  price 
for  the  Louisiana  and  the  beet-sugar  people? 

Mr.  Hoover.  My  own  solution  would  be  to  make  a  special  price  for 
them,  but  we  could  not  do  it  unless  we  had  control  of  all  of  the 
sugar,  to  distribute  the  price  over  the  map. 

Senator  Lodge.  You  have  control  of  the  Cub«^n  sugar,  but  how  can 
you  maintain  a  different  price  for  the  Louisiana  and  tne  beet  sugar 
from  that  for  Cuban  sugar? 

Mr.  Hoover.  If  we  had  the  right  to  buy  sugar  from  the  three 
different  quarters,  we  could  buy  tne  sugar  at  three  different  prices, 
if  it  was  necessary,  and  make  an  average  price  of  the  three. 

Senator  Lodge.  I  do  not  know  just  how  that  could  be  done.  How 
could  you  do  that? 

Mr.  Hoover.  I  see  no  difficulty  in  entering  into  a  contract  with  the 
beet-sugar  factories  to  buy  their  sugar  at  probably  variable  prices 
among  the  different  factories,  computed  on  proper  and  normal  profit. 

Senator  Lodge.  But  at  a  different  price  rrom  the  prevailing  price 
for  Cuban  raws? 

Mr.  Hoover.  Yes;  basing  it  on  a  question  of  stimulation  of  pro- 
duction. 

Senator  Lodge.  And  you  would  do  the  same  with  the  Louisiana 
people  ? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  How  could  you  induce  the  Cubans  to  accept  a 
lower  price? 

Mr.  Hoover.  To  buy  the  Cuban  crop  again  on  the  basis  of  produc- 
tion  and  a  proper  profit  for  stimulation. 

Senator  Lodge.  Of  course,  vou  can  compel  the  Cubans  to  sell, 
l>ecause  you  can  take  the  possible  market  away  from  them,  but  that 
is  not  a  thing  that  it  is  desirable  to  do. 

Mr.  Hoover.  No  ;  I  do  not  believe  in  compelling  the  Cubans  to  take 
an  unjust  profit  or  anything  of  that  kind,  but  the  Cuban  production 
is  at  a  lower  order  of  cost  m  respect  to  the  situation  whicn  exists  in 
our  own  country  at  the  present  moment. 

Senator  Lodge.  A  lower  order  of  cost '( 

Mr.  Hoover.  Yes. 

Senator  Lodge.  Their  costs  have  risen,  have  they  not  ? 

Mr.  Hoover.  Yes;  all  costs  have  risen. 

.38464—18 30 
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Senator  Lodob.  I  do  not  quite  understand  how  you  expect  to  get 
three  different  sugars  at  different  prices. 

Mr.  Hoover.  By  purchase. 

Senator  Lodge.  Let  the  Government  purchase  them  all  ? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  And  then  sell  them  all  as  Government  sugar  at  a 
certain  price? 

Mr.  Hoover.  That  is  it. 

Senator  Lodge.  Do  you  think  that  the  Cubans  would  accept  an  ar- 
rangement of  that  kind? 

Mr.  Hoovi».  I  think  so,  because  we  would  purchase  Araerican 
sugars  at  variable  prices.  Some  factories  in  this  country  have  made 
too  much  profits  this  year.  We  could  expect  a  factory  producing  at  4 
cents  to  make  a  legitimate  profit  by  selling  sugar  at  5.  The  other 
factories  might  have  to  sell  at  8  in  order  to  stimulate  production. 

Senator  Ix>doe.  I  have  heard  it  stated  that  the  estimates  of  cost  in 
beet  sugar  factories  vary  from  three  and  a  fraction  to  five  and  a 
fraction.  Even  those  whose  cost  is  five  and  a  fraction  would  make 
a  profit  of  7.25,  would  they  not! 

Mr.  Hoover.  But  it  should  be  always  borne  in  mind  that  $7.25  con- 
tains the  freight,  differential,  and  the  selling  costs. 

Senator  Lodge.  It  does  not  contain  the  whole  freight. 

Mr.  Hoover.  The  actual  average  return  to  the  factories  is  probably 
$6.70  or  $6.80,  somewhere  along  there.  Some  factories  contend  their 
costs  are  higher  than  that  figure  at  the  present  moment.  That  state- 
ment I  make  on  their  contenttion;  I  have  not  investigated  their  books. 

Senator  Lodge.  The  cost  of  Louisiana  is  higher. 

Mr.  Hoover.  That  is  true. 

Senator  Vardaman.  If  I  understand  you  correctly,  if  the  law 
should  be  amended  so  as  to  permit  you  to  buy  the  sugar,  make  the 
Government  the  purchaser  or  beet  sugar  from  the  factory,  would  you 
desire  that  the  Government  should  give  you  the  power  to  nx  the  price 
of  sugar  at  the  factory  and  take  it  at  what  you  think  it  is  worth — 
commandeer  it,  as  it  were? 

Mr.  Hoover.  I  think  the  natural  course  of  that  sort  of  thing  would 
be  to  set  up  some  sort  of  an  independent  body  to  determine  a  proper 
figure  to  be  given  in  this  matter. 

Senator  Vardamax.  And  you  would  buy  from  the  factories  at  dif- 
ferent prices,  taking  into  account  the  cost  of  production,  etc.? 

Mr.  Hoover.  Yes. 

Senator  Vardaman.  The  factory  that  produced  sugar  at  2  cents  a 
pound  would  be  given  less  than  the  factory  that  produced  sugar  at 
5  cents  a  pound  ? 

Mr.  Hoover.  Yes. 

Senator  Vardaman.  In  that  way  penalizing  thrift,  and  rewarding 
the  nonprogressive? 

Mr.  Hoover.  Well,  it  is  oftener  a  case  of  territorial  advantage.  I 
do  not  regard  those  methods  as  being  a  permanent  form  of  economic 
life.  They  are  methods  of  meeting  the  difficulties  into  which  we  have 
been  plunged  as  a  result  of  the  war. 

Senator  Lodge.  In  that  connection,  Mr.  Hoover,  before  I  get  prac- 
tically to  the  end  of  my  questions,  I  should  be  very  glad  if  you  would 
state  the  fact — what  we  want  to  get  at  are  the  facts— as  to  what  you 
would  do  if  you  had  all  necessary  powers  or  all  the  powers  that  you 
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think  are  desirable ;  what  would  be  your  policy  in  dealing  with  the 
su^ar  question  for  the  coming  year? 

Mr.  Hoover.  I  should  hesitate  to  outline  that  entirely  at  the  pres- 
ent moment,  because 

Senator  Lodge.  I  do  not  mean  as  to  prices. 

Mr.  Hoover.  I  had  not  contemplated  that  eventuality  and  have 
not  made  any  intimate  study  of  the  matter.  I  am  greatly  troubled 
oyer  a  method  to  equalize  the  beet-sugar  producer  with  the  risks  of 
the  situation  with  which  the  factories  are  confronted.  The  sugges- 
tion I  have  made  might,  on  further  investigation,  prove  not  to  be 
correct.  It  is  in  fact  a  suggestion  of  perfection  rather  than  a  sug- 
gestion of  compromise.  But  in  any  event  it  does  appeal  to  me  that 
if  the  Government  had  the  same  right  to  purchase  sugar  that  it  has 
to  purchase  wheat  it  could  liquidate  out  the  inequalities  of  the  situa- 
tion into  which  the  beet  grower  is  thrown. 

Senator  Lodge.  To  buy  sugar,  not  at  a  fixed  price,  but  a  price 
which  the  Government  arranged  itself — ^I  mean  by  agreement? 

Mr.  Hoover.  They  would  undoubtedly  arrange  it  in  agreement  and 
after  proper  hearing  of  all  sides. 

Senator  Lodge.  What  is  the  basis  on  which  you  buy  wheat  ? 

Mr.  Hoover.  The  price? 

Senator  Lodge.  Yes.  I  mean  what  is  the  system  on  which  you  buy 
wheat? 

Mr.  Hoover.  The  price  for  Government  purchase  of  wheat  was 
determined  by  a  commission  appointed  by  the  President  and  is 
based  on  a  Chicago  price  and  spread  with  freight  differentials  over 
the  entire  country.  That  is  not  a  paraUel  situation,  because  wheat  is 
produced  by  3,000,000  different  units,  whereas  su^ar  is  produced  by 
a  much  smaller  number  and  a  number  capable  of  mdividual  dealing. 

Senator  Lodge.  It  come@  from  different  sources? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  But  your  plan,  generally  speaking,  would  be  to 
have  the  Government  take  control  of  the  sugar  crop? 

Mr.  Hoover.  That  or  some  other  device 

Senator  Lodge.  Not  at  any  price  fixed  bv  law  ? 

Mr.  Hoover.  No— that  or  some  other  device  to  secure  a  proper 
stimulation  and  treatment  of  the  beet  grower. 

Senator  Lodge.  There  would  have  to  be  stimulation  of  the  cane 
grower,  would  there  not? 

Mr.  Hoover.  Yes. 

S^iator  Lodge.  That  would  be  by  having  the  Government  control 
the  buying? 

Mr.  Hoover.  The  Government  would  have  to  take  a  commitment 
on  next  year's  beet  suear. 

Senator  Lodge.  On  all  the  sugar,  would  it  not? 

Mr.  Hoover.  Not  necessarily.  The  difficulty  we  are  confronted 
with  now  is  that  the  price  of  beets  must  be  fixed  now  for  a  year 
hence. 

Senator  Lodge.  Yes;  I  understand. 

Mr.  Hoover.  Whereas  the  Cuban  and  the  other  contract  arrange- 
ments are  settled,  we  have  here  to  venture  into  the  future,  beyond 
this  year's  requirements,  and  that,  if  we  are  to  settle  that  out,  requires 
some  kind  of  governmental  action,  which  we  do  not  see  our  way  clear 
under  the  present  power  to  take.    At  the  moment  the  only  solution 
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appears  to  me  to  be  to  agree  to  the  purchase  of  the  sugar,  and  such 
a  purchase  would  be  limited  at  the  present  moment  to  an  undertak- 
ing to  the  beet  growers. 

Senator  Lodge.  You  would  either  purcha3e  the  Louisiana  or  Porto 
Rican  or  Hawaiian  sugars  or  arrange  a  price? 

Mr.  Hoover.  Yes.  at  a  later  stage. 

Senator  Lodge.  It  would  be  one  or  the  other! 

Mr.  Hoover.  Well,  the  beet  case  is  the  acute  one.  The  others  would 
necessarily  proceed  with  perhaps  some  assurance  to  Louisiana. 

Senator  Lodge.  Because  there  is  a  greater  variety  m  each  single 
producer,  of  course. 

Mr.  Hoover.  Yes. 

Senator  Lodge.  The  costs  for  Louisiana,  for  Porto  Rico,  for 
Hawaii,  and  for  Cuba  in  their  several  localities  are  pretty  uniform, 
are  they  not,  throughout  the  islands? 

Mr.  Hoover.  Yes;  and  the  profits  which  they  can  earn  on  the 
present  price  of  Cuban  sugar  are  sufficient  to  stimulate  their  produc- 
tion. 

Senator  Lodge.  And  to  stimulate  production  in  Porto  Rico  and 
Hawaii,  of  course? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  Because  they  are  based  on  the  Cuban  price? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  Louisiana  you  have  to  give  more? 

Mr.  Hoover.  The  Louisiana  problem  is  a  difficult  one.  This  year 
they  have  had  very  bad  luck  with  their  crop,  and  they  need  some 
help,  I  think. 

Senator  Lodge.  Do  the  costs  differ  much  in  Cuba,  in  the  different 
parts  of  the  island,  or  among  the  different  centrales. 

Mr.  Hoover.  Yes:  they  vary  over  a  range.  I  do  not  know  the 
total  amount.  Some  of  the  larger  producers  would  be  able  to  produce 
at  somewhere  around  3  cents  to  3.90, 1  believe. 

Senator  Vardaman.  It  costs  a  good  deal  more  to  produce  sugar  in 
Louisiana  than  it  does  in  Cuba,  does  it  not? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  Are  the  costs  in  Louisiana  pretty  uniform? 

Mr.  Hoover.  There  is  nothing  like  the  variation,  I  understand, 
that  there  is  in  Cuba. 

Senator  Lodge.  And  they  are  fairly  uniform  in  Hawaii  and  Porto 
Kico? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  Then,  in  Cuba,  in  getting  a  price  in  order  to  stimu- 
late production,  of  course  you  would  have  to  use  the  same  policy 
you  used  with  the  beet  factories,  would  you  not — ^give  a  price  which 
would  allow  the  more  expensive  producers  to  come  in? 

Mr.  Hoover.  As  a  matter  of  commercial  arrangement,  it  probably 
would  not  be  necessary  to  buy  the  Cuban  sugar,  but  perhaps  bring 
about  a  contract  between  the  refiners,  much  as  has  been  done  this 
year,  but  the  beet  men  must  be  pledged  a  year  in  advance,  and  they 
have  pledged  themselves  for  a  year  hence,  whereas  we  do  not  need 
to  enter  into  any  further  'negotiations  with  Cuba  for  another  year. 

Senator  IjOdge.  And  you  allow  the  refiners,  for  cost  and  profit, 

$1.8:)?  ' 
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Mr.  Hoover.  $1.80  per  hundred.  That  was  based  on  an  investiga- 
Uon  of  the  incraised  eoet  due  to  the  war,  the  average  prewar  margin 
haying  proved  to  be  8A7^  and  we  find  that  the  varions  diarges  to 
which  thw  are  subjected  had — I  do  not  taiow  that  you  are  interested 
in  the  different  items  of  increased  cost. 

Senator  Vabs^amav.  I  wish  you  would  state  them  if  you  have 
them  there. 

Mr.  Hoover.  As  you  understand,  in  refining  sugar  there  is  about 
one-sixth  per  cent  loss  from  sugar  to  molasses,  and  as  the  price  of 
the  raws  increases  that  one-fiixu  per  cent  represents  a  larger  item. 
The  loss  in  sugar  percentage,  the  increased  costs  due  to  that,  is  about 
14  cents  over  prewar.  The  increased  cost  of  labor  is  5  cents  (these 
are  per  hundred  pounds) ;  fuel,  5  cents;  containers,  12  cents  (that  is, 
bagging  and  various  forms  of  containers) ;  the  ^pmeral  refining  ex- 
penses m  the  shape  of  bone,  coal,  adds,  paper,  twme,  filter  bags,  and 
general  supplies  are  10  cents;  the  repairs,  copper  castinss,  etc.,  1 
cent ;  and  the  increased  cost  of  insurance  and  mterest  on  ue  larger 
monetarv  volume  handled  at  the  higher  price  come  out  at  5  cents 
more.    The  total  comes  to  136.71. 

The  Chatbkaw.  Pardon  me — ^you  say,  increased  insurance,  5  cents 
a  hundred  pounds! 

Mr.  Hoover.  No;  insurance  and  interest  You  see,  the  monetary 
value  of  the  product  is  increased  by  the  higher  i)rice.  Then,  from 
this  figure  of  136.7  has  to  be  deducted  an  increase  in  the  value  of  the 
molasms,  probably  between  6  and  6  cents,  so  that  we  come  out  at 
somewhere  about  131  as  being  simply  the  increased  cost  between 
now  and  prewar  conditions.  I  might  state,  in  that  connection,  that 
the  Pennsylvania  Sefininff  Co.,  at  Philadelphia,  tell  me  that  their 
actual  costs  are  128,  and  tnat  they  are  only  making  2  cents  of  profit 
at  the  present  moment. 

Senator  Lodge.  Per  hundred  pounds? 

Mr.  Hoover.  Per  hundred  pounds;  and  a  number  of  refiners  are 
now  raisins  the  question  as  to  whether  or  not  the  increased  costs  do 
not  entitled  tliem  to  a  larger  margin;  but  that  would  have  to  be  sub- 
ject to  an  investigation  a^ain  of  the  situation. 

Senator  Vardaman.  lour  purpose  in  the  calculation  you  made 
there  was  to  reach  the  end  so  as  to  insure,  them  the  same  profit  that 
they  enjoyed  in  normal  times? 

Mr.  Hoover.  We  started  off  here  with  the  instruction  from  the 
President  that  prewar  normal  profits  should  form  our  basis  of  action, 
and  we  have  endeavored  to  mamtain  that  situation. 

Senator  Vardaman.  Begardless  of  what  other  people  suffered  in 
the  way  of  loss,  these  refiners  must  have  the  same  profits  now  that 
they  had  in  prewar  times? 

Mr.  Hoover.  Well,  the  actual  fact  is  that  this  rei)resents  a  reduc- 
tion of  some  fifty-odd  cents  on  the  average  of  refining  costs  during; 
the  first  nine  months  of  this  year.  ^  The  actual  figures  on  our  esti- 
mate of  the  refiner's  margin  for  the  first  nine  months  of  1917, 1  think, 
were  1.84.    In  fixing  it  at  1.80  we  lowered  the  refining  margin  by  50 

cents. 

Senator  Vardaican.  You  therefore  did  not  carry  out  the  instruc- 
tions of  the  President,  did  you  ? 


614  SHORTAGE  OF  BUOAK. 

Mr.  Hoover.  No;  from  what  I  contemplate  was  an  extortionate 
profit — ^the  refiner's  differential  had  been  raised  to  an  entirely  undue 
degree,  and  we  reduced  it  some  60  cents,  and  thereby  made  a  saving 
to  the  American  people  of  upwards  of  $24,000,000  if  these  regulations 
continue  for  a  year. 

Senator  Vardamak.  Then,  the  refiner  is  not  setting  the  prewar 
profits  that  the  President  instructed  you  to  allow  him? 

Mr.  Hoover.  I  think  he  is  not  gettmg  them  at  the  moment,  because 
the  costs  have  risen  further  since  this  mfferential  was  determined. 

Senator  Vardaman.  But  was  he  getting  them  when  you  fixed  the 
price? 

Mr.  Hoover.  We  assume  that  he  was,  because 

Senator  Vardaman.  That  was  your  purpose? 

Mr.  Hoover,  That  was  our  purpose. 

Senator  Vardaman.  To  give  him  the  same  profits  that  he  had 
enjoyed  in  normal  times? 

Mr.  Hoover.  But  to  relieve  him  of  the  profits  that  he  was  enjoying 
by  virtue  of  the  war  situation. 

Senator  Vardaman.  What  are  those?    I  did  not  understand  you. 

Mr.  Hoover.  To  put  it  in  another  way,  the  prewar  differential  of 
about  85  cents  had  risen  to  $1.84  when  the  food  bill  came  into  opera- 
.  tion  and  had  averaged  that  in  our  calculations  over  the  whole  of  the 
previous  nine  months;  and  we  thereupon  reduced  the  refiners'  differ- 
ential from  $1.84  to  $1.30. 

Senator  Vardaman.  That  was  the  average  profit  that  he  enjoyed 
during  the  prewar  years.  That  is  what  the  President  told  you  to 
give  him,  was  it  not? 

Mr.  Hoover.  To  give  him  85  plus  his  additional  costs. 

Senator  Vardaman.  That  is  the  idea — ^to  give  him  the  profits  that 
he  enjoved  in  normal  times? 

Mr.  Hoover.  That  is  the  basis  on  which  we  operated. 

Senator  Lodge.  Is  he  getting  those  profits  under  these  figures? 

Mr.  Hoover.  I  do  not  think  so.  I  think  the  additional  cost,  the 
additional  rise  in  labor  and  costs  since  this  was  arrived  at,  has  cut 
into  it  considerably. 

Senator  Vardaman.  You  say  they  have  made  complaints  to  you 
that  they  were  not  getting  enough? 

Mr.  Hoover.  They  have. 

The  Chairman.  Who  has? 

Mr.  Hoover,  The  refiners. 

Senator  Vardaman.  What  refiners,  please? 

Mr.  Hoover.  Mr.  Earle,  in  particular,  says  that  his  refinery  is  run- 
ning at  a  cost  of  $1.28  at  the  present  time. 

Senator  Vardaman.  Is  he  the  only  one? 

Mr.  Hoover.  Mr.  Spreckels  protested  against  $1.30  from  the  be- 
ginning. 

Senator  Vardaman.  And  yet  he  offered  to  do  it  for  actual  cost, 

did  he  not? 

Mr.  Hoover.  No,  sir.  I  never  have  had  any  communication  from  Mr. 
Spreckels  offering  to  work  for  this  Government  for  nothing.  I  have 
two  letters,  which  have  already  been  introduced  in  the  record,  from 
Mr.  Spreckels,  offering  to  refine  sugar  on  behalf  of  the  Government 
on  some  fair  toll  basis — ^in  other  words,  to  take  a  Gt)vemment  con- 
tract.   This  letter,  I  believe,  was  handed  to  me  by  Mr.  Lowry,  and 
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Mr.  Lowry  never  made  any  suggestion  to  me  that  Mr.  Spreckels 
would  work  for  nothing. 

Senator  Vardaman.  That  is  rather  extraordinary  for  a  refiner. 

Mr.  Hoover.  And  certainly  it  is  not  in  any  of  the  correspondence. 

Senator  Jones.  I  think  Mr.  Spreckels  offered  in  evidence  here  some 
telegram  or  something. 

Senator  Lodge.  Oh,  his  letters  were  put  in  evidence. 

Senator  Vardaman.  They  are  all  in  evidence. 

Senator  Lodge.  And  Mr.  Eolph's  answers. 

Senator  Jones.  Have  these  letters  been  put  in  evidence  here? 

Senator  Lodge.  Mr.  Spreckels's  offer  was  put  in  evidence,  and  Mr. 
Rolph's  answer. 

Senator  Jones.  Here  seems  to  be  another. 

Mr.  Hoover.  These  are  the  same  letters,  and  there  is  nothing  in 
this  correspondence  that  offers  to  work  for  the  Government  for 
nothing. 

Senator  Jones.  If  they  are  the  same  letters,  that  is  all  right. 

The  Chairman.  Let  us  get  that  right,  for  the  sake  of  not  setting 
up  any  straw  man,  either  madvertently  or  otherwise,  and  then  tear- 
ing him  to  pieces.  Neither  Mr.  Spreckels  nor  anybody  else  said  that 
Mr,  Spreckels  offered  to  work  for  nothing,  as  a  general  proposition. 
There  is  a  telegram  here  in  evidence,  or  a  letter,  in  which  Mr.  Spreck- 
els said  that  if  he  was  permitted  to  buy  sugars  in  the  market,  he 
would  refine  them  and  sell  them  to  the  American  people  without  any 
raise  of  price,  notwithstanding  the  fact  that  he  might  have  to  pay 
more  for  the  raw  susars.    That  is  the  statement,  I  thmk 

Senator  Lodge.  Tnat  is  the  statement. 

The  Chairman  (continuing).  Which  misled  some  of  us  hero.. 

Mr.  Hoo\TBR.  That  does  not  follow 

Senator  Jones.  I  remember  that  statement,  and  I  listened  to  Mr. 
Spreckels  testifying.  My  memory  may  be  at  fault,  of  course,  but 
1  understood  him  to  state  before  the  committee  here,  two  or  three 
or  more  times,  that  he  had  proposed  to  operate  his  plant  at  cost 
without  any  profit  at  all. 

Senator  Vardaman.  I  think  he  said  that. 

Senator  Jones.  Yes ;  I  think  he  said  that. 

The  Chairman.  Well,  I  may  be  in  error.    Let  us  have  the  record. 

Senator  Vardaman.  He  said  that  other  thing,  but  I  think  he  said 
that,  also. 

Senator  Jones.  That  is  my  recollection,  and  if  these  letters  are 
in  the  record  I  do  not  care  to  bother  the  committee  further. 

The  Chairman.  Let  us  have  the  record,  since  we  have  gone  into 
that. 

Mr.  Hoover.  I  have  not  had  any  refiner  make  that  offer.  I  may 
say  that  of  the  whole  lot. 

"Senator  Lodge.  While  they  are  looking  for  the  record,  Mr.  Hoover, 
there  is  one  question  I  wanted  to  ask,  a  little  aside  from  the  main 
issue.  My  attention  was  called  to  it  by  what  you  said  about  the  re- 
finer's profits  and  the  reduction  in  profits,  I  happen  to  belong  to 
the  uniortunate  committee  to  which  is  intrusted  the  imposition  of 
taxes,  and  we  built  our  structure  very  largely  on  excess  profits.  What 
becomes  of  our  excess-profits  tax  in  this  case? 

Mr.  Hoover.  I  am  afraid  that  in  the  food  trade,  if  the  food  bill 
18  carried  out,  there  will  be  no  great  amount  of  excess  profits. 
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Senator  Lodge.  That  is  exactly  what  I  wanted  to  know. 

Senator  Kjsnyon.  I  want  to  ask  you  a  question  or  two,  Mr.  Hoover. 
I  should  like  to  ask  you  in  a  general  way  how  the  people  of  the 
country  have  responded  to  your  appeals  for  conservation  of  food- 
stuffs? 

Mr.  Hoover.  We  believe  that  the  response  has  been  very  great.  It 
is  difficult  to  get  tangible  evidence  in  the  case  of  sugar,  because  we 
were  in  the  face  of  a  shortage  in  any  event;  but  the  returns  from  the 
manufacturers  and  others  indicate  a  very  considerable  reduction. 

Senator  Kenton.  I  will  ask  you  if  you  noticed  in  the  Washington 
Post  this  mominff  a  column  and  a  half  as  to  how  Washington  is 
responding  or  failing  to  respond? 

Mr.  Hoover.  I  did  not. 

Senator  Kenton.  And  an  interview  from  some  gentleman — ^Mr. 
Cady ,  of  Texas  ?  We  have  tried  to  get  in  touch  with  him  this  after- 
noon to  subpoena  him,  but  have  not  been  able  to  get  him.  In  that 
interview  he  claims  that  the  restaurants  and  the  hotels  are  paying 
no  attention  to  the  orders  and  appeals  which  you  are  making. 

Mr.  Hoover.  Tl^e  private  homes  in  Washington,  as  in  all  other 
cities,  are  responding  in  a  most  patriotic  manner.  The  hotels  and 
restaurants  are  entirely  under  voluntary  agreement,  and  I  regret  to 
say  that  the  response  has  not  been  as  great  as  we  had  hoped  in  some 
instances.    A  number  of  hotels  are  doing  their  best. 

Senator  Kenton.  Are  you  referring  to  Washington  or  the  whole 
country  ? 

Mr,  Hoover.  I  should  hesitate  to  make  that  discrimination  at  the 
\  moment,  but  I  am  not  enthusiastic  over  the  results  obtained  from 
the  public  eating  places,  taking  them  by  and  large ;  and  I  do  believe 
that  we  need  some  legislation  tnat  will  enable  us  to  impose  conserva- 
tion on  public  eating  places. 

Senator  Kenton.  You  think  the  appeals  to  patriotism  and  the 
necessity  of  conserving  food  to  win  the  war  are  not  sufficient  for 
some  01  these  gentlemen? 

Mr.  Hoover.  Well^  a  large  portion  of  them  initially  responded, 
but  a  certain  minority  did  not,  and  competitive  conditions  imme- 
diately began  to  eat  back  to  the  original  position.  They  have  not 
the  constanCT  of  patriotism  of  the  individual  in  the  home. 

Senator  Kenton.  Have  the  dining  cars  of  the  railroads  re- 
sponded— ^the  dining-car  service? 

Mr.  Hoover.  In  most  of  the  railroads  they  have  responded  very 
well.  There  are  one  or  two  of  them  that  we  are  not  at  all  satisfied 
with,  but  under  the  new  regime  I  believe  we  are  in  position  to  secure 
that  end  now. 

Senator  Lodge.  The  Boston  hotels  are  pretty  stringent. 

Mr.  Hoover.  The  Boston  hotels  have  done  very  well. 

Senator  Kenton.  You  have  nothing  to  do  with  the  coal  situation 
now,  Mr.  Hoover? 

Mr.  Hoover.  Thank  the  Lord,  I  have  not. 

Senator  Vardaman.  I  know,  so  far  as  my  observation  is  concerned, 
that  here  in  Washington  it  is  almost  impossible  to  get  enough  sugar 
to  put  in  your  coffee. 

Senator  Jones.  Senator  Lodge,  are  you  through  with  Mr.  Hoover! 

Senator  Lodge,  I  am  entirely  through  with  Mr.  Hoover. 

Senator  Jones.  Are  you,  Senator  Kenyon  ? 
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Senator  Ejektok.  I  think  I  am  ^  yes. 

The  Chaismak.  Before  you  begin,  Senator  Jones,  the  copy  of  the 
telesram  referred  to,  which  Mr.  Spreckels  sent,  is  not  in  the  copj 
of  the  record  that  I  have.  The  reporter  has  left  it  out,  but  it  is 
copied  in  the  letter  written  to  Mr.  Spreckels  in  reply.  I  suppose 
that  telegram  is  copied  in  some  one  of  these  numerous  carbon  copies. 
After  speakinff  about  the  necessity  for  securing  sugar  and  the  re- 
quest that  he  be  allowed  to  purchase  and  pay  more  than  6.90,  that 
telegram  closed  with  the  statement: 

*Ve  are  willing  to  forego  any  profit  and  continue  to  sell  at  your  present  price. 

That  is^  the  statement  that  was  made  in  the  telegram.  Now,  of 
course,  it  is  immaterial  to  me,  but  we  ought  not  to  get  into  confusion. 
Is  it  claimed  that  Mr.  Spreckels  testified  that  he  had  said  to  Mr. 
Hoover  or  Mr.  Hoover's  representatives  that  he  was  willing  to  work 
for  nothing? 

Senator  Jones.  My  recollection  is  that  Mr.  Spreckels  testified  two 
or  three  times,  and  perhaps  oftener,  that  he  had  offered  to  operate  his 
plant  without  profit. 

The  CHAntMAK.  This  is  the  statement,  I  think,  to  which  you  refer. 
It  follows  immediately  after  the  reading  of  this  letter  and  telegram. 
This  testimony  refers  to  the  subject  matter  of  the  discussion  in  the 
letter  and  telegram,  which  was  the  permission  to  Mr.  Spreckels  to 
pay  a  higher  price  than  6.90  at  that  time,  coupled  with  his  proposi- 
tion not  to  raise  the  price  to  the  consumer  in  this  country.  Immedi- 
ately following  that,  these  questions  appear : 

I  am  goinpT  to  pause  there  long  enough  to  ask  you  If  you  know  of  any  sugar 
supply  in  Cuba  beinjr  held  In  speculative  hands  at  that  time? 
Mr.  Spreckels.  I  did  not  know  of  any. 
The  CiiAiUMAN.  He  says: 

"  Other  refiners  have  shut  down  rather  than  exceed  the  price  fixed." 
Do  you  know  of  any  other  refiners  shutting  down  rather  than  exceed  the  price 

fiXCil? 

Mr.  Spkeckels.  I  do  not  know  that  any  other  refiner  was  willing  to  pny  a 
greater  price  for  raw  material.  Perhaps  they  wanted  to  work  for  the  profit, 
while  I  was  willing  to  work  without  a  profit. 

He  was  speaking  of  this  proposition,  very  clearly. 

other  refiners  were  in  the  same  position  in  which  we  were,  because  they 
could  not  get  their  sugars. 

I  am  inclined  to  think,  without  going  into  the  matter — it  seems  to 
me  somewhat  immaterial — ^that  that  is  the  statement  you  have  in 
mind,  Senator  Jones.    However,  the  record  can  be  examined  to-night. 

Senator  Jones.  Oh,  yes;  to  be  sure. 

The  Chairman.  I  know  you  do  not  want  to  do  anybody  an 
injustice. 

Senator  Jones.  Not  at  all. 

The  Chairman.  And  I  take  it  Mr.  Hoover  does  not,  and  I  am  sure 
whatever  the  record  is 

Senator  Jones.  Of  course  the  record  will  speak  for  itself  as  to 
just  what  he  did  say  and  the  connection  in  which  he  made  the 
statement. 

The  Chairman.  Yes. 

Senator  Jones.  Mr.  Hoover,  this  morning  you  were  examined  at 
some  length  upon  the  testimony  which  you  gave  before  the  Commit- 
tee on  Agriculture ;  and  if  I  was  able  to  get  the  drift  of  the  examina- 


618  SHORTAGK   OF   SUGAB. 

ff 

tion,  the  purpose  of  it,  it  was  to  show  that  it  was  unwise,  in  the  face 
of  possible  shortage  of  a  necessity,  to  make  alarming  statem^its 
concerning  it,  and  therefore  the  statement  should  not  have  been 
made  regardmg  possible  shortage  of  the  Cuban  production  which 
did  not  occur,  and  I  gathered  from  your  testimony  as  to  the  state- 
ment made  by  you  regarding  that  possible  shortage  of  sugar  in  Cuba 
which  did  not  eventuate  that  so  far  as  you  were  concerned  you  were 
opposed  to  having  that  go  out  to  the  public  and  assumed  that  it  was 
given  under  confidential  conditions ;  is  that  true  ? 

Mr.  Hoover.  That  is  true;  and,  furthermore,  there  is  a  confusion 
about  it,  I  feel.  There  were  two  passibilities  confronting  the  country 
at  the  moment.  The  first  was  the  operation  of  certain  influences  in 
Cuba  that  would  reduce  the  crop,  and  they  were  more  of  fear  than 
otherwise.  The  second  was  the  allied  trenching  on  our  supplies. 
As  to  the  first,  I  confess  that  I  was  greatly  fearful  of  any  news 
going  to  the  country  in  connection  with  it  which  would  cause  undue 
alarm.  As  to  the  second,  I  considered  that  it  was  our  duty  to  ex- 
plain the  situation  of  the  allies  and  ourselves,  the  necessity  of  self- 
denial  and  saving  on  our  part  in  order  to  enable  them  to  get  through. 
As  to  the  first,  I  myself  oojectod  strongly  to  its  going  to  the  country, 
and  it  did  not  eventuate,  because  of  the  remedies  undertaken. 

The  Chairman.  May  I  ask  a  question  there.  Senator  Jones? 

Senator  Jones.  Certainly. 

The  Chairman.  Had  not  that  information,  which  you  say  you  did 
not  want  to  go  to  the  country,  been  given  to  the  country  regularly 
every  morning  and  every  evening  by  the  newspapers  of  this  country! 

Mr.  Hoover.  It  may  have  been  to  some  extent,  Senator,  but  the 
statement  coming  from  me  might  have  caused  a  flurry. 

The  Chairman.  Was  it  not  much  more  broadly  stated  than  you 
stated  it,  in  practically  every  newspaper  of  the  land,  for  days  and 
weeks? 

Mr.  Hoover.  There  had  been  a  good  deal  in  the  newspapers.  All 
the  points  that  arise  on  it  at  the  moment  is  whether  I  contributed 
to  that  situation.  If  the  newspapers  had  done  it  outside  of  myself, 
it  is  not  a  matter  for  discussion. 

Senator  Lodge.  I  would  like  to  sav  to  Senator  Jones,  I  do  not 
think  he  intended  it,  but  he  undertook  to  say  what  the  purposes  of 
my  examination  were.  The  purposes  of  my  examination  were  simply 
to  get  at  the  facts.  I  meant  to  ask  nothing  but  fair  and  reasonaole 
questions. 

Mr.  Hoover.  They  are  fair,  Senator. 

Senator  Jones.  I  did  not  intend  to  insinuate  that  there  were  any 
sinister  purposes,  Senator. 

Senator  Lodge.  I  think  you  did. 

Senator  Jones.  I  did  not  so  intend,  I  assure  you. 

Senator  Lodge.  I  was  trying  to  get  the  facts,  and  get  Mr.  HooverV 
views. 

Senator  Jones.  I  think  that  is  quite  true. 

Senator  Lodge.  I  meant  to  be  entirely  fair  in  my  examination. 

Senator  JoNis.  And  you  were  exceedingly  fair,  and  if  you  will 
accept  the  compliment  from  a  novice  at  the  business,  I  think  jrour 
examination  here  has  been  most  superb  in  many  ways,  and  certainly 
always  gentlemanly  and  fair-minded. 

Senator  IjOdge.  I  accept  the  compliment  without  reply. 
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The  Chairman.  If  the  mutual  admiration  society  is. through  with 
its  business,  we  will  go  on  with  the  hearing. 

Senator  Jones.  To  make  plain  what  I  would  like  to  get  into  the 
record,  I  understand  that  it  will  be  contended  by  some — and  I  have 
surmised  that  it  might  be  so  contended  by  some  members  of  this  sub- 
committee— that  publishing  statements  regarding  a  shortage  and 
advising  methods  to  conserve  the  supply  in  view  oi  a  probable  short- 
age themselves  contributed  largely  to  the  creation  of  the  shortage, 
bringing  about  hoarding,  and  that  sort  of  thing.  What  I  want  to 
get  into  the  record,  if  it  is  a  fact,  is  whether  or  not  these  trade  jour- 
nals generally  do  publish  to  the  country  just  what  the  situation  is 
reffarding  these  necessary  commodities  ? 

Mr.  Hoover.  Yes,  sir. 

Senator  Jones.  And  it  is  not  possible  to  keep  from  the  trade,  and 
from  the  public  generally,  the  actual  facts  regarding  the  supply  of 
these  necessaries  of  life,  is  it? 

Mr.  Hoover.  No,  sir. 

Senator  Jones.  WTiat,  then,  in  your  judgment,  is  the  effect  of 
calling  upon  the  public  at  large  to  assist  m  conserving  the  supply  in 
order  to  prevent  an  absolute  shortage  to  some  of  the  consumers  of 
the  country? 

Mr.  Hoover.  I  think  the  public  response  has  been  admirable  in  all 
conmfiodities  where  those  appeals  have  been  made.  With  some  of 
them  we  can  demonstrate  it;  with  others  it  is  difficult  to  demonstrate. 

Senator  Jones.  During  the  months  of  February,  March,  and 
April — ^the  spring  of  this  year — do  you  know  whether  or  not  the 
trade  journals  and  trade  circulars  of  the  different  refineries  did  re- 
peatedly call  attention  to  the  anticipated  condition  of  the  sugar 
supply  and  the  sugar  market? 

Mr.  Hover.  During  Februnry  and  March  there  is  evidence  in  the 
journals  of  a  genuine  scare,  due  to  the  outbreak  of  the  war,  long  be- 
fore I  arrived  in  the  United  States,  and  there  was  some  run  on  the 
sugar  bank  at  that  time.  All  of  the  trade  journals  indicate  that  that 
was  taking  place.  After  that  preliminary  flurry  was  over  I  do  not 
think  there  ns  been  any  hoarding  in  the  country.  By  the  middle  of 
August  most  of  the  trade  journals  were  anticipating  a  shortage.  I 
have  here  extracts  from  them,  but  I  think  they  are  all  more  or  less 
in  the  same  order. 

Senator  Jones.  I  had  intended  putting  into  the  record  some  ex- 
cerpts from  trade  journals,  but  I  do  not  know  that  it  will  be  neces- 
sary to  do  that.  I  think  it  is  generally  conceded  that  these  journals 
just  about  reflected  the  conditions  which  are  shown  upon  that  chart 
as  to  prices,  did  they  not? 

Mr.  Hoover.  Quite  accurately. 

Senator  Lodge.  Would  it  interrupt  you  if  I  asked  Mr.  Hoover  a 
question  on  the  subject  which  I  entirely  forgot  to  touch  upon  ? 

Senator  Jones.  Not  at  all. 

Senator  Lodge.  It  relates  to  the  repeal  of  the  drawback  on  sugar. 
A  good  deal  of  weight  has  been  placed  on  that  in  these  examinations. 
You  have  not  referred  to  it.  Did  it  have  any  material  effect  in  induc- 
ing the  allied  governments  to  buy  raw  rather  than  refined  sugar? 

Mr.  HoovT-ai.  My  impression  is  that  during  that  discussion  they 
got  in  a  fluriy,  in  a  panic,  and  bought  a  large  amount  of  raws,  and 
rtiat  that  period  was  the  critical  period.     You  will  find  the  purchases 
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of  their  raws  took  place — some  280,000  tvons  they  purchased,  at  one 
period,  in  a  panic-stricken  sort  of  fashion,  took  place — apparently 
between  the  middle  of  Jmie  and  the  middle  of  August,  and  it  was 
that  period  in  which  the  great  rise  of  sugar  took  place. 

Senator  Lodgb.  That  was  the  principal  effect  of  the  proposed  re- 
peal, the  effect  on  the  allied  buying? 

Mr.  Hoover.  I  do  not  think  it  made  any  difference  in  the  ultimate 
result,  because  if  they  had  not  bought  Cuban  raws  they  would  have 
bought  our  refined  and  we  would  have  had  to  part  with  it. 

Senator  Lodge.  Precisely.  I  was  one  of  those  who  was  opposed 
to  the  repeal,  but  I  was  overruled. 

The  Chairman.  That  did  cause  the  August  rise! 

Mr.  Hoover.  I  think  it  contributed  materially  to  it.  It  was  a  per- 
fectly panic-stricken  buying. 

The  Chairman.  When  that  was  over,  when  that  was  settled,  out 
of  the  way,  the  price  fell  back? 

•  Mr.  Hoover.  We  came  into  action  the  10th  of  August,  and  one  of 
the  first  acts  I  did  was  to  ask  them  to  cease  buying  in  that  fashion, 
that  they  were  raising  the  price  of  sugar  daily. 

The  Chairman.  Yes ;  but  I  say  when  the  danger  through  the  Sen- 
ate amendment  was  over  and  that  cause  was  removed,  did  the  prices 
then  fall  back — recede? 

Mr.  Hoover.  I  do  not  precisely  recollect  the  dates. 

The  Chairman.  Approximately? 

Mr.  Hoover.  But  about  the  same  time  I  intervened  and  asked  them 
to  stop  buying. 

The  Chairman.  Do  you  attribute  the  falling  off  of  the  price  to 
your  action  or  to  the  fact  that  the  danger  which  had  threatened  on 
account  of  the  legislation  had  been  removed'  by  the  removal  of  the 
Senate  amendment? 

Mr.  Hoover.  I  think  the  falling  off  of  the  price  was  due  to  our 
action,  because  if  we  had  not  taken  the  action  the  American  refiner 
would  have  continued  to  buy  at  the  high  level. 

The  Chairman.  That  is  to  say,  you  think  that  if  the  price  went  up 
it  was  the  fault  of  Congress 

Mr.  Hoover.  No. 

The  Chairman  (continuing).  In  introducing  a  bill? 

Mr.  Hoover.  No. 

The  Chairman.  Or  proposing  to  change  the  level  ?  But  if  it  went 
down  when  that  bill  was  killed,  that  the  cause  of  the  reduction  was 
your  action? 

Mr.  Hoover.  No,  Senator;  I  do  not  think  that.  I  think  it  was 
due  solely  to  the  panic  of  the  allied  buying  and  nothing  to  do  with 
Congress. 

The  Chairman.  The  panic  was  caused  among  the  allies,  as  I 
understood  you.  by  the  fact  that  there  was  a  proposal  to  repeal  the 
drawback.  That  was  the  cause  of  the  panic  and  that  was  the  cause 
of  the  high  prices.    Tou  have  just  said  that. 

Mr.  Hoover.  I  said  it  was  at  a  coincident  period.  I  had  no  proof 
of  it. 

The  Chairman.  Did  you  not  say  that  was  the  reason?  That  was 
Senator  Lodge's  question.  Of  course,  Mr.  Hoover,  if  you  want  to 
modify  that  statement,  it  is  all  right.  But  you  very  clearly  said 
that  in  answer  to  Senator  Lodge,  that  that  did  create  a  flurry,  a 
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sort  of  a  panic ;  that  the  foreign  Governments  rushed  in  and  bought 
something  over  200,000  tons  of  raw  sugar.  Now,  I  am  asking  you 
if  the  fact  that  that  amendment  was  speedily  killed  in  Congress 
had  any  effect  on  bringing  the  prices  of  sugar  back  to  where  they 
wej:^  before  the  contemplated  legislation  advanced  the  price? 

Mr.  Hoover.  I  do  not  see  that  it  is  possible  to  determme.  At  the 
same  moment  we  had  taken  action  jointly  to  control  the  price  to 
some  extent. 

The  Chairman.  Then  it  is  not  possible  to  determine  that  the  in- 
troduction of  this  amendment  created  the  rise  in  price,  either,  is  it? 

Mr.  Hoover.  Only  so  far  as  the  allies  might  have  been  panic 
stricken  about  it,  that  is  all. 

The  Chairmak.  You  do  not  know  that,  do  you? 

Mr.  Hoover.  No;  I  do  not  contend  that.  I  only  say  that  it  hap- 
pened about  the  same  time. 

The  Chairman.  It  happened  that  it  went  up  when  le^lation  was 
proposed,  and  it  happened  to  come  down  when  the  legislation  was 
defeated,  and  it  happened  that  about  that  time  you  took  some  action, 
too,  and  you  do  not  know  which  caused  the  reduction  in  the  price? 

Mr.  Hoover.  No;  I  am  not  prepared  to  say  what  the  cause  and 
effect  of  any  of  these  things  are  in  their  relative  weight. 

The  Chairman.  Verjr  well.  Senator  Jones,  are  you  going  to  be 
some  little  time  examining  Mr.  Hoover? 

Senator  Jones.  I  was  ]ust  thinking  that  we  might  shorten  this 
examination  and  conclude  it  right  away.  There  are  a  number  of 
things  I  would  like  very  much  to  ask  Mr.  Hoover  about,  somewhat 
more  in  detail. 

The  Chairman.  I  wanted  to  adjourn  at  5  o'clock,  if  we  could. 

Senator  Jones.  Mr.  Hoover,  a  while  ago  you  handed  me  a  paper 
which  you  stated  you  would  like  to  get  into  the  record. 

Mr.  Hoover.  Yes,  sir. 

Senator  Jones.  I  understand  that  it  is  a  concise  statement  of  the 
su^r-shortage  situation  as  you  see  it,  and  I  believe  it  would  be  to 
the  advantage  of  the  committee,  Mr.  Chairman,  and  of  those  study- 
ing this  question,  if  that  should  go  in  the  record,  and  if  that  may  go 
in  the  record,  I  do  not  care  to  examine  the  witness  any  further. 

The  Chairman.  The  committee  has  not  seen  the  statement. 

Senator  Jones.  It  was  presented  to  the  committee. 

The  Chairman.  It  has  just  been  handed  to  you. 

Senator  Jones.  It  was  handed  a  while  ago. 

The  Chairman.  I  have  no  objection  to  it.  Nobody  has  had  a 
chance  to  see  it. 

Senator  Kenton.  There  is  no  objection  to  its  going  in,  is  there? 

The  Chairman.  I  do  not  know.  It  is  somewhat  unusual  for  a 
witness  to  appear  and  testify,  and  then  prepare  a  statement 

Senator  Kenton.  I  understand  this  is  the  same  statement  that  was 
given  to  the  press. 

Senator  Jones.  It  is,  I  understand,  with  an  added  table  or  two, 
showing  the  prospective  supply  of  sugar  for  the  next  season. 

Mr.  Hoover.  That  is  it. 

The  Chahtman.  Is  this  statement  that  was  sent  to  the  committee 
and  which  afterwards  was  given  out  to  the  press  in  a  statement  by 
the  President? 

Mr.  Hoover.  Yes,  sir ;  that  is  the  same  statement. 
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The  Chairkan.  Did  you  feel  that  you  had  to  take  that  statement 
to  the  President  in  order  to  get  it  published,  Mr.  Hoover  ? 

Mr.  Hoover.  It  was  sent  to  the  President  coincident  with  being 
sent  to  the  committee. 

The  Chairman.  That  is  not  my  question.  The  statement  was  given 
to  the  country.  In  order  to  get  that  statement  before  the  country  it 
was  taken  to  the  President,  and  by  his  intervention  it  was  published. 
Did  ^ou  think  it  was  necessary  to  do  that  in  order  to  get  this  paper 
published. 

Mr.  Hoover.  Yes;  I  thought  it  was  necessary  in  order  to  get  it 
done. 

The  Chairman.  Had  you  had  any  difficulty  in  getting  your  mate- 
rial published? 

Mr.  Hoover.  This  was  a  statement  to  the  conmiittee,  and  I  was  told 
that  a  statement  given  to  this  conmiittee  could  not  be  released  for 
publication  by  myself  without  the  committee's  approval. 

The  Chairman.  You  knew  that  the  committee  declined  to  receive 
it,  did  you  not,  and  that  the  statement  was  made  to  your  representa- 
tive very  clearly,  and  made  in  public,  that  you  were  at  perfect  lib- 
erty to  print  it,  that  you  had  already  printed  a  statement  comment- 
ing upon  the  evidence  of  one  of  the  witnesses,  that  you  had  the  whole 
press  of  the  country,  a  press  bureau,  and  a  perfect  right  to  get  it 
out  if  you  wanted  to ;  and  did  you  not  know  that  I  made  that  state- 
ment, m  substance  and  effect,  in  public  in  the  presence  of  your  repre- 
sentative? 

Mr.  Hoo^'ER.  I  am  not  aware  that  you  made  that  statement;  but  I 
may  say  this  further,  that  I  understood  that  you  refused  to  give  the 
statement  to  the  press. 

The  Chairman.  Because  the  committee  had  not  received  it  for- 
mally, declined  to  receive  it,  saying  that  they  desired  to  have  you 
testify,  and  therefore  they  were  not  at  liberty  to  give  out  a  statement 
that  was  not  yet,  properly  speaking,  in  their  custody.  That  was  the 
reason  assigned.  6ut  the  statement  was  also  made,  Mr.  Hoover,  very 
clearly  made,  that  you  had  the  absolute  right  to  ffiye  it  out  if  you 
desired.  I  was  just  wondering,  in  view  of  that  puolished  statement, 
how  it  happened  that  the  information  was  given  to  the  public  that 
you  could  only  get  this  statement  before  the  public  by  having  it  sent 
out  through  the  President. 

Senator  Jones.  I  think  perhaps  that  may  involve  some  action  of 
mine.  I  was  approached  by  Judge  Lindley  and  asked  to  ascertain 
whether  or  not  it  would  be  considered  by  the  committee  an  act  of 
discourteff5r  to  the  committee  if  Mr.  Hoover  should  give  that  state- 
ment to  the  press.  I  conferred  with  the  conimittee  regarding  that 
request;  and  without  stating  what  occurred  in  the  committee,  if  I 
did  not  properly  interpret  the  action  of  the  committee  that  is  my 
fault.  But  the  communication  which  I  made  to  Mr.  Hoover's  repre- 
sentative, Judge  Lindley,  in  regard  to  the  publication  of  the  paper, 
was  that  the  committee  declined  to  give  any  expression  as  to  whether 
or  not  it  would  be  considered  an  act  of  discourtesy  on  the  part  of 
the  committee  if  Mr.  Hoover  gave  that  statement  to  the  press. 

The  Chairman.  Well,  the  question  of  its  bein^  a  courtesy  or  dis- 
courtesy could  not  be  settled  by  the  President's  mtervention.  That 
would  not  change  the  question  of  courtesy.  The  only  reason  I  raised 
the  question  was  that  the  statement  had  gone  out  to  the  country  that 
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you  had  been  deprived  of  the  opportunity  of  having  your  side  go  to 
the  country,  and  that  that  was  done  by"  the  committee.  Now,  the 
committee  declined  to  receive  jour  statement  and  put  it  into  the 
record  because  the  committee  desired  that  you  should  have  the  oppor- 
tunity and  exercise  the  right  to  make  any  statement  that  you  might 
wish  to  make.  That  is  as  far  as  the  committee  went,  and  no  further, 
and  the  statement  was  very  clearhr  made,  and  I  will  find  it  in  a 
moment  in  the  record.  [After  a  further  search  of  the  record.]  I 
will  not  take  the  trouble  to  find  it  now.    It  can  be  found. 

Mr.  Hoover.  May  I  make  a  statement  on  that,  Senator  Reed? 

The  Chaikman.  i  es. 

Mr.  Hoover.  I  sent  that  statement  to  the  committee  on  Saturday, 
in  hopes  that  the  committee  might  introduce  it  in  the  record  and 
allow  it  to  go  to  the  public,  and  for  one  reason  only,  and  that  was  that 
the  statement  had  been  scattered  broadcast  over  the  country  giving 
the  impression  that  there  were  ample  sugar  supplies  in  the  country. 
That  was  the  disaster  to  the  propaganda  we  haa  been  carrying  on  for 
conservation  and  a  reduction  in  consumption.  We  had  great  numbers 
of  inquiries  on  that  point.  I  therefore  was  anxious  that  a  statement 
should  go  before  the  public  as  soon  as  possible,  ventilating  what  I 
believed  to  be  the  true  situation. 

The  Chairman.  Let  me  interrupt  you  there. 

Mr.  Hoover.  Might  I  ^o  on  and  finish  my  statement! 

The  Chairmak.  Certainly.  I  was  going  to  ask  you  a  question, 
but 

Mr.  Hoover.  That  statement  was  sent  to  the  conmiittee  and  it  was 
asked  that  they  introduce  it  in  the  record,  and  therefore  release  it 
for  publication.  I  understood  from  Senator  Jones's  message  that 
the  committee  declined  to  say  whether  it  was  a  discourtesy  or  not  if 
I  sent  it  out,  and  I  therefore  stated,  or  determined,  that  I  would 
not  send  it  out.  I  refused  all  applications  of  the  press  to  see  the 
statement,  and  it  was  already  placed  in  the  President's  hands  and  he 
ultimately  determined  to  send  it  out  himself,  and  that  was  done.  If 
I  had  known  that  it  would  have  been  considered  no  discourtesy  by 
the  committee,  I  would  have  been  glad  to  send  it  out  on  Saturday, 
but  I  was  left  wholly  uninstructed  in  the  matter. 

The  Chairman.  I  do  not  care  to  pursue  this  at  anv  length,  but 
this  much  I  want  to  say  to  you:  The  statement  I  find  here  is  sim- 
ply this,  after  stating  that  Mr.  Hoover  would  not  be  called  at  that 
time.    I  said : 

The  committee  liolUs  that  tlie  stateineut  stMit  by  Mr.  H(M»ver  to  the  com- 
mittee will  not  be  recelvod.  because*  they  expect  to  put  Mr.  Hoover  upon  the 
witness  stand  anil  examine  him,  like  other  witnesses. 

There  is  another  statement  in  the  record,  which  has  not  yet  been 
located.  Of  course,  a  statement  of  this  kind  could  be  printed,  and 
to  all  the  newspaper  men  that  came  and  asked  me  about  it  I  said 
that  Mr.  Hoover  was  at  liberty  to  do  as  he  saw  fit  about  it.  The 
only  point  I  am  trying  to  make  is  that  I  want  to  remove  the  impres- 
sion that  the  committee  in  some  way  or  other  deprived  you  of  an 
opportunity  to  make  a  statement  to  the  newspapers. 

Now,  you  had  unhesitatingly  made  a  statement  a  few  days  before 
that  to  the  newspapers,  attacking  one  of  the  witnesses,  had  you  not, 
Mr.  Hoover? 
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Mr.  HoovEK.  That  was  a  statement  regarding  matters  that  took 
place  before  the  committee.  It  was  not  a  statement  addressed  to  the 
committee. 

The  Chaibmak.  No;  it  was  a  statement  regarding  matters  that 
took  place  before  the  committee.  It  was  not  a  statement  you  had 
written  to  the  committee. 

Mr.  Hoover.  To  which  statement  wide  publicity  had  been  given  in 
the  meantime,  without  opportunity  of  reply. 

The  Chairman.  Yes.  Well,  the  opportunity  for  reply — now,  let 
us  attend  to  one  thing  at  a  time.  The  statement  that  you  criticized 
was  a  statement  of  a  witness  made  under  oath  before  the  committee. 
It  was  a  part  of  the  committee's  prooeedings.  You  say  you  felt  at 
liberty  to  criticize  that,  but  you  did  not  feel  at  liberty  to  give  to  the 
press  a  statement  of — ^the  contents  of  a  statement  which  you  yourself 
had  written,  and  which  the  committee  had  not  yet  received.  That  i> 
your  position. 

Mr.  Hoov'ER.  Which  I  was  under  the  impression  the  committee 
mi^ht  consider  it  a  discourtesy  if  I  used. 

The  Chairman.  You  thought  they  would  take  it  as  a  discourtesy 
if  jrou  disclosed  the  contents  of  a  paper  you  yourself  had  written  and 
which  the  committee  declined  to  receive,  but  that  the  committee  would 
not  take  it  as  a  discourtesy  if  you  attacked  a  witness  who  had  testified 
before  the  committee ?    Now,  I  think  that  is  pretty  plain. 

Now,  going  to  the  next  step,  you  have  just  saia  that  the  testimony 
had  been  given  out  by  Mr.  Spreckels,  without  any  opportunity  on 

Jour  part  to  reply.  Immediately  following  Mr.  SpreckeLs's  testimony 
[r.  Babst  was  put  on  the  stand,  was  he  not  ? 

Mr.  Hoover.  I  believe  so;  but  Mr.  Babst  was  neither  myself  nor  a 
witness  on  my  behalf. 

The  Chairman.  Did  you  not  give  me  the  name  of  Mr.  Babst  as  a 
witness? 

Mr.  Hoover.  I  did  not 

The  Chairman.  Did  you  give  me  the  name  of  Mr.  Bolph  as  a 
witness? 

Mr.  Hoover.  I  did  not. 

The  Chairman.  Did  you  write  a  letter  over  to  me  about  the  wit- 
nesses! 

Mr.  Hoover.  I  wrote  you  a  letter  about  two  witnesses  that  you  have 
not  called — ^Mr.  Earle  and  Judge  Millii^. 

The  Chairman.  Yes.  Now,  wait.  You  seem  to  be  manifesting  a 
little  heat.  I  hope  you  are  not,  Mr.  Hoover.  Did  you  not  send  from 
your  headquarters  a  letter  in  response  to  a  letter  that  we  wrote  you, 
suggesting  the  names  of  a  large  number  of  witnesses! 

Mr.  Hoover.  No,  sir.  [After  examining  some  papers.]  I  will 
apologize  to  you,  Senator,  on  the  one  item.  1  did  suggest  Mr.  Solph. 

The  Chairman.  Yes.  Did  you  also  say  that  Judge  Lindley  would 
be  there  ? 

Mr.  Hoover.  Yes. 

The  Chairman.  Then  in  one  communication  that  you  sent  did  you 
suggest  we  could  get  information  from — ^who  are  these  statisticians? 

Mr.  Hoover.  That  is  all  in  the  same  communication. 

The  Chairman.  Have  you  cot  that  communication  now ! 

Mr.  Hoover.  Mr.  Kolph  and  Judge  Lindley;  and  I  suggested  as  to 
the  statistics  that  you  might  adopt  those  of  Willett  &  Gray. 
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The  Chairman.  Have  you  a  copy  of  that  letter? 
Mr.  HoovEB.  Here  it  is.    [Indicating  in  printed  document.]    I  did 
not  suggest  Mr.  Babst. 
The  Chairman.  Was  there  not  another  letter  about  this  ? 
Mr.  Hoov£R.  There  was  another  letter  in  which  I  suggested  one 
of  the  independent  refiners,  Mr.  Earle,  and  Judge  Milling,  the  chair- 
man of  the  Louisiana  producers,  who  have  not  oeen  called. 
The  Chairman.  Well,  they  are  going  to  be  called. 
Mr.  Hoover.  I  hojpe  sa 

The  Chairman,  But,  stop ;  was  Mr.  Babst  an  unsatisfactory  wit- 
ness— an  adverse  witness?  Did  you  so  regard  him,  as  adverse  to 
you? 

Mr.  Hoover.  I  have  no  opinion  whatever  on  Mr.  Babst^s  testimony. 
That  is  not  a  fair  question. 

The  Chairman,  it  is,  in  view  of  this  situation.    I  mean  to  be  cour- 
teous, to  the  last  degree.    Mr.  Babst  you  had  selected  as  one  of  the 
members  of  the  International  Sugar  (Committee,  had  you  not? 
Mr.  Hoover.  Surely ;  plus  a  lot  of  other  gentlemen. 
The  Chairman.  Well,  but  you  had  selected  him  as  one  of  them! 
Mr.  Hoover.  Yes. 

The  Chairman,  And  the  lot  of  other  gentlemen  you  selected  were 
two  other  men,  were  they  not,  Mr.  Bolpn  and  Mr.  Jamison? 

Mr.  Hoover.  And  the  two  gentlemen  representing  the  allied  gov- 
ernments. 
The  Chairman.  You  did  not  select  them,  did  you? 
Mr.  Hoover.  No  ;  but  they  constitute  the  committee. 
The  Chairman.  Yes,  I  understand  they  do.    You  then  selected 
Mr.  Babst,  not  as  one  of  a  lot  of  other  gentlemen,  but  as  one  of  three 
Americans  that  you  put  on  that  board.    When  you  did  that  did  you 
regard  Mr.  Babst  as  a  man  of  high  honor,  truth,  and  acquainted  with 
the  sugar  situation  ? 

Mr.  Hoo>'ER.  I  certainly  did;  but  he  does  not  represent  the  Food 
Administration. 
Tlie  Chairman.  Very  well. 

Mr.  Hoover.  He  represents  the  American  refiners. 
The  Chairman.  When  he  is  on  this  business  board  that  fixes  the 
price  of  sugars  for  the  world,  does  he  only  represent  the  refiners? 

Mr.  Hoover.  That  committee  does  not  fix  the  price  of  sugars  for 
the  world. 

The  Chairman.  Well,  it  has  so  much  to  do  with  regulating  the 
sugar  of  the  world — I  will  put  it  that  way.  Do  they  make  regula- 
tions ? 

Mr.  Hoover.  They  make  recommendations  to  me  as  to  the  distribu- 
tion of  sugar  in  the  world. 

The  Chairman.  And  they  represent  only  the  refiners;  they  do  not 
represent  the  sucar  administration  ? 
Mr.  Hoover,  Not  Mr.  Babst. 

The  Chairman.  He  is,  then,  purely  a  representative  of  the  sugar 
refiners? 

Mr.  Hoover.  Yes:  selected  by  me  to  represent  them,  together  with 
others. 

The  Chairman.  You  selected  him  to  represent  them.  Do  you  com- 
plain because  the  committee  put  this  man  on  the  witness  stand  whom 
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you  had  selected  to  occupy  so  important  a  position  in  determining  the 
sugar  supplies  and  the  sugar  distributions  of  the  world?  Do  you 
complain  about  that  ? 

Ifc.  Hoover.  I  have  made  no  complaint,  except  this 

The^  Chairman.  I  am  speaking  about  the  complaint  that  vou,  or 
your  side,  were  not  riven  a  chance  to  be  heard.  Do  you  complain  be- 
cause we  put  Mr.  Babst  on  the  stand,  he  coming  to  us  with  this  high- 
est certificate  that  he  had  obtained  by  virtue  of  vour  appointment? 
Do  vou  complain  because  we  put  him  on  the  stand  ? 

Mr.  Hoover.  I  asked  to  go  on  the  stand  at  the  time  that  Mr.  Babst 
went  on  the  stand,  and  I  was  refused.  I  wished  to  get  over  to  the 
country  the  true  state  of  the  sugar  situation  in  order  that  there  should 
not  be  disorganization. 

The  Chairman.  But  you  did  not  think  that  Mr.  Babst,  a  man  you 
put  in  to  dominate  the  sugar  market  of  the  world,  was  capable  or 
sufficiently  trustworthy,  so  that  he  could  be  trusted  to  get  tne  truth 
of  the  situation  to  the  American  people  ? 

Mr.  Hoover.  I  did  not  believe  that  Mr.  Babst's  statement  would 
carry  the  conviction  that  my  own  would. 

The  Chairman.  I  think  you  are  right  about  that,  and  I  suppose 
Mr.  Babst  would  concur  in  your  opinion.  Now,  the  next  witness  we 
put  on  immediately  following  Mr.  Babst  was  Mr.  Bolph.  You  did 
send  us  the  name  of  Mr.  Bolph  as  a  competent  man,  did  you  ? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  you  did  send  him  to  us  as  a  man  whose  testi- 
mony ought  to  be  heard  ? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  he  was  one  of  the  very  men  you  referred  us 
to  for  accurate  and  correct  information? 

Mr.  Hoover.  Yes. 

The  Chairman.^  And  Mr.  Rolph  had  testified  before  you  sent  over 
this  document  which  you  asked  us  to  insert  in  the  recor(i,*and  whidi 
you  afterwards  say  the  President  gave  out? 

Mr.  Hoover.  Yes. 

The  Chairman.  So  that  the  country  has  had  the  benefit  of  the  tes- 
timony of  Mr.  Rolph,  and  that  had  been  given  out  to  the  papers  be- 
cause he  had  been  examined  by  this  committee.  All  that  had  occurred 
before  you  sent  over  your  statement  at  all. 

Mr.  Hoover.  And  .you  might  interlude  that 

The  Chairman.  That  is  true,  without  the  interlude,  is  it? 

Mr.  Hoover.    That  is  true. 

The  Chairman.  Mr.  Rolph  had  been  in  the  sugar  business  man> 
years  in  America,  had  he  not  ? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  I  suppose  from  the  fact  that  you  chose  him 
for  this  important  position,  you  regard  him  as  a  man  especially 
learned  in  matters  concerning  the  sugar  market  of  the  United  States? 

Mr.  Hoover.  Surely. 

The  Chairman.  You  re^rd  him  as  a  man  of  high  intelligence,  of 
course.    That  is  correct,  is  it  not? 

Mr.  Hoover.  Surely, 

The  Chairman.  And  he  had  more  experience  in  the  sugar  business 
many  times  over  than  you  had  had  ? 
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Mr.  Hoover.  But  Mr.  Bolph  was  not  in  possession  of  the  broad 
picture  of  the  world's  sugar  situation  that  I  was  in  possession  of  and 
<lesired  to  get  to  the  American  people. 

The  Chairman.  Let  us  see.  How  lone  had  Mr.  Bolph  been  serv- 
ing on  this  international  committee?  Wnen  did  he  go  on  that  com- 
mittee? 

Mr.  Hoover.  Some  time  in  October  or  November. 

The  Chairmak.  But  before  he  went  on  the  international  committee 
he  had  been  associated  with  you  for  how  long? 

Mr.  Hoover.  Probably  two  or  three  months. 

The  Chairman.  And  during  that  time  you  had  been  making  a 
study  of  the  world's  sugar  situation,  had  you  not  ? 

Mr.  Hoover.  Surely. 

The  Chairman.  And  had  you  not  been  able  in  that  time  to  impart 
to  Mr.  Rolph,  who  was  occupy  this  important  position,  the  salient 
facts  relative  to  the  world's  sugar  situation? 

Mr.  Hoover.  Very  probably;  but  Mr.  Rolph 's  statement  of  fhose 
facts 

The  CHAjR3fAN.  Had  he  not  been  able  to  absorb  them? 

Mr.  Hoover.  Mr.  Bolph's  statement  of  those  facts  probably  would 
not  carry  to  this  country  the  conviction  that  my  own  would.  Mr. 
Rolph  has  not  the  international  picture  as  I  have  it.  He  has  had  no 
opportunity  to  know  the  situation  among  the  allies  as  I  have. 

The  Chairman.  Yes. 

Mr.  Hoover.  My  only  complaint  is  that  I  was  not  given  an  early 
opportunity  to  come  before  this  committee,  either  in  person  or  by 
statement,  and  15  days  elapsed  from  December  13th  to  28th. 

The  Chairman.  You  are  not  going  to  charge  up  to  us  as  part  of 
that  15  days  the  time  from  last  Friday,  when  I  hurried  back  here  to 
the  city  of  Washington  to  give  you  a  hearing  and  when  you  were 
called  away?    You  are  not  going  to  charge  that  time  up  to  us? 

)Ir.  Hoover.  No  ;  I  have  taken  that  out. 

The  Chairman.  I  thought  so.  I  think  we  might  as  well  stop  now 
until  to-morrow  morning,  because  I  am  going  to  begin  to  ask  some 
questions  now. 

Senator  Jones.  If  we  can  get  that  statement  in  the  record  I  am 
through  with  the  witness. 

The  Chairman.  I  want  to  examine  it. 

Mr.  Hoover.  I  do  not  care  whether  it  is  in  the  record  or  not.  You 
can  leave  it  out  if  you  want  to. 

(Thereupon,  at  5.20  o'clock  p.  m.,  the  subcommittee  adjourned  until 
to-morrow,  Thursday,  January  3,  1918,  at  10.30  o'clock  a.  m.) 
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United  States  Senaiz, 

SlTBOOlOinTEE  OF  THE  C!OMMIITEB  ON  MaNUFACTUHES, 

The  subcommittee  met  at  10.30  o'clock  a.  m.,  Hon.  James  A.  Beed 


Pl-efient:  Senators  Beed,  Vardaman,  Jones,  Lodge,  and  Eenyon. 

TESTIHOinr  OF  EEBBEBT  HOOVE&— Besnmed. 

The  Chaibmak.  Mr.  Hoover,  on  yesterday  this  testimony  occurred, 
and  I  am  goine  to  read  the  context  so  that  it  will  all  appear  together, 
beginning  witn  your  answer  on  page  912  of  the  typewritten  tran- 
script.   You  are  speaking: 

Mr.  HooyER.  To  put  it  in  another  way,  the  prewar  differential  of  about  85 
had  risen  to  1.84  when  the  food  bill  came  into  operation,  and  had  averaged  that 
in  oar  calculations  over  the  whole  of  the  previous  nine  months;  and  we  there- 
upon reduced  the  refiners'  differential  from  1.84  to  1.90. 

Senator  Vabdaican.  That  was  the  average  profit  that  he  enjoyed  during  the 
prewar  years.    That  is  what  the  President  told  you  to  give  him,  was  it  not? 

Mr.  HoovEB.  To  give  him  85  plus  his  additional  costs. 

Senator  Vabdaman.  That  is  the  idea — ^to  give  him  the  profits  that  he  enjoyed 
In  normal  times. 

Mr.  HooTEB.  That  is  the  basis  on  which  we  operated. 

Senator  Lodcob.  Is  he  getting  those  profits  under  these  figures? 

Mr.  HoovKB.  I  do  not  think  so.  I  think  the  additional  cost,  the  additional 
rise  in  labor  and  costs  since  this  was  arrived  at,  has  cut  into  it  considerably. 

I  have  read  that  for  the  purposes  of  the  context.  I  continue  to 
read  from  die  transcript : 

Senator  Yaidamaii.  Tou  say  they  have  made  complaints  to  you  that  they 
were  not  getting  enough? 

Mr.  HoovKB.  They  have. 

The  Chauiican.  who  has? 

Mr.  HoovKB.  The  refiners. 

Senator  Vabdaican.  What  refiners,  please? 

Mr.  HoovKB.  Mr.  Earle  in  particular  says  that  his  refinery  is  running  at  a 
cost  of  1.28  at  the  present  time. 

Senator  Vabdakan.  Is  he  the  only  one? 

Mr.  HoovKB.  Mr.  Spreckels  protested  against  1.80  from  the  beginning. 

Senator  Vabdaman.  And  yet  he  offered  to  do  it  for  actual  cost,  did  he  not? 

And  this  is  what  I  am  now  calling  attention  to  particularly : 

Mr.  HoovzB.  No,  sir.  I  never  have  had  any  communication  from  Mr.  Spreck- 
els offering  to  work  for  the  Government  for  nothing.    T  have  two  letters  which 
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have  already  been  introduced  in  the  record  from  Mr.  Spreckels  offering  to  refine 
sugar  on  behalf  of  the  (Government  on  some  ftiir  toll  basis — ^in  other  words,  to 
take  a  Government  contract  This  letter,  I  believe,  was  handed  to  me  by  Mr. 
Lowry,  and  Mr.  Lowry  never  made  any  suggestion  to  me  that  Mr.  Spreckeis 
would  work  for  nothing. 

Mr.  Vabdaman.  That  is  rather  extraordinary  for  a  refiner. 

Mr.  HoovEB.  And  certainly  it  |s  not  in  any  of  the  correspondence. 

When  was  the  contract  made  with  the  refiners  or  among  the  re- 
finers? 

Mr.  Hoover.  The  contract  was  dated  the  1st  of  October,  and  nego- 
tiated some  little  time  before  that — some  days  before  it — ^I  presume. 

The  Chairman.  You  refer  to  two  letters  that  were  introduced  in 
evidence,  and  I  want  to  read  to  you  from  one  of  those  letters  and  see 
whether  you  are  not  in  error  when  you  say  that  Mr.  Spreckels  never 
offered  to  work  for  nothing.  I  read  from  a  letter  dated  New  York, 
October  31, 1917 : 

Mr.  Herbert  Hoover, 

Food  Administrator,  Washingtotiy  Z>.  C. 

Dear  Sir  :  You  wIU  remember  that  early  last  May,  when  the  question  of  food 
administration  was  first  being  discussed,  I  wrote  you  a  letter,  which  was  presented 
to  you  personally  by  our  Mr.  Lowry,  in  which  I  offered  the  services  of  our  plant 
and  organization  to  the  Government,  stating  that  we  were  perfectly  wlUln^  to 
operate  on  a  toll  basis  if  desired.  Our  Mr.  Lowry  also  informed  you  that  the  ques- 
tion of  profit  would  be  left  entirely  to  the  administration,  and  If  It  was  deter- 
mined that  the  sugar  industry  of  this  country  should  operate  without  profit  for 
the  period  of  the  war,  we  would  willingly  undertake  our  share  of  the  work.  I 
also  suggested  that  Mr.  Lowry  would  be  very  glad  to  discuss  the  situation  more 
fully  with  you  if  you  desired. 

You  received  that  letter,  did  you  not  ? 

Mr.  Hoover.  I  did;  but,  on  the  other  hand,  Mr.  Liowry  made  no 
such  offer  to  me,  nor  did  Mr.  Spreckels's  letters  of  May,  to  which 
you  refer,  contain  anv  offer  to  work  for  nothing. 

The  Chairman.  Your  testimony  yesterday  did  not  relate  to  letters 
of  May.  There  was  the  broad  statement  that  the  two  letters  that  were 
introduced  in  evidence 

Mr.  Hoo\TJj.  The  letters  of  Mav. 

The  Chairman.  The  letters  that  were  introduced  in  evidence,  the 
two  letters  that  you  referred  to,  that  they  did  not  contain  this  offer. 
I  have  now  read  to  you  the  first  of  those  two  letters  that  were  intro- 
duced in  evidence  and  to  which  you  referred  in  your  testimony  of 
yesterday.    I  shall  now  read  to  you  the  second. 

Mr.  Hxx)VER.  I  think  there  is  a  little  confusion  of  mind.  The  letters 
to  which  I  referred  were  letters  of  May  and  the  letter  to  which  you 
refer  is  a  letter  of  October.  I  think  I  can  clear  it  up  at  once.  I  admit 
that  Mr.  Spreckels  wrote  me  that,  of  course. 

The  Chairman.  Then  you  were  in  error  when  you  said,  "I  never 
have  had  any  communication  from  Mr.  Spreckels  offering  to  work  for 
this  Government  for  nothing.  I  have  two  letters,  which  have  already 
been  introduced  in  the  record,  from  Mr.  Spreckels  offering  to  refine 
sugar  on  behalf  of  the  Government  on  some  fair  toll  basis  "1 

Mr.  Hoover,  I  will  modify  that  and  say  at  once  that  some  three 
months  subsequently  Mr.  Spreckels  wrote  to  me  and  said  he  did  make 

an  offer. 

The  Chairman.  There  is  no  three  months  subsequently  about  it. 
You  were  testifying  yesterday  about  these  two  letters  that  were  intro- 
duced in  evidence,    i  on  referred  to  their  contents,  and  you  stated  that 


SHORTAGE  07  8UGAB.  681 

they  did  not  contain  a  certain  statement.  I  am  not  trying  to  contradict 
you,  I  am  just  trying  to  call  attention  to  the  fact  that  those  letters 
about  which  you  were  testifying  did  contain  the  very  statement  that 
was  discussed  yesterday,  namely,  that  Mr.  Spreckels  nad  offered,  if  it 
was  determined  that  that  should  be  done,  to  work  his  refinery  for 
nothing:  and  I  want  in  this  connection  to  simply  ask  if  ^ou  did  not 
get  the  letter  of  November  2  which  was  also  introduced  in  evidence 
and  which  stated,  "  With  reference  to  my  letter  of  October  31  would 
say  that  early  in  September,  etc."  Then  it  contains  a  long  discussion. 
You  received  that  letter,  I  think,  and  in  connection  with  that  I  call 
your  attention  to  your  own  ori^al  letter  which  I  present  to  you. 
I  believe  that  is  your  simature,  is  it  not? 

Mr.  Hoover.  May  I  look  at  the  letter? 

The  Chairman.  Certainly.   That  is  your  signature,  is  it  not? 

Mr.  Hoover.  Certainly.^ 

The  Chairman.  And  I  just  call  your  attention  to  the  opening  sen- 
tence— ^the  letter  has  already  been  printed  in  evidence — ^^  I  beg  to  ac- 
knowledge your  letters  of  October  31  and  November  2,"  October  31 
being  the  date  of  the  letter  to  which  I  have  just  called  your  attention. 

Mr.  Hoover.  But,  Senator,  I  think  there  is  a  little  confusion  of 
mind.  Here  are  the  two  letters  I  had  before  me  when  I  made  that 
statement,  and  they  are  dated  the  15th  of  May  and  the  12th  of  June, 
and  it  was  in  respect  to  these  letters  that  I  made  that  statement,  to 
which  the  remark  has  reference,  ahd  which  letters  are  already  in  the 
record,  I  believe. 

The  Chairman.  Mr.  Hoover,  I  want  to  say  very  emphatically  that 
I  have  not  the  slightest  desire  at  all  to  undertake  to  intmiate  that  you 
intentionally  misstated  anything — ^nothing  of  the  sort.  But  your 
statement  was  a  very  broad  one  that  Mr.  Spreckels  had  never  made 
any  such  offer,  and  1  am  calling  attention  to  the  fact  that  the  letters 
hewrote  did  contain  the  offer.  Have  you  the  May  letters  now  before 
you  to  which  you  refer? 

Mr.  Hoover.  Yes.  I  quite  agree  with  you.  Senator,  that  at  a  period 
some  three  months  after  that  these  letters  were  writteUj  Mr.  Spreckels 
wrote  and  said  he  had  made  such  an  offer,  but  certainly  I  had  not 
received  it  at  the  time,  aaid  I  did  not  thing  the  matter  was  very 
consequential. 

Senator  Jones.  That  was  after  the  agreement  had  already  been 
entered  into  between  all  of  the  refiners? 

Mr.  Hoover.  Oh,  yes. 

The  Chairman.  But  it  contains  the  statement  that  previous  offers 
had  been  made. 

Mr.  Hoover.  And  I  did  not  deny  it. 

The  Chairman.  And  the  answer  to  it.  Senator  Jones,  was  not  in 
any  way  correct — ^that  statement  I  just  offered.  It  is  not  worth 
dwelling  on,  except  to  simply  indicate  that  whatever  inuendo  there 
was  in  the  matter  ought  to  be  withdrawn.  Have  you  the  May  letters, 
and  if  you  have  I  wish  you  would  kindly  furnish  me  with  them. 

Mr.  Hoover.  The  two  of  them  are  in  the  record.  Here  they  are. 
In  Mr.  Spreckels's  testimony  he  says  that  at  that  time  he  offered  to 
work  for  nothing,  but  I  call  attention  to  the  fact  that  there  is 
nothing  in  these  letters  that  conveys  that  impression.  And,  Senator, 
may  I  call  your  attention  to  Mr.  Spreckels's  evidence  that  is  on  my 
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{)roof  sheet  here,  "49  L.  M.,"  where,  in  referring  to  these  specific 
etters,  Mr.  Spreckels  says 

The  Chairman.  Just  wait  one  moment ;  ffive  me  the  same  page. 
Mr.  Hoover.  It  is  about  halfway  down  the  page.    Mr.  Spre^^els, 
in  answer  to  Senator  Jones,  says : 

Since  last  May.    In  last  May  we  oifered  the  services  of  our  plant  to  Vbe  Got- 
emment  free  of  charge. 
The  Ghaibhaiv.  That  is  in  that  letter  you  brought  in? 
Mr.  SnuBOKXEjB.  It  Is  aU  stated  in  that  letter. 

I  callyour  attention  to  the  fact  that  it  is  not  stated  in  that  letter. 

The  (JHAiRMAN.  I  want  to  call  your  attention  at  this  time,  Mr. 
Hoover,  to  the  fact  that  in  the  June  letter — the  letter  of  June  12— 
which  you  have  just  handed  me,  occurs  this  expression.  The  letter 
is  from  Mr.  Lowry,  representing  Mr.  Spreckels.    I  read  as  follows: 

You  win  recall  when  I  first  talked  with  you,  speaking  for  the  Federal  Sugar 
Refining  Ck>.,  I  stated  that  if  it  should  be  determined  that  it  was  in  the  best 
interests  of  the  United  States  for  the  Ooverament  to  buy  raw-sugar  suppUes 
and  fix  the  selling  price  on  refined  sugar,  the  Federal  Sugar  Refining  Co.  was 
wlUing  to  undertake  the  work  of  refining  this  sugar  for  the  Government  on  a 
commission  or  toll  basis,  find  that  our  business  was  in  such  shape  that  we 
would  be  ready  to  begin  this  work  sometime  around  the  1st  of  July. 

That  indicated  that  the  Federal  Sugar  Hefining  Co.  was  willing 
to  put  itself  absolutely  in  the  hands  of  the  Food  Administration  ana 
accept  whatever  compensation  might  be  fixed. 

Mr.  Hoover.  I  do  not  see  how  you  can  derive  that  conclusion  from 
the  statement  that  they  were  prepared  to  accept  a  fair  toll  basis. 
That  becomes  a  matter  of  negotiation,  I  assume. 

The  Chairman.  Well,  let  us  see.  If  they  were  willing  to  have  the 
Government  buy  the  raw-sugar  supplies  and  to  fix  a  selling  price^ 
that  would  leave  them  practically  in  that  position,  and  the  cmlv  toll 
they  could  take  would  be  the  toll  you  fixea,  and  the  buyinff  and  sell- 
ing price  would  be  fixed,  and  the  Government  would  fix  both  of  them. 

Mr.  Hoover.  He  says  a  fair  toll. 

The  Chairman.  You  did  not  construe  that  as  an  adverse  letter,  did 
you ;  and  a  letter  of  a  man  who  is  trying  to  make  trouble ! 

Mr.  Hoover.  I  do  not  construe  it  as  an  offer  of  his  services  for 
nothing,  as  Mr.  Spreckels  says  here,  to  work  for  the  Government  for 
nothing.  If  a  man  wants  a  toll  or  a  commission,  I  do  not  assume  he 
is  working  for  nothing. 

The  Chairman.  But  he  does  state  in  the  October  letter — ^if  we  are 
going  to  get  down  to  the  question  of  technical  exactness,  he  did  state 
m  the  October  letter — ^that  he  would  work  for  nothing,  and  that  he 
had  previously  told  you  so ;  and  you,  in  your  testimony  that  I  have 
just  read,  said  that  he  had  never  made  that  statement.  Now,  making 
allowance  for  the  loose  statements  that  witnesses  made,  do  you  think 
Mr.  Spreckels  is  in  any  worse  shape  if  he  said  that  it  was  in  the 
May  letter  when  it  was  in  the  October  letter,  while  vou  said  that  it 
was  not  in  any  letter  and  it  was  in  the  October  letter? 

Mr.  Hoover.  Mr.  Spreckels  said  he  made  that  offer  in  May. 

The  Chairman.  You  stated  that  be  did  not  make  it  at  any  time. 

Mr.  Hoover.  I  will  amend  my  answer  to  say  that  he  made  it  in 
October. 

The  Chairman.  Now,  probably  Mr.  Spreckels  would  like  to  amend 
his  answer  so  that  it  may  correspond  with  the  fact.  I  simply  want 
^o  remove  from  both  of  you  gentlemen  any  reflection. 


\ 
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Mr.  Hoover.  He  made  it  in  October,  when  he  was  already  under 
contract  as  to  what  he  was  to  do. 

The  Chairman.  That  is  when  he  was  under  a  contract  by  which 
you  had  agreed  that  he  was  to  have  $1.80. 

Mr.  Hoover.  Yes. 

The  Chairman.  And  he  then  came  in  and  said  "Even  now. 
although  I  have  that  contract,  I  am  willing  to  work  for  nothing  ii 
the  other  refiners  are  willing  to  do  the  same  thing.*' 

Mr.  Hoover.  No;  he  does  not.  He  says  he  had  previously  offered, 
in  the  month  of  May,  to  do  it.  I  think  there  is  a  little  confusion, 
probably,  in  our  minds. 

Mr.  Spreckels  offered  to  take  a  certain  amount  of  Cuban  sugar  and 
refine  it,  pro  tem,  at  $1.30. 

The  Chairman.  That  is  a  different  proposition. 

That  telegram  that  we  are  now  referring  to  was  one  of  October  19, 
in  which  Mr.  Spreckels  asked  to  be  permitted  to  buy  some  sugars  and 
offered  to  sell  them  without  raising  the  price. 

Mr.  Hoover.  That  was  it ;  yes,  sir.   That  was  a  local  proposal. 

The  Chairman.  The  statement  made  was  : 

We  would  gladly  pay  more  for  our  raw  material  und  agree  not  to  advance  \ 
our  price  for  refined  sugar.  We  would  be  willing  to  work  without  any  profit,  or  . 
even  at  a  loss,  rather  than  to  deprive  those  who  are  urgently  In  need  of  sugar.         \ 

And  so  forth. 

Xow,  you  answered  this  letter  of  October  2  in  which  Mr.  Spreckels 
made  the  statement  that  they  had  prior  to  this  time  offered  to  refine 
sugars  for  nothing,  and  in  your  answer,  although  you  were  discuss- 
ing the  latter  for  a  page  and  a  half,  you  nowhere  challenged  the 
accuracy  of  the  statement  I  have  referred  to,  did  you? 

Mr.  Hoover.  I  think  the  letter  opens  up  with  a  statement  that  I 
do  not  propose — ^is  not  that  letter  datea  November  2  instead  of 
October  2  ? 

The  Chairman.  November  5. 

Mr.  Hoover.  Will  you  read  the  opening  paragraph  ? 

The  Chairman.  Yes;  I  will  read  it.     [jJeading:] 

Dear  Mk.  Sprkcket.8:  I  beg  to  acknowledge  your  letters  of  October  31  and 
November  2.  I  do  not  think  that  it  is  incumbent  on  nie  to  traverse  most  of  the 
statements  made  therein,  many  of  which  are  base<l  on  an  entire  misconception 
on  your  part. 

Mr.  Hoover.  That  I  considered  was  a  sufficient  mention  of  the 
question.  I  did  not  Dropose  to  enter  into  disputes  in  a  long  corre- 
spondence with  Mr.  Spreckels  or  any  other  gentleman  in  this  coun- 
try. I  have  probably  5,000  or  6,000  letters  in  my  office  to-day,  and 
I  can  not  enter  into  private  disputes.  That  was  a  sufficient  state- 
ment. 

The  CHAiRitfAN.  Now,  the  offer  to  work  for  nothing  was  not  a  pri- 
vate dispute. 

Mr.  Hoover.  It  seemed  to  me  an  immaterial  question. 

The  Chairman.  You  do  think  it  is  immaterial? 

Mr.  Hoover.  No  ;  I  thought  it  was  at  that  time. 

The  Chairbian.  Mr.  Spreckels's  two  letters  are  here.  One  of  them 
is  a  long  letter,  filled  with  complaints  against  your  having  put  in 
charge  of  the  sugar  situation  Mr.  Rolph  and  Mr.  Babst  and  Mr. 
Jamison,  all  of  whom  were  interested  parties  in  the  sugar  busineSai 
Now,  are  not  those  what  you  term  your  private  disputes  f 
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Mr.  HoovsB.  No. 

The  Chaibman.  Now,  we  are  getting  nowhere.  We  will  just  let 
it  stand  on  that. 

When  you  first  opened  your  headquarters  did  you  have  a  bureau 
that  furnished  matter  for  the  press,  or  some  gentleman  who  fur- 
.  nished  matter  for  the  press  ? 

Mr.  Hoover.  When  we  opened  the  Food  Administration  on  the 
10th  of  August,  yes;  we  opened  a  public  information,  or,  rather,  a 
publication  printing  bureau  and  engaged  in  the  dissemination  of 
information  generally  on  conservation  and  on  food-control  matters. 

The  Chairman.  Prior  to  that  did  you  have  any  publicity  bureau 
or  publicity  man  with  you,  or  anybody  looking  after  the  matter  of 
publicity? 

Mr.  Hoover.  There  were  certain  periods  before  the  Food  Adminis- 
tration was  set  up  under  the  food  bill,  when,  on  the  authorization  of 
the  President,  we  were  carrying  on  a  wide  propaganda  on  the  subject 
of  conservation. 

The  Chairman.  Very  well. 

Mr.  Hoover.  I  do  not  remember  what  the  date  was. 

The  Chairman.  You  had  somebody  engaged  on  that  work,  did 
you  not? 

Mr.  Hoover.  There  were  two  or  three  different  people,  one  time  or 
another. 

The  Chairman.  Who  were  the  people  who  had  charge  of  it  ? 

Mr.  Hoo>'ER.  Mr.  Cosgrave  at  one  time;  Mr.  Samuels,  I  believe, 
at  one  time ;  and  Mr.  Allen  at  one  time. 

The  Chairman.  Mr.  Cosgrave? 

Mr.  Hoover.  Yes. 

The  Chairman.  When  did  he  have  charge? 

Mr.  Hoover.  I  do  not  recollect  those  dates. 

The  Chairman.  Was  he  the  first  man? 

Mr.  Hoover.  He  was  the  first  man  in  entire  charge;  yes. 

The  Chairman.  In  entire  charge? 

Mr.  Hoover.  Yes. 

The  Chairman.  Who  was  the  second  man  you  named? 

Mr.  Hoover.  Mr.  Samuels,  who  was  in  charge  for  some  time. 

The  Chairman.  Where  did  you  get  Mr.  Cosgrove  ? 

Mr.  Hoover.  Mr.  Cosgrove  was  f ormerlv  the  editor  of  Every- 
body's Magazine,  and  later  he  was  on  the  Ifew  York  World  for  a 
time. 

The  Chairman.  And  he  came  here  and  joined  you  practically  as 
soon  as  you  came  to  this  country  ? 

Mr.  Hoover.  No;  I  do  not  recall  the  date,  but  I  should  think  it 
was  some  time  after  I  arrived. 

The  Chairman.  When  you  first  came  here  who  was  the  publicity 
man  you  had? 

Mr.  Hoover.  I  did  not  have  anybody  when  I  first  came. 

The  Chairman.  How  long  was  it  after  you  came  before  you 
had  somebody? 

Mr.  Hoover.  I  think  the  President's  authorization  to  set  up  the 
educational  work  was  about  the  middle  of  Jime,  or  something  like 
that.    I  do  not  remember  the  exact  date. 

The  Chairman.  Who  took  charge  at  that  time? 
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Mr.  Hoov£K.  That  I  can  not  tell  you  at  the  moment.  I  will  have 
to  look  it  up. 

The  Chairman.  When  did  Mr.  Allen  come  here? 

Mr.  Hoover.  Mr.  Allen  came  with  me  as  my  secretary  from 
London. 

The  Chairman.  Oh,  yes.  What  had  Mr.  Allen's  business  been  in 
London? 

Mr.  Hoover.  Mr.  Allen  was  on  the  Associated  Press  at  some  time. 

The  Chairman.  When  did  he  become  your  secretary? 

Mr.  Hoover.  Sometime  before  I  left  London. 

The  Chairman.  How  long? 

Mr.  Hoover.  I  think  three  or  four  weeks.  In  the  meantime  Mr. 
Allen  had  been  serving  with  the  Belffian  relief. 

The  Chairman.  Mr.  Allen  had  been  the  correspondent  of  the 
Associated  Press  in  London  how  long  before  you  secured  him  as 
your  secretary? 

Mr.  Hoover.  Oh,  I  have  no  knowledge.  I  suppose  five  or  six 
weeks. 

The  Chairman.  And  he  had  been  your  secretary  some  four  or  five 
weelvs  before  you  came  to  the  United  States  ? 

Mr.  Hoover.  He  had  been  serving  part  of  his  time  on  the  Belgian 
relief,  for  two  years. 

The  Chairman.  And  he  had  not  been  in  your  employ;  he  had 
been  the  correspondent  of  the  Associated  Press  during  that  time? 

Mr.  Hoover.  He  was  one  of  their  staff  and  they  loaned  him  a  part 
of  the  time  to  the  Belgian  relief. 

The  Chairman.  Yes;  I  am  talking  about  when  he  became  associ- 
ated with  you  as  your  secretary.  That  was  how  many  weeks  before 
you  came  to  this  country? 

Mr.  Hoover.  I  have  no  idea.  It  may  have  been  anything  between 
two  weeks  and  five  weeks.    That  is  an  immaterial  point. 

The  Chairman.  Oh,  yes.    Just  a  short  time. 

Mr.  Hoover.  Yes. 

The  Chairman.  And  did  he  then,  when  he  became  associated  with 
you  as  your  secretary,  give  up  his  work  as  the  correspondent  of  the 
Associated  Press  ? 

Mr.  Hoover.  Yes. 

The  Chahiman.  He  entirely  severed  his  connection? 

Mr.  Hoover.  Surely. 

The  Chairman.  He  came  to  this  country  with  you  and  at  once 
took  up  the  work  on  publicitv  ? 

Mr.  Hoover.  No;  I  brought  Mr.  Allen  initially,  because  I  had  to 
carry  on  the  Belgian  relief  work  at  that  time,  and  he  was  entirely 
familiar  with  the  organization ;  I  brought  him  to  look  after  that  end 
of  the  work. 

The  Chairman.  How  soon  did  he  take  up  the  publicity  matters  ? 

Mr.  Hoover.  In  the  Food  Administration  ? 

The  Chairman.  Yes. 

Mr.  Hoover.  I  think  Mr.  Allen  was  placed  in  entire  charge  some 
time — ^I  do  not  know — in  August,  I  think,  or  September. 

The  Chairman.  I  am  not  talking  about  when  ne  was  put  in  entire 
charge.    T  am  asking  you  how  soon  he  took  up  the  publicity  matters, 

Mr.  Hoover.  He  was  always  interested  in  publicity  matters,  as  mos' 
newspaper  men  are. 
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The  Chairman.  That  still  is  not  an  answer.  I  hope  you  will  be 
quite  generously  frank  with  me. 

Mr.  Hoover.  I  am. 

The  Chairman.  I  am  only  trying  to  get  at  what  Mr.  Allen  did 
when  he  began  to  take  up  publicity  matters  for  you. 

Mr.  Hoover.  That  I  can  not  tell  precisely.  He  acted  as  my  secre- 
tary for  a  while  and  then  took  command  of  those  publicity  matters. 
I  can  not  tell  you  all  those  dates,  but  I  will  be  glad  to  find  out^  to 
look  them  up. 

The  Chairman.  It  is  not  material,  but  practically  from  the  first 
he  had  something  to  do  with  the  publicity  matters?  I  am  trying  to 
fix  this.  It  is  not  material  in  itself,  but  1  am  trying  to  get  where  I 
can  ask  another  question. 

Mr.  Samuels,  where  did  you  secure  him  from? 

Mr.  Hoover.  He  came  from  Philadelphia. 

The  Chairman.  And  from  what  newspaper? 

Mr.  Hoover.  He  was  connected,  I  think,  with  the  Country  Grentle- 
man — some  one  of  the  Curtis  Publishing  Co.'s  papers. 

The  Chairman.  Mr.  Cosgrove  and  '^&.  Samuels  and  Mr.  Allen  are 
paid  in  some  way  for  their  services? 

Mr.  Hoover.  No  ;  Mr.  Cosgrove  came  as  a  volunteer  for  the  time 
he  was  here. 

The  Chairman.  How  long  was  he  here? 

Mr.  Hoover.  I  think  he  was  here  off  and  on  for  three  montiis. 

The  Chairman.  Off  and  on  ? 

Mr.  Hoover.  Yes;  he  came  first  all  the  time  and  afterwards  part 
of  the  time. 

The  Chairman.  How  long  was  he  here? 

Mr.  Hoover.  My  impression  is  that  he  was  here  all  the  time  for  a 
month  or  five  weets. 

The  Chairman.  And  then  he  went  back? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  took  up  his  connection  with  his  paper? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  he  came  over  here  and  donated  some  of  hi& 
time  for  a  short  time? 

Mr.  Hoover.  Yes. 

The  Chairman.  That  disposes  of  that  matter.  Xow,  how  about 
Mr.  Samuels? 

Mr.  Hoover.  I  do  not  recollect  the  date.  He  came  down,  I  should 
think,  some  time  in  Julv  and  worked  until  he  was  drafted  into  the 
Army. 

The  Chair3ian.  When  was  that? 

Mr.  Hoover.  I  should  think  about  two  months  ago. 

The  Chairman.  Mr.  Samuels,  I  think  you  said,  came  from  the 
Country  Gentleman? 

Mr.  fioovER.  From  some  one  of  the  Curtis  Publishing  Co.'s  papers. 

The  Chairman.  And  Mr.  Allen  had  what  compensation? 

Mr.  Hoover.  Mr.  Allen  had  a  small  salary  from  the  Food  Admin- 
istration.   I  forget  what  it  was;  I  think  it  was  $200  a  month. 

The  Chairman.  Anything  for  expenses? 

Mr.  Hoover.  Well,  that  $200  a  month  is  supposed  to  be  expens-e 
money.    I  think  Mr.  Allen  was  originally  a  volunteer,  but  he  could 
'ot  stand  it  for  so  long. 
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The  Chairman.  Did  he  cease  to  draw  any  salary  as  your  sec- 
retary ? 

Mr.  Hoovis.  When  he  came  on  he  drew  no  salary  as  my  secretary. 
He  had  a  salary  for  looking  after  certain  matters  for  the  Belgian  re- 
lief. I  do  not  know  what  it  was  exactly,  but  I  think  it  was  $150  a 
month. 

The  Chairman.  When  he  was  acting  as  your  secretary  did  he  get 
any  salary? 

Mr.  Hoover.  I  did  not  pay  him  anything.  v 

The  Chairman.  You  did  not  pay  liim  anything? 

Mr.  Hoover.  No,  sir. 

The  Chairman.  When  he  came  over  here  with  you,  how  did  he 
happen  to  come?    How  did  you  happen  to  come,  Mr.  Hoover? 

Mr.  Hoover.  How  did  I  happen  to  come  here  ? 

The  Chairman.  Yes. 

Mr.  Hoover.  I  was  asked  to  come  here  by  the  Council  of  National 
Defense  to  advise  them  on  food  matters. 

The  Chairman.  Who  communicated  with  you? 

Mr.  Hoover.  Secretary  Lane,  if  I  recollect  correctly. 

The  Chairman.  By  letter  or  cable? 

Mr.  Hoover.  By  cable. 

The  Chairman.  And  you  came  and  brought  Mr.  Allen  with  you? 

Mr.  Hoover.  Yes. 

The  Chairman.  You  did  not  expect  him  to  do  any  advising.  You 
brought  him  along  in  his  capacity  of  secretarv  ? 

Mr.  Hoover.  I  did.  I  brought  him  along  \)eeause  I  wanted  some- 
body to  help  me  look  after  the  Belgian  relief. 

The  Chairman.  Then  he  never  was  your  personal  secretary.  He 
was  paid  whatever  he  was  paid  out  of  the  Belgian  relief,  and  after- 
wards out  of  the  Food  Administration? 

Mr.  Hoover.  Well,  it  is  more  or  less  a  matter  of  terms.  The  rela- 
tionship was  always  that  of  a  secretary,  and  he  had  a  little  allow- 
ance from  the  Belgian  relief.  He  acted  for  me,  and  made  himself 
as^enerally  useful  as  he  could. 

The  Chairman.  Did  he  look  after  any  of  your  private  matters? 

Mr.  Hoover.  I  do  not  think  so. 

The  Chairman.  When  you  got  this  organization  for  publicity  at 
work,  did  you  send  out  a  good  deal  of  matter  to  the  newspapers? 

Mr.  Hoover.  Oh,  yes.  A  great  deal  of  material  has  been  sent  out 
on  conservation  and  other  lines. 

The  Chairman.  What  has  become  of  that  organization  ?  Is  it  still 
in  existence? 

Mr.  Hoover.  The  thing  has  been  further  developed  into  a  definite 
educational  bureau  on  conservation  and  food  matters,  food  saving, 
and  that  sort  of  thing. 

The  Chairman.  Who  is  at  the  head  of  it? 

Mr.  Hoover.  Mr.  Allen  is  the  head  of  it  now. 

The  Chairman.  And  does  it  have  its  headquarters  where  it  had 
before? 

Mr.  Hoover.  It  has  its  headquarters  in  the  new  Food  Administra- 
tion Building. 

The  Chairman.  Where  it  was  ? 
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Mr.  Hoover.  Well- 


The  Chairman.  And  it  sends  out  large  quantities  of  matter  to  the 
newspapers  from  day  to  day,  does  it  not  ? 

Mr.  Hoover.  I  do  not  know  that  they  are  large.  They  send  out  a 
great  deal  of  material. 

*The  Chairman.  You  were  asked  to  give  to  the  committee  all  of 
the  matter  that  had  been  furnished  to  the  press  in  the  last  80  days. 

Mr.  Hoover.  That  was  with  relation  to  sugar. 

The  Chairman.  No  ;  not  with  relation  to  sugar  alone.  You  brou^t 
to  us  11  sheets  of  paper  containing  statements  for  the  press. 

Mr.  Hoover.  No;  they  were  with  relation  to  sugar.  They  only 
comprise  that  one  thing. 

The  Chairman.  Were  you  asked  simply  to  bring  that  which  related 
to  sugar  f 

Mr.  Hoover.  That  was  my  imderstanding.  If  you  wish  to  have 
the  whole  of  the  material,  I  do  not  see  any  reason  why  it  should  not 
be  done,  but  I  do  not  know  that  it  is  important  to  the  sugar  inquiry, 
that  is  all. 

The  Chairman.  The  reguest  that  was  made  from  you,  Mr.  Hoover, 
I  wrote.  I  expressly  put  in  it  a  request  for  all  of  the  publications  or 
matter  you  had  furnished  the  press,  and  I  am  going  to  ask  you  now  if 
you  will  not  kindly  give  us  all  that  has  been  furnished  to  the  press 
in  the  last  30  days. 

There  was  one  matter  that  we  were  referring  to  last  night.  You 
spoke  about  Judge  Milling  and  Mr.  Earle  not  having  testified.  If  we 
had  had  Judge  Milling  or  Mr.  Earle  testify  before  you  testified,  Mr. 
Hoover,  I  want  to  say  to  you  that  it  would  only  have  postponed  your 
testimony  that  much  further.    We  expect  to  call  those  gentlemen 

Mr.  Hoover.  I  am  glad  to  hear  it. 

The  Chairman  (continuing).  And  have  expected  to  do  it,  except 
that  Judge  Milling  rec^uested  to  be  permitted  to  put  in  a  statement 
instead  of  being  examined. 

Mr.  Hoover.  My  suggestion  about  Mr.  Earle  was  only  that  I 
thought  the  committee  should  have  before  them  the  statements  of  a 
number  of  independent  refiners. 

Senator  ICenyon.  Could  Mr.  Earle  add  anything  to  the  testimony 
of  the  men  who  have  testified  as  to  sugar? 

Mr.  Hoover.  He  could  give  the  point  of  view  of  the  various  inde- 
pendent refiners  in  the  country,  oi  whom  there  are  quite  a  number, 
and  whom  I  should  like  to  have  called,  and  I  think  it  would  help 
the  committee  if  they  could  have  a  representation  of  those  men.  There 
is  also  the  Reverse  Refinery  at  Boston,  which  is  entirely  independent. 

The  Chairman.  You  testified  yesterday  that  in  fixing  the  sugar 
price  you  had  to  take  into  accoimt  the  fact  that  there  were  certain 
refineries  that  could  barely  live  at  the  price  fixed.  I  am  speaking 
of  beet  sugar  now. 

Mr.  Hoover.  Yes. 

The  Chairman.  You  were  asked  if  you  would  give  us  the  names 
of  those  refineries  that  could  barely  exist  at  the  price  fixed — ^7.25. 

Mr.  Hoover.  I  have  a  list  here.  I  am  told  that  there  are  probably 
more  of  them,  but  those  are  the  only  ones  of  which  we  have 

Senator  Vardaman.  Read  them. 

The  Chairman.  I  will  read  them  into  the  record: 

The  Sail  Joaquin  Valley  Sugar  Co. ;  factory,  Visalia,  Cal. 
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Sacramento  Valley  Su^r  Co. ;  factory,  Hamilton  City,  Cal. 

Chippewa  Sugar  Kefinmg  Co. ;  factory,  Chippewa  Falls,  Wis. 

United  States  Sugar  Co. ;  factory,  Madison,  Wis. 

Wisconsin  Sugar  Co. ;  factory,  Menominee  Falls,  Wis. 

Delta  Beet  Sugar  Corporation ;  factory,  Delta,  Utah. 

Do  you  know  tiie  output  of  these  companies  i 

Mr.  Hoover.  No  ;  I  do  not.    I  could  get  it  for  you. 

The  Chairman.  Who  prepared  this  sheet  which  you  have  handed 
me  of  those  that  probably  could  not  operate? 

Mr,  Hoover.  The  data  originally  came  to  me,  some  directly  from 
the  men,  and  Mr.  Taylor,  in  our  office,  gave  me  that  this  morning. 
I  asked  him  to'^ve  me  the  list  of  those  who  he  was  satisfied  were 
running  very  dose  on  the  margin,  some  of  them  losing,  and 
others 

The  Chairman.  They  were  losing  at  the  time  you  fixed  the  price? 

Mr.  Hoover.  No;  we  assumed  that  we  were  fixing  a  price  that 
they  could  live  on,  and  it  was  a  very  close  margin  to  them. 

The  Chairman.  I  say,  it  was  a  very  close  margin  at  the  time  you 
fixed  the  margin  ? 

Mr.  Hoover.  And  we  have  fears  now  that  they  are  not  going  to 
come  off  with  it,  owing  to  the  increase  of  costs. 

The  Chairman.  I  still  say,  because  I  want  it  to  be  in  the  record, 
that  at  the  time  you  fixed  the  margin  these  particular  companies 
could  barely  live  at  that  margin? 

Mr.  Hoover.  Yes ;  we  felt  that  they  were  just  barely  covered. 

The  Chairman.  Do  you  know  what  their  total  output  is? 

Mr.  Hoover.  No  ;  I  ao  not. 

The  Chairman.  And  you  think  that  the  right  way  to  handle  this 
matter  would  be  for  the  Government  to  buy  all  of  the  sugars  and 
pay  different  prices  to  different  refiners  or  manufacturers? 

Mr.  Hoover.  I  think  it  would  be  the  most  equitable  way. 

Senator  Vardaman.  Mr.  Chairman,  may  I  ask,  just  in  that  con- 
nection, if  Mr.  Hoover  knows  anything  about  the  price  that  those 
manufacturers  paid  for  beets?  Those  are  beet  sugar  manufacturers 
that  you  are  giving  ? 

Mr.  Hoover.  Yes. 

Senator  Vardaman.  Do  you  know  anything  about  the  price  they 
paid  for  beets  to  the  farmer? 

Mr.  Hoover.  I  only  know  in  a  general  way,  but  it  is  too  wide  a 
range.    I  would  have  to  get  the  details  for  you. 

(At  this  point,  by  request,  the  reporter  read  the  following  question 
and  answer:) 

The  Chairman.  And  you  think  that  the  right  way  to  handle  this  matter  would 
be  for  the  Government  to  buy  all  of  the  sugars  and  pay  different  prices  to  dif- 
ferent refiners  or  manufacturers? 

Mr.  HoovEB.  I  think  It  would  be  the  most  equitable  way. 

Mr.  Hoover.  That  is  not  the  whole  of  my  answer,  if  I  may  con- 
tinue it. 

The  Chairman.  Yes. 

Mr.  Hoover.  I  think  that  if  we  approach  the  thing  from  the  point 
of  view  of  supporting  the  beet  and  Louisiana  production  it  would  be 
the  most  practicable  way,  because  there  is  this  general  economic  fact 
in  the  sugar  production  to-day :  That  white  labor  has  advanced  enor- 
mously in  price,  whereas  the  colored  labor  of  Cuba,  Porto  Rico,  and 
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Hawaii  has  not  so  neatly  advanoed,  and  the  consequence  is  that  they 
are  outdistancing  the  American  production  in  oosts. 

The  Chairman.  You  think  that  plan  is  a  practicable  plan! 

Mr.  HoovxH.  I  think  it  is.  I  think  we  could  give  assurances  to 
the  beet  industry^  if  we  were  able  to  do  it,  that  would  greatly  stimu- 
late beet  production.  That  is  my  own  feeling  about  it  It  is  a  mat- 
ter of  opinion. 

The  Chairman.  How  would  you  get  one  beet  manufactui*er  to 
sell  his  sugar  at,  we  will  say,  5  cents,  when  aonther  man  beside  him 
was  getting  7 1 

Mr.  Hoover.  Well,  I  assume  that  we  would  put  the  beet  factories 
on  some  sort  of  a  toll,  the  way  the  cane  refiners  are,  and  arrange  some 
sort  of  assurances  to  the  beet  producers.  We  have  not  ^ot  the  details 
worked  out  in  our  minds.  We  have  not  contemplated  its  possibility. 
I  only  made  it  as  a  suggestion  of  a  solution.  We  would  have  to  work 
it  out    It  requires  a  great  deal  of  consideration. 

The  Chairman.  Do  you  think  there  would  be  any  danger  of  a 
beet  factory  manufacturing  some  sugar  and  selling  it  on  its  own 
account  under  those  circum^nces  ? 

Mr.  HoovxiL  I  do  not  think  so.  Senator. 

The  Chairman.  Why  not? 

Mr.  HoovsR.  I  have  confidence  that  you  can  depend  on  the  patriot- 
ism and  character  of  men  who  enter  into  contrads  with  the  Govern- 
ment in  these  times. 

The  Chairman.  But  they  have  not  made  any  such  contract  as  that 

Mr.  Hoover.  No. 

The  Chairman.  You  do  not  know  whether  they  would  or  not! 

Mr.  Hoover.  Well,  one  would  have,  probably,  to  put  up  some  sort 
of  control  that  would  see  that  it  was  done. 

The  Chairman.  That  would  make  them  do  it  Now,  we  have  had 
a  ^ood  deal  of  talk  about  voluntarily  doing  tins  thing  and  voluntarily 
domff  that  thing  for  patriotic  reasons.  As  a  matter  of  fact,  back  of 
all  or  these  various  devices  that  are  employed  there  has  to  be  the 
element  of  force.  That  is  your  position,  I  think,  from  your  testi- 
mony.   Am  I  correct  about  that? 

Mr.  Hoover.  I  think  there  has  to  be  an  element  of  authority  in  it 
but  there  is  also  an  element  of  fair  play. 

The  Chairman.  Oh,  certainly.  That  enters  into  everything,  but 
the  element  of  force  is  one  of  the  essentials,  I  believe.  Now  I  am 
going  to  ask  you,  Mr.  Hoover,  if  you  will  not  give  to  us  every 
circular  or  order  that  has  been  issued  by  you  touching  the  sugaf 
trade  or  sugar  business  from  the  first.  1  take  it  there  have  been 
certain  regulations  and  rules,  etc.,  that  have  been  adopted. 

Mr.  Hoover.  Oh,  yes. 

The  Chairman.  And  you  will  produce  those  for  us? 

Mr.  Hoover.  Certainly. 

The  Chairman.  Did  I  understand  you  to  say  yesterday  that  in 
fixing  prices  there  had  been  no  account  taken  of  the  profits  the 
wholesaler  was  to  charge? 

Mr.  Hoover.  Oh,  no;  you  must  have  misunderstood. 

The  Chairman.  What  is  the  fact  about  that? 

Mr.  Hoover.  The  wholesalers  are  under  regulation. 

The  Chairman.  They  are;  and  what  profit  are  they  to  be  allowed 
on  handling  sugar? 
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Mr.  Hoover.  The  regulation  or  rule  reads  somewhat  to  this  ef- 
fect— I  can  not  quote  it  in  legal  terms — that  they  shall  deal  in 
all  of  their  commodities  at  cost  plus  a  reasonable  profit,  and  that 
profit,  in  turn,  by  instruction,  is  to  be  interpreted  as  a  prewar  nor- 
mal profit  for  that  time,  place,  and  business.  In  other  words,  the 
whole  object  of  the  regulation  was  to  restore  prewar  conditions,  as 
far  as  we  could. 

The  Chairman.  But  did  you  fix  an  upset  sum  for  any  of  them  ? 

Mr.  Hoover.  There  was  a  great  deal  of  discussion  on  the  question 
as  to  whether  we  should  fix  an  upset  sum,  but  if  I  mieht  explain  to 
you  one  of  the  little  di£Eiculties  of  that  trade,  my  understanding  is, 
and  I  think  it  is  pretty  clear,  that  the  wholesale  trade  had  always 
handled  sugar  at  less  than  cost;  and  if  we  were  to  fix  a  differential,  we 
might  have  been  fixing  a  differential  higher  than  prewar  conditions. 
Therefore  we  concluded  that  we  would  oetter  restore  prewar  condi- 
tions than  to  fix  a  differential. 

The  Chairman.  Do  I  understand  you  to  say  that  the  wholesale 
dealers  had  been  handling  sugar  at  less  than  cost  before  the  war — 
that  it  had  been  the  custom? 

Mr.  Hoover.  The  average  cost  of  doing  a  wholesale  business  is 
somewhere  about  10  per  cent,  and  their  average  profit  that  they 
expect  to  make  is  somewhere  about  2^  or  8,  so  we  will  say  12J  per 
cent. 

The  Chairman.  On  sugar? 

Mr.  Hoover.  On  all  conmiodities;  and  they  had  been  handling 
sugar  on  a  differential  of  from  25  to  75  cents  a  hundred  in  the 
various  localities. 

The  Chairman.  Thus  actually  losing  money? 

Mr.  Hoover.  Well,  at  least  they  used  it  as  a  leader  in  their  busi- 
ness. 

The  Chairman.  When  ^ou  made  the  regulation  for  them  it  was 
that  they  should  take  their  prewar  profits  and  not  go  beyond  that 
in  the  prices  they  were  to  charge  for  sugar? 

Mr.  Hoover.  That  was  our  idea — ^to  restore  prewar  conditions  in 
the  handling  of  sugar. 

The  Chairman.  The  prewar  condition  was  no  profit.  It  was  to  be^ 
handled  at  a  loss.  So  that  we  get  to  this-ythat  after  the  sugar  left' 
the  refinery  and  before  it  reached  the  retailer  it  was  to  be  handled, 
during  that  period  of  the  transaction,  at  less  than  the  cost  oi 
handling  it  ? 

Mr.  Hoover.  Well,  it  was  to  be  handled  on  the  prewar  basis.  I 
assume  that  the  wholesale  grocer  knows  his  business,  and  that  he 
had  an  advantage  out  of  selling  sugar  at  less  than  the  average 
manipulation  of  his  business. 

The  Chairman.  But  that  condition  as  it  existed  before,  of  han- 
dling it  for  less  than  cost,  was  still  to  obtain? 

ftS.  Hoover.  So  far  as  we  were  able  to  keep  it  going. 

The  Chairman.  Yes.  Now,  how  far  did  you  go  to  enforce  that? 
I  mean  now  by  that  only  this,  to  make  my  question  plain.  You  sent 
out  some  circulars  or  instructions  or  regulations  to  the  effect  just 
indicated  ? 

Mr.  Hoover.  At  one  time,  and  I  might  say  that  one  or  two  of  our 
State  food  administrators  have  had  the  wholesalers  together  in  their 
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localities,  and  have  agreed  with  them  on  a  differential  on  a  prewar 
basis  for  sugar.  We  have  not  done  anything  of  the  kind  universally. 
We  have  left  it  up  to  the  local  men,  if  they  could  get  a  local  agree- 
ment, that  they  could  do  so. 

The  Chairman.  We  have  now  disposed  of  the  refiner  and  the 
wholesaler.  Did  you  make  any  effort  to  do  anvthing  to  get  the  sugar 
from  the  wholesaler  through  the  retailer  to  the  people  without  any 
extortion  being  practiced? 

Mr.  Hoover,  x  es.  We  have  no  powers  of  regulation  of  the  retail 
trade  unless  the  particular  house  happens  to  be  doing  more  than 
$100,000  worth  of  business  a  year,  and  the  consequence  is  that  our 
license  control  extends  onlv  to — I  can  not  be  sure  of  the  figure — I 
think  1,500  retailers  out  or  some  350,000,  so  that  the  -others  are  not 
under  a  definite  control.  But  there  is  a  provision  in  the  food  bill, 
section  4, 1  think,  against  extortionate  or  undueprices.  There  is  no 
penalty  attached  to  that  section  of  the  bill.  The  penalty  was  ap- 
parent! v  deleted.  If  there  had  been  a  penalty,  I  thiuK  we  could  have 
controlled  the  retailer ;  but  as  it  stands,  all  that  we  could  do  was  to 
say  that  an  extortionate  price  was  a  violation  of  clause  4  and  a  vio- 
lation of  the  law,  and  that  for  violators  we  would  instruct  whole- 
salers not  to  deal  with  them. 

The  Chairman.  And  the  wholesaler,  being  under  a  license,  and 
hence  subject  to  your  regulation,  would  naturally  obey  your  request? 

Mr.  Hoover.  I  think  so. 

The  Chairman.  So  that  it  amounts  to  this,  that  you  had  the  re- 
tailer in  this  sort  of  a  situation:  If  he  charged  more  than  you 
thought  ought  to  be  charged,  you  could  cut  off  his  sugar  supply  alto- 
gether ? 

Mr.  Hoover.  Theoretically,  but  practically  it  is  a  very  difficult 
thing  to  manage  350,000  retailers  and  several  thousand  wholesalers. 
But  at  least  it  is  a  point  for  public  opinion  to  concentrate  itself. 

The  Chairman.  As  a  matter  of  fact,  it  has  been  employed  by  you 
as  a  very  considerable  f orce^as  it  not  ? 

Mr.  Hoover.  I  hope  so.  We  have  tried  our  best  to  keep  the  price 
of  sugar  down  to  the  consumer. 

The  Chairman.  I  am  only  trving  to  get  you  to  say  whether  it  had 
been  successful  or  unsuccessful,  because,  if  unsuccessful,  we  ought 
to  know  where  the  difficulty  is. 

Mr.  Hoover.  Yes. 

The  Chairman.  And  if  successful,  of  course,  we  do  not  need  to  go 
any  further. 

Senator  Lodge.  In  that  connection,  Mr.  Chairman,  may  I  ask  a 
question  if  it  will  not  interrupt? 

The  Chairman.  Certainly. 

Senator  Lodge.  Mr.  Hoover  have  you  any  knowledge  as  to  the 
price  at  which  the  export  sugar  that  we  sent  out  was  retailed  in 
France  or  Italy  or  England? 

Mr.  Hoover.  I  have  not  the  data  here,  but  I  can  get  it  for  you. 

Senator  Lodge.  Roughly  speaking,  how  did  it  compare  with  our 
price? 

Mr.  Hoover.  The  English  price  on  sugar  for  some  time  now  has 
been  5  pence  a  pound.  That  would  be  10  cents,  and  our  price,  after 
allowing  the  retailer  his  usual  profit,  should  be  in  the  eastern  terri- 
tory something  like  9^  cents  and  in  the  central  territory  8J  cents. 
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Senator  Lodge.  If  anything,  ours  is  a  little  lower  than  the  price 

abroad  ? 

Mr.  Hoover.  Yes.  The  problem  of  the  retailer  has  been  this,  that 
we  have  appealed  to  his  patriotism  not  to  practice  extortion,  and 
we  have  had  a  very  great  response.  We  have  also  tried  to  illumi- 
nate the  public  on  the  fact  that  this  price  gave  a  fair  profit,  and 
they  should  not  pay  more,  and  if  they  were  called  upon  to  pay  more 
they  should  complain  to  us,  and  those  complaints  have  been  taken  up 
by  our  local  representatives  with  the  retailer,  and  in  ninety-nine  out 
oip  a  hundred  cases  he  has  rectified  his  conduct.  And,  generally  speak- 
ing, I  think  the  public  is  getting  its  sugar  at  the  right  price.  There 
have  been  some  instances  of  flagrant  violation. 

The  ChahHIan.  Just  on  this  question  of  the  power  than  can  be 
employed  in  line  with  what  we  were  saying  a  moment  ago,  you  hold 
to  the  view,  do  you  not,  that  anyone  who  can  control  the  distribution 
Mfmachinery  can  control  practically  the  prices? 
^  Mr.  Hoover.  I  think  you  can  stabilize  prices.  I  would  not  want  io 
say  you  can  absolutely,  but  you  can  stabilize  them. 

The  Chairman.  I  say  practically? 

Mr.  Hoover.  Yes. 

The  Chx\irman.  And  when  you  say  stabilize  you  mean  that  you  can 
control  within  certain  limits  ? 

Mr.  Hoover.  That  is  true. 

The  Chairman.  There  is  a  point,  of  course,  where  human  resistance 
mi^ht  spring  up,  and  this  has  been  a  method  that  you  have  employed 
with  considerable  success  in  administering  your  office  ? 

Mr.  Hoover.  I  think  so. 

The  Chairman.  And  it  is  in  that  way  that  you  have  fixed  the  price 
for  wheat  ? 

Mr.  Hoover.  Yes;  the  wheat  price  is  founded  on  a  little  different 
economic  basis.  It  is  founded  on  the  Government  buying  of  wheat, 
and  having  stabilized  the  price  of  wheat  by  virtue  oi  that,  then  to 
stabilize  the  price  of  flour. 

The  Chairman.  Is  that  the  only  means  that  you  have  employed  to 
control  the  price  of  wheat  ?  I  do  not  want  to  go  into  that  field,  but 
I  am  just  asking  it  in  connection  with  this  other  proposition.  Is  that 
ttie  only  means  you  have  employed  ? 

Mr.  Hoover.  No.  The  wheat  problem  is  considerably  complicated. 
We  have  stopped  speculation  in  wheat,  and  we  have  asked  the  millers 
of  the  country  not  to  pay  more  than  the  Government  price  for  their 
purchases,  and  they  have  adhered  to  that  pretty  well. 

The  Chairman.  This  is  what  you  have  done,  is  it  not?  You  have 
taken  control  of  the  boards  of  trade  ? 

Mr.  Hoover.  We  asked  them  to  cease  trading  in  wheat  altogether. 

The  Chairman.  You  have  appointed  a  commission  to  regulate  each 
of  the  grain  exchanges.  You  have  appointed  a  man  at  each  of  the 
grain  exchanges  who  represents  you  ? 

Mr.  Hoover.  No. 

The  Chairman.  Not  at  any  of  the  grain  exchanges? 

Mr.  Hoover.  Not  so  far  as  I  know. 

The  Chairman.  Who  is  Mr.  Piazzec  at  Kansas  City  representing? 

Mr.  Hoo\T.R.  He  represents  the  grain  corporation  there,  and  has  to 
do  with  the  Government  buying  and  selling. 
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The  Chairman.  Exactly.  Has  he  not  issued  instructions  under 
your  authority  to  these  grain  men  to  the  tenor  and  effect  that  they 
can  buy  wheat  only  at  certain  given  prices? 

Mr.  HpovER.  I  do  not  know  that  he  has  issued  instructions.  He 
has  told  them  all,  and  we  have  told  the  country^  by  and  large,  that 
we  wanted  the  trading  to  go  on  at  Government  prices. 

The  Chairman.  Exactly,  and  you  have  successfully  carried  that 
out. 

Mr.  Hoover.  We  have,  by  virtue  of  the  voluntary  response  of  the 
country. 

The  Chairman.  Let  us  see.  Where  did  the  farmer  have  a  place 
to  sell  his  wheat?  Where  was  the  farmer's  market?  I  do  not  want 
to  go  into  this  at  any  length,  but  it  bears  on  this  other  (]uestion. 
The  farmer  had  two  places  to  sell,  had  he  not,  one  to  the  grain  dealer 
and  the  other  to  the  miller? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  you  have  instructed  the  grain  dealers  that 
they  must  pay  just  certain  prices.    That  is  right? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  you  have  instructed  the  millers  that  they 
must  pay  certain  prices? 

Mr.  IioovER.  We  asked  them  toj  yes. 

The  Chairman.  And  you  have  instructed  the  millers  that  if  they 
did  not  do  it  that  something  will  happen  to  them? 

Mr.  Hoover.  No.  We  asked  the  millers  to  enter  a  voluntary  con- 
tract with  us  that  they  would  not 

The  Chairman.  Have  they  done  that? 

Mr.  Hoover.  They  have. 

The  Chairman.  So  that  now  you  have  taken  away  from  the  farmer 
his  market  for  his  wheat,  except  that  he  may  sell  it  to  grain  dealers 
who  will  give  but  one  price,  and  to  millers  who  will  give  but  one 
price.    That  is  right,  is  it  not? 

Mr.  Hoover.  We  have  stablized  the  price  in  the  country. 

The  Chairman.  You  know,  do  you  not,  that  Congress  never  gave 

iron  any  such  authority.  You  can  not  put  your  finger  on  a  line  of 
effislation  giving  you  that  authority,  can  you? 

Mr.  Hoover.  1  consider  that  the  whole  sense  of  the  food  bill-; — 

The  Chairman.  Can  you  call  my  attention  to  a  clause  authorizing 
you  to  do  that? 

Mr.  Hoover.  The  food  bill  provides  for  the  purchase  of  wheat  by 
the  Government. 

The  Chairman.  That  is  a  different  thing.  That  purchase  of 
wheat  by  the  Government  is  what  you  told  us  was  going  to  be  your 
means  of  stablizing,  and  you  would  go  into  the  market  and  you  would 
buy  wheat,  and  then  you  will  be  prepared  to  sell  wheat.  Do  you  now 
tell  this  committee  that  that  is  the  same  thing  as  saying  to  the  grain 
dealers  of  the  country,  "  If  you  pay  more  than  a  certain  amount, 
you  will  be  disciplined,"  and  saying  to  the  only  other  market,  the 
iniller,  "  You  come  in  and  make  a  solemn  contract  by  which  you 
agree  to  pay  only  such  prices  as  have  been  specified  by  me."  Do 
you  say  that  those  two  things  are  the  same  thing:? 

Mr.  Hoover.  We  originally  called  a  commission  together — the 
President  called  a  commission  together  in  which  the  farmer  had  a 
majority,  and  determined  what  was  a  fair  price. 
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The  Chaibmak.  For  what? 

Mr.  HoovEiL  To  determine  a  fair  price  at  which  wheat  should  be 
bought  and  stabilized  for  the  country. 

The  Chairman.  I  am  not  asking  what  the  President  did.  I  am 
asking  about  this  bill,  and  I  want  to  ask  you  if,  when  this  bill  was 
before  Confess  and  when  you  were  advocating  its  passage,  you  did 
not  repeatedly  tell  the  Congress  of  the  United  States  that  tiiere  was 
no  price-fixing  in  the  bill  ?  I  mean  by  that,  did  you  not  tell  the  com- 
mittees of  Congress  that  ? 

Mr.  Hoover.  I  do  not  recollect  whether  I  did  or  not. 

The  Chairman.  See  if  I  can  call  your  attention 

Mr.  Hoover.  Wait  one  moment*  I  agree  that  I  pi-obably  did,  and 
there  was  no  price-fixing  in  the  bill. 

The  Chairman.  And  yet  you  have  employed  the  language  of  this 
bill,  which  you  solemnly  assured  Congress  did  not  authorize  price- 
fixing,  so  as  to  fix  the  price  on  every  oushel  of  wheat  raised  m  the 
United  States,  have  you  not? 

Mr.  Hoover.  We  have,  and  it  has  been 

The  Chairman.  Is  not  that  a  direct  and  an  absolute  usurpation 
of  authority? 

Mr.  Hoover.  It  has  been  done 

The  Chairman.  Is  it  not  an  abuse  of  power  that  would  be  a 
criminal  act  under  the  laws  of  our  States  if  it  was  done  at  normal 
times — for  any  man  to  employ  a  legitimate  power  for  the  purpose 
of  coercing  and  compelling  a  citizen  to  do  something  that  does  not 
come  within  that  power? 

Mr.  Hoover.  It  nas  been  done  with  the  full  approval  of  the  Presi- 
dent of  the  United  States. 

The  Chairman.  Of  course,  the  President's  coat  tails  are  broad  and 
his  shoulders  are  mighty,  and  his  position  in  the  world  is  unchal- 
lenged by  anyone,  but  I  insist  that  I  am  examining  you,  not  with  ref- 
erence to  what  the  President  has  done,  but  with  reierence  to  the  au- 
thority in  this  law  which  you  told  us,  which  you  admitted,  did  not 
contain  price-fixing  power — ^authority  under  which  you  have  pre- 
sumed to  fix  the  price  for  the  wheat  of  the  country. 

Mr.  Hoover.  Now,  may  I  make  my  statement? 

The  Chairman,  uertainly. 

Mr.  Hoover.  In  the  first  instance,  I  take  it  that  a  country  at  war 
wishes  to  get  results.  It  wishes  to  protect  its  producer  and  protect 
its  consumer. 

The  Chairman.  Who  is  to  judge  of  that,  you  or  the  Congress  that 
makes  the  law  ? 

Mr.  Hoover.  The  Congress  that  made  the  law  introduced  this 
clause  into  the  law,  in  the  first  section  of  the  act,  which  reads  in  this 
way— 

•  ♦  •  hereafter  in  this  act  called  necessaries;  to  prevent,  locally  or  gen- 
erally, scarcity,  monopolization,  hoardlns:.  Injurious  speculation,  manipulations, 
and  private  controls,  aflPecting  such  supplies,  distribution,  and  movement,  and  to 
establish  and  maintain  governmental  control  of  such  necessaries  during  the  war. 

The  Chairman.  Yes. 

Mr.  Hoover.  I  have  interpreted  that 

The  Chairman.  That  is  the  preamble.  The  powers  follow.  A 
preamble,  as  you  know,  means  absohitely  nothing  in  itself.    Tt  is 
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not  an  enacting  clause ;  it  is  a  declaration  that  does  not  constitute  any 
part  of  the  act.  The  substantive  part  of  the  act  follows  the  pre- 
amble. Do  you  pretend  to  say  to  us  that  there  is  contained  in  the 
substantive  part  of  this  act  any  authority  on  your  part  to  fix  the 
price  of  wheat? 

Mr.  Hoover.  I  pretend  to  say,  or  I  do  say,  that,  taking  the  act 
altogether  in  all  ot  its  phases,  its  objects  have  been  carried  out  in  the 
arrangement  of  the  wheat  control  in  this  country. 

The  Chairman.  You  pretend  to  say  there  is  price  fixing  in  the  act, 
*  do  you — ^the  right  to  fix  prices? 

Mr.  Hoover.  In  the  sense  it  has  been  fixed  in  the  case  of  wheat. 

The  Chairman.  I  do  not  care  about  senses.  I  am  just  talking 
about  whether  it  is  done.  I  want  to  call  your  attention  to  the  fact — 
to  ask  you — if  you  did  not  appear  before  the  Committee  on  Agricul- 
ture of  the  Senate  on  the  19th  day  of  June,  1917,  and  there  present 
and  read  a  statement  which  you  had  carefully  written  up  in  advance? 

Mr.  Hoover.  I  presented  a  statement. 

The  Chairman.  It  was  a  written  statement?  i 

Mr.  Hoover,  Yes. 

The  Chairman.  I  will  ask  you  if  you  were  not  then  discussing  the 
food-control  bill,  called  there  for  the  purpose  of  discussing  it  with 
the  Committee  on  Agriculture? 

Mr.  Hoover.  Surely. 

The  Chairman.  And  I  will  ask  you  if  you  did  not  make  this  state- 
ment: 

•  *  ♦  from  the  luimbor  of  current  iUusioiis  nboiit  the  legislnth^n  proposed. 
First  is  the  ilUision  In  some  quarters  that  the  biU  Is  directed  against  the  pro- 
ducer. 

Then  follows  your  comment  on  that,  and  I  shall  read  it: 

It  would  not  be  necessary  to  traverse  this  statement  to  anyone  that  had  read 
the  bill.  It  especially  excepts  the  producer  from  every  one  of  Its  provislona, 
with  the  exception  of  one  section,  and  that  4s  the  provision  for  a  guaranty,  and 
this  section  is  designed  to  entirely  benefit  and  secure  the  producer. 

That  was  the  wheat  guaranty  of  $2,  was  it  not? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  the  producer  in  that  case  was  the  farmer, 
was  he  not? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  you  stated  to  the  Agricultural  Committee 
there  at  that  time  that  it  was  an  illusion  to  assume  that  the  bill  was 
directed  against  the  producer,  and  that  the  producer  was  expressly 
excepted  from  its  terms,  and  now  you  say  that  you  have  fixedthe 
price  on  the  wheat  of  all  the  wheat  producers  of  the  United  States. 

Mr.  Hoover.  We  have  stabilized  the  price. 

The  Chairman.  Yes;  stabilized  it;  and  that  is  to  say  that  by 
stabilization  you  mean  iSxation,  is  it  not? 

Mr.  Hoover.  He  can  in  his  local  markets  obtain  more  or  less. 

The  Chairman.  Oh,  more  in  his  local  market.  •  Mr.  Hoover,  you 
are  too  smart  a  man,  and  as  weak  as  I  am,  I  hope  you  will  not  pay 
me  the  poor  compliment  of  saying  that  you  could  for  a  moment  con- 
vince me  or  any  one  that  the  local  market  that  is  left  to  the  farmer 
leaves  him  a  price  that  amounts  to  anything  after  you  have  taken 
away  the  great  markets  for  his  wheat — that  is  to  say,  the  market  of 
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the  grain  merchant,  the  market  of  the  board  of  trade,  and  the  market 
of  the  miller. 

Mr.  Hoover.  I  do  not  wish  to  quibble  with  the  position.  I  agree 
with  you;  the  price  of  wheat  has  been  stabilized.  There  is  practi- 
cally a  limit  to  what  the  farmer  can  get  for  his  wheat. 

Tiie  Chairman.  Practically  a  limit,  and  for  all  intents  and  pur- 
poses has  he  not  fixed  an  absolute  price  on  the  wheat  in  the  United 
States? 

Mr.  Hoover.  Practically  so.    Now,  may  I  finish? 

The  Chairman.  Certainly. 

Mr.  Hoover.  I  do  not  think  it  is  fair  to  enter  upon  the  wheat 
question  unless  you  are  going  to  enter  into  all  of  its  complexities. 
There  are  a  thousand  angles  to  it,  that  could  not  be  entered  on 
unless  we  take  a  week  upon  it,  and  I  would  like  to  make  this  ad- 
ditional statement,  that  the  farmer  generally  was  agreed  as  to  his 
price.  He  accepted  the  price  as  a  fair  price  in  his  own  protection, 
and  he  gained  out  of  that  price  a  matter  of  about  45  cents  or  55  cents 
a  bushel  more  than  he  had  ever  realized  for  his  wheat  before,  and  bj 
stabilization  of  the  price  the  consumer  of  this  country  is  getting  his 
flour  for  $3  a  barrel  less  than  he  was  getting  it  for  when  we  entered 
upon  that  arrangement. 

The  Chairman.  We  might  enter  upon  that.  Do  you  mean  to  tell 
us  now  that  by  this  fixation  of  price  you  raised  the  price  to  the 
farmer  above  what  he  was  getting  before  you  fixed  the  price? 

Mr.  Hoover.  We  raised  the  price  above  what  he  really  got  for  his 
previous  harvest  by  the  figure  I  have  given. 

The  Chairman.  For  his  previous  harvest,  yes;  and  let  us  carry 
that  on.  You  say  that  you  reduced  the  price  of  flour  $3  below  the 
previous  yearns  flour.    Do  you  say  that? 

Mr.  Hoover.  Three  dollars  below  the  price  existing  when  we  en- 
tered upon  that  stabilization. 

The  Chairman.  Ah,  exactly.  When  ^ou  come  to  say  that  you 
reduced  the  price  of  flour,  you  take  the  highest  price  that  flour  had 
reached  as  your  basis;  but  when  you  say  you  advanced  the  price  of 
wheat  to  the  farmer,  you  do  not  take  the  highest  price  of  wheat,  but 
you  take  his  average  for  the  year? 

Mr.  Hoover.  No,  sir 

The  Chairman.  Now,  as  a  matter  of  fairness  and  in  order  to  state 
this  question  fairly,  would  not  this  be  the  right  position  to  take:  If 
you  are  going  to  take  the  average  price  of  wheat  for  the  year,  then 
ought  you  not  to  take  the  average  price  of  flour  for  the  year?  Now, 
that  is  fair,  is  it  not? 

Mr.  Hoover.  That  is  fair;  and  I  do  not 

The  Chairman,  Wheat  reached  a  very  high  point  for  a  short  time 
and  flour  reached  a  very  high  point  for. that  short  time;  but,  as  a 
matter  of  act,  the  price  that  was  fixed  for  flour  is  above  the  average 
price  of  flour  for  the  preceding  year,  is  it  not?  I  am  not  saying  it 
is  not  necessary,  but  I  am  just  trying  to  fix  the  fact. 

Mr.  Hoover.  I  do  not  think  it  is  above  the  average  price  for  the 
previous  year. 

The  Chairman.  How  much  is  it  now  ? 

Mr.  Hoover.  I  have  the  figures  in  my  mind  as  to  the  average 
price  of  the  previous  year. 


648  SHOBTAGE  OF  SUGAB. 

The  Chairman.  I  have  not  the  exact  figures,  but  I  have  them 
very  largely  in  mind ;  the  prices  as  they  run  from  month  to  montt; 
and  I  tnink  if  you  will  think  for  a  moment  you  will  recall  that 
wheat  last  year  sold  very  cheaply  for  a  number  of  months  and  flour 
sold  very  cheaply  during  those  same  months ;  and  then  wheat  took 
a  sudden  boom  in  the  market,  and  flour  followed;  but,  as  a  matter 
of  fact,  the  price  of  wheat  is  higher  on  the  average  now  than  it  was 
last  year,  although  it  is  very  much  lower  than  the  high  point,  and 
the  price  of  flour  is  very  much  higher  than  last  year,  although  it  is 
lower  than  the  high  point 

Mr.  Hoover.  No. 

The  Chairman.  Is  not  that  the  way  that  figures  out? 

Mr.  Hoover.  No,  sir ;  that  is  not  correct. 
.  The  Chairman.  What  is  the  matter?    It  is  a  matter  of  mathe- 
matics. 

Mr.  Hoover.  It  is  a  matter  of  actual  figures.  The  price  of  wheat 
is  very  much  higher  than  the  farmer  realized  the  year  before,  and  the 
price  of  flour  is  but  very  little  higher. 

The  Chairman.  What  is  flour  to-day? 

Mr.  Hoover.  Flour  at  the  mill  door  is  averaging  to-day  about  $10. 

The  Chairman.  Now,  the  mill  door  is  not  the  test.  What  is  the 
wholesale  price  of  flour  to-day? 

Mr.  Hoover.  The  wholesale  price  of  flour,  depending  on  locality, 
is  somewhere  from  $10.50  to  $11.10.    It  depends  on  the  quality. 

The  Chairman.  Is  it  not  a  fact  that  last  year  flour  sold  around 
$10  for  a  number  of  months  ? 

Mr.  Hoover.  No;  I  do  not  think  it  was  as  low  as  that  on  the 
average. 

The  Chairman.  Of  course,  it  is  utterly  useless  for  you  and  I  to 
argue  about  it,  because  the  figures  are  available  to  everybody.  Now, 
I  want  to  go  to  the  next  statement  you  made  to  this  committee  in 
connecion  with  the  one  I  just  read,  and  I  will  read  that  again: 

From  a  number  of  current  illusions  about  the  legislation  proposed,  the  first 
Is  the  illusion  in  some  quarters  that  the  bill  Is  directed  against  the  producer. 
It  would  not  be  necessary  to  traverse  this  statement  to  anyone  that  had  read 
the  bill.  It  especially  excepts  the  producer  from  every  one  of  its  provisions, 
with  the  exception  of  one  section,  and  that  is  the  provision  for  a  guaranty ;  and 
this  section  is  designed  to  entirely  benefit  and  secure  the  producer.  The  sav- 
ings of  the  American  consumer  ought  not  and  should  not  be  made  by  a  sacrifice 
on  the  part  of  the  producer.  They  should  be  made  by  the  exclusion  of  specu- 
lative profits  from  the  handling  of  our  foodstuffs. 

Now  I  come  to  the  next  proposition : 

The  second  illusion  is  that  there  is  price  fixing  by  this  bill.  There  is  no 
provision  for  price  fixing,  and  no  such  thing  can  be  carried  out  under  the  bill 

You  said  that,  did  you  not? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  you  have  carried  it  out,  have  you  not? 

Mr.  Hoover.  I  have  not. 

The  Chairman.  You  have  just  told  us  how  you  have,  have  you 
not? 

Mr.  Hoover.  We  have  endeavored  to  stabilize  prices,  and  this 
statement  promised  we  would  do  so. 

The  Chairman.  Do  not  let  us  quibble  about  terms.  You  say  yon 
have  stabilized  prices.  What  do  you  mean  by  that — stabilizing 
prices? 
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Mr.  Hoover.  To  maintain  a  reasonable  level  of  prices. 

The  Chairman.  When  you  maintain  a  level  of  prices  yoii  fix  the 
price,  do  you  not? 

Mr.  Hoover.  WelWou  can  use  the  terms  as  you  like. 

The  Chahihak.  What  is  the  use  of  our  haggling  about  it  ? 

Mr.  Hoover.  You  can  use  them  as  you  like. 

The  CHAHtMAN.  Yes. 

Mr.  Hoover.  May  I  call  your  attention  to  one  more  provision  in 
the  bill,  Senator? 

The  Chairman.  Certainly. 

Mr.  Hoover.  After  reciting  the  object  of  the  bill,  to  include  Gov- 
ernment control  of  such  necessaries  during  the  war  and  such  arrange- 
ments as  may  be  necessary  for  the  exercise  of  such  Government 
control,  it  goes  further  and  says : 

Sbc.  2.  That  in  currying  out  the  purposes  of  this  act  the  President  is  author- 
ized to  enter  into  any  voluntary  arrnngements  or  agreements,  to  create  and  use 
any  agency  or  agencies,  to  accept  the  services  of  any  persons  without  compen- 
sation, to  cooperate  with  any  agency  or  person,  to  utilize  any  department  or 
agency  of  the  Government,  and  to  coordinate  their  activities  so  as  to  avoid 
any  preventable  loss  or  duplication  of  effort  or  funds. 

Now,  if  the  preamble  in  that  bill  stands  for  anything,  the  object  of 
the  next  section  of  the  bill  is  to  carry  out  the  purposes  stated  in  the 
first  paragraph. 

The  Chairman.  Then,  you  say  there  is  price  fixing  in  the  bill,  do 
you?  Why  did  you  not  tell  us  that  when  vou  were  over  telling  the 
conmiittee  of  Congress  there  was  no  price  fixing?  Why  did  you  not 
call  attention  to  that  and  say,  ^'The  language  is  broad  enough  so 
that  we  can  fix  prices  and  we  are  going  to  fix  prices  "  ? 

Mr.  Hoover.  1  do  not  agree  that  we  have  nxed  prices.  You  have 
not  read  the  whole  of  my  statement.  That  is  a  matter  of  discussion 
between  us  as  to  terms. 

The  Chairman.  Hardly.    It  is  hardly  a  matter  of  discussion. 

What  examination  did  you  cause  to  be  made  to  ascertain  the  profits 
of  the  beet-sugar  factories?  Did  you  make  any  extended  examina- 
tion of  that  or  cause  any  to  be  made? 

Mr.  Hoover.  We  took  the  figures  from  the  Federal  Trade  Com- 
mission. They  had  made  an  exhaustive  examination  of  pre-war 
costs,  and  then  we  followed  up  from  those  figures  for  various  locali- 
ties the  additional  costs  and  came  to  a  fairly  comprehensive  view  of 
the  situation,  in  one  direction. 

The  Chairman.  Did  the  Federal  Trade  Commission  report  that 
any  of  these  beet-sugar  refiners'  costs  were  so  great  that  they  prob- 
ably were  unable  to  make  money?  I  do  not  mean  as  a  conclusion, 
but  did  they  report  facts  of  that  character  ? 

Mr.  Hoover.  They  reported  the  facts  of  the  costs  in  various  locali- 
ties on  the  pre-war  basis^  and  then  we  followed  up  with  the  addi- 
tional factors  which  origmated  during  the  war. 

The  Chairman.  I  do  not  understand  what  you  mean  by  origi- 
nating during  the  war  ? 

Mr.  Hoover.  The  Federal  Trade  Commission's  study  was  a  prewar 
study,  of  course;  and  then  we  had  to  add  the  necessaray  additions 
tooosta 

The  Chaxrman.  Ye& 

Mr.  Hoover.  And  we  came  to  a  fairly  comprehensive  idea  of  what 
the  profits  were — or  what  their  costs  were,  at  least 
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The  Chairman.  Did  you  regard  it  as  a  possible  thing  to  main- 
tain a  different  level  of  prices  for  beet  sugar  and  cane  sugar  in  this 
country,  except  with  a  small  differential  that  is  said  to  always  exist 
of  25  cents  a  hundred  pounds? 

Mr.  Hoover.  Not  permanently.  Our  view  was  that  we  could  main- 
tain the  beet  price  west  of  the  AUeghenies  until  the  cane  price  fell 
for  the  new  crop  by  distributing  the  beet  sugar  west  of  the  AUe- 
ghenies solely,  and  we  had  hoped  to  supply  the  country  east  of  the 
AUeghenies  from  Louisiana.  Later  that  broke  down,  and  we  had 
to  bring  beet  sugar  into  the  eastern  territory. 

The  Chairman.  But  you  did  start  out  with  the  intention  of  main- 
taining different  prices  lor  beet  sugar  and  cane  sugar,  did  you  not? 

Mr.  Hoover.  We  did,  until  such  time  as  the  new  cane  came  in  from 
Louisiana. 

The  Chairman.  And  the  beet  came  in  first;  and  when  did  the 
beet  sugar  begin  to  come  in? 

Mr.  Hoover.  Some  time  about  the  1st  of  November. 

The  Chairman.  Earlier  than  that,  was  it  not? 

Mr.  Hoover.  There  was  some  manufactured  in  October. 

The  Chairman.  And  you  expected  to  have  that  crop  sold  west  of 
the  Allegheny  Mountains? 

Mr.  Hoover.  We  hoped  to  see  it  sell  there. 

The  Chairman.  And  you  hoped  to  sell  it  at  a  different  price  from 
what  the  cane  sugar  would  bring  east  of  the  Allegheny  Mountainsl 

Mr.  Hoover.  Yes. 

The  Chairman.  So  that  you  did  not  make  any  effort,  under  thosD 
circumstances,  to  have  it  shipped  east  of  the  Allegheny  Mountainst 

Mr.  Hoover.  We  did  immediately  we  found  that  the  Louisiana 
sugar  would  not  supply  that  market. 

The  Chahiman.  Exactly;  when  you  found  it  out.  But  I  mean  as 
originally  proposed? 

Mr.  fioovER.  No ;  we  felt  we  could  supply  that  market  the  other 
way. 

The  CnAiR3iAN.  How  long  was  it  you  maintained  that  origintl 
conclusion  or  intention  of  having  the  beet  sugar  sold  west  of  the 
Allegheny  Mountains  at  a  different  price  than  the  cane  sugar  was 
to  command  east  of  the  AUeghenies? 

Mr.  Hoover.  Up  to  the  time  when  we  saw  the  Louisiana  sugar  was 
not  going  to  come  up  fast  enough  to  supply  it. 

The  Chairman.  When  did  you  learn  that? 

Mr.  Hoover.  I  do  not  know  the  date. 

The  Chairman.  Approximately? 

Mr.  Hoover.  Some  time  in  November,  I  think  it  was. 

The  Chairman.  During  all  that  period,  then — ^how  late  in  No- 
vember ? 

Mr.  Hoover.  I  do  not  recollect.    I  will  have  to  look  it  up. 

The  Chairman.  Are  there  any  of  your  associates  here — or  assist- 
ants, I  should  say — who  could  tell  you? 

(Mr.  Rolph  here  spoke  to  the  witness.) 

Mr.  Hoover.  It  was  about  the  middle  of  November  we  found  that 
the  Louisiana  supplies  would  be  insufficient  to  maintain  the  ratio  in 
the  northeastern  States. 

The  Chairman.  What  was  it  you  discovered  about  the  Louisiana 
supplies  about  the  middle  of  November? 
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Mr.  Hoover.  They  had  entered  into  a  contract  with  the  American 
Sugar  Refining  Co.  that  they  would  ship,  or,  at  least,  the  anticipa- 
tion was  that  they  would  ship,  50,000  tons  into  the  northeastern  ter- 
ritory, and  that  out  of  a  total  of  100,000  tons,  and  as  I  understand 
the  American  only  received  a  total  of  29,000  tons,  so  that  it  consider- 
ably undermined  that  situation. 

The  Chairman.  And  the  contract  for  the  Louisiana  sugars  was 
made  about  when? 

Mr.  Hoover.  About  the  1st  of  October. 

The  Chairman.  The  1st  of  October? 

Mr.  Hoover.  Was  it  October  or  November?  About  the  end  of 
October,  I  am  told. 

The  Chairman.  The  end  of  October.  But  from  the  month  of 
August,  when  the  California  cane  sugare  began  to  come  in,  on 
through  September  and  October  and  up  to  about  the  15th  of  No- 
vember, the  policy  of  the  Food  Administration  was  to  sell  the  beet 
sugars  west  of  the  Alleghenies  and  at  a  somewhat  different  orice  than 
the  cane  sugars  would  be  bringing  east  of  the  Allegheny  Mountains? 

Mr.  Hoover.  That  was  our  hope,  that  we  could  maintain  that. 

The  Chairman.  So  that,  of  course,  you  did  not,  during  all  that 

Eeriod,  endeavor  to  secure  cars  or  anything  of  that  sort  to  orin^  the 
eet  sugar  east  of  the  Alleghenies,  because  you  wanted  to  keep  it  on 
the  other  side  of  the  Alleghenies? 

Mr.  Hoover.  I  do  not  know  precisely,  when  we  awakened  to  the  con- 
ditions in  the  northeastern  territory;  but  as  soon  as  we  awoke  to  the 
deficiencies  of  the  situation. 

The  Chairman.  Yes;  I  understand  that;  but  I  have  understood 
vou  to  say  now,  very  emphatically  and  a  number  of  times,  that  you 
did  not  discover  that  there  was  going  to  be  a  shortage  in  Louisiana 
suffar  until  about  the  15th  of  November? 

Mr.  Hoover.  Somewhere  about  that. 

The  Chairman.  You  had  relied  on  the  Louisiana  sugar  to  come  in 
and  fill  the  eastern  market ;  that  your  policy  had  been  pursued  prior 
to  the  15th  day  of  November  to  not  have  any  of  the  beet  sugar  sent 
east  of  the  Allegheny  Mountains,  but  to  sell  it  west  of  the  AUegheny 
Mountains  at  a  different  price  than  would  be  paid  for  the  cane  sugars 
that  were  to  come  east  of  the  mountains.  Now,  that  being  the  case, 
it  certainly  follows,  does  it  not,  Mr.  Hoover,  that  when  you  were 
trying  to  keep  this  beet  sugar  west  of  the  Allegheny  Mountains  you 
were  not  arranging  for  cars  to  haul  it  east  of  the  Allegheny  Moun- 
tains? 

Mr.  Hoover.  No;  I  do  not  assume  that  any  one  would  be. 

The  Chairman.  Why,  of  course  not.  Now,  if  you  did  not  arrange 
for  any  cars  to  haul  it  east  of  the  Allegheny  Mountains,  you  did  not 
arrange  for  any  boats  to  haul  it  around  to  the  east  of  the  mountains, 
either? 

Mr.  Hoover.  Well,  you  could  not  have  got  boats  for  that. 

The  Chairman.  I  am  just  asking  whether  you  did  arrange  for 
them? 

Mr.  Hoover.  You  could  not  get  them. 

The  Chairman.  I  did  not  ask  you  that.    You  did  not  try  to  do  it? 

Mr.  Hoover.  Well 

The  Chairman.  Can  you  not  say  "Yes"  or  "No,"  whether  you 
tried  to  get  boats  to  haul  that  beet  sugar  from  the  West  around  east- 
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of  the  Allegheny  Mountains  ?    Did  you,  or  did  you  not  try  to  do  ity 
Mr.  Hoover? 

Mr.  Hoover.  We  had  not  the  boats. 

The  Chairma>\  I  am  not  talking  about  the  boats  now. 

Mr.  Hoover.  Wait  a  minute;  you  must  allow  one  to  make  a  com- 
plete answer. 

The  Chairman.  Yes;  but  I  want  a  response  to  my  question. 

Mr.  Hoover.  We  did  endeavor  repeateoly  to  get  Hawaiian  sugars 
which  were  already  on  the  Pacific  coast,  or  alternately  in  Hawaii, 
around  to  the  Atlantic,  but  there  were  no  boats. 

The  Chairman.  When  did  you  try  to  do  that? 

Mr.  Hoover.  I  do  not  remember  when  the  negotiations  began. 

The  Chairman.  Did  thejr  begin  before  the  15th  of  November? 

Mr.  Hoover.  Yes.    We  tried  long  before  that. 

The  Chairman.  Or  October  ? 

Mr.  Hoover.  I  do  not  remember  the  dates,  but  we  have  been  try- 
ing^ to  get  boats  to  get  that  sugar  around  for  a  long  time. 

The  Chairman.  Why  did  you  want  to  bring  those  Hawaiian  sugars 
clear  around  this  country,  clear  around  to  the  eastern  side  of  the 
country,  when  you  did  not  want  the  beet  sugars  to  come  over  to  the 
eastern  side  of  the  country  ? 

Mr.  Hoover.  If  the  Hawaiian  sugars  could  be  transported  by  sea, 
the  beet  sugar  have  got  to  come  by  rail,  and  with  the  congestion  that 
they  had  here,  we  have  done  our  best  to  help  the  whole  situation. 
The  beet  sugar  must  be  loaded  by  rail  in  any  event  and  taken  to 
a  port. 

Th  Chairman.  Was  there  not  a  greater  dearth,  right  at  that  time, 
of  bottoms  on  the  ocean  than  there  was  of  cars  on  land  ? 

Mr.  Hoover.  I  could  not  say  that. 

The  Chairman.  Has  not  that  been  true  ? 

Mr.  Hoover.  No,  sir. 

The  Chairman.  Has  it  not  been  true  that  for  more  than  a  year 
the  world  has  known  that  the  great  problem  was  to  get  releas^  as 
many  bottoms  as  possible? 

Mr.  Hoover.  Well,  Senator,  there  are  some  boats  and  some  cars. 
If  you  can  tell  me  which  is  the  most  difficult  to  get,  I  will  be  glad 
to  Know. 

The  Chairman.  You  have  given  your  reason,  and  you  gave  as  your 
reason  for  preferring  shipment  by  boat  rather  than  in  cars  that  you 
thought  it  would  produce  relief? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  when  I  ask  you  if  the  boats  were  not  more 
essential  than  the  cars,  you  say  there  are  some  cars  and  some  boats 
That  is  the  answer.  I  want  to  know  what  motive  or  what  reason 
there  was  for  a  desire  to  move  Hawaiian  sugars  around  east  of  the 
Allegheny  Mountains,  clear  from  the  Pacific  coast  around,  and  at  the 
same  time  a  policy  be  maintained  of  not  hauling  any  of  the  beei 
sugars  east  of  the  Allegheny  Mountains? 

Mr.  Hoover.  I  can  not  admit  your  premise.  In  the  first  instance, 
the  reason  for  bringing  sugar  around  to  the  east  was  that  the  short- 
Hge  there  was  made  acute.  That  is  the  prime  reason  for  all  move- 
ment. The  second  reason  is  that  100  beet-sugar  cars  were  started 
from  the  West  on  the  15th  of  November,  and  did  not  reach  the 
northeastern  territorv  until  the  middle  of  December. 
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The  Chairmax.  Well- 


Mr.  Hoover.  Now,  wait  a  minute. 

The  Chairman.  1  am  not  asking  about  the  15th  of  November. 
You  say  that  on  the  15th  of  November  you  tried  to  move  this  sugar. 
I  am  talking  about  the  time  prior  to  the  15th  of  November  when  you 
had  ruled  that  you  would  not  allow  any  beet  sugars  to  come  east 
of  the  mountains,  and  yet  at  that  same  period  you  were  trying  to  get 
Hawaiian  sugars  clear  from  the  California  coast  around  to  the  East, 
with  all  the  shortage  of  boats  that  existed.  Why  was  it  that  you 
wanted  the  Hawaiian  cane  sugars  in  the  East,  but  you  did  not  want 
the  beet  sugars  in  the  East  ? 

Mr.  Hoover.  We  did  want  them  in  the  East,  but  we  wanted  them 
in  the  areas  of  the  neatest  scarcity  at  all  times. 

The  Chairman.  You  just  said  that  you  did  not  want  them  there 
at  all.  You  tried  to  keep  them  west  of  the  mountains  until  the  15th 
day  of  November. 

Mr.  Hoover.  So  long  as  we  had  any  hope  of  relief  or  any  remedy. 

The  Chairman.  I  am  talking  about  that  period  of  hope  and 
buoyancy  and  expectancy  and  everything  else  you  want  to  put  into  it, 
prior  to  the  15th  day  of  November,  when  you  were  trying  to  keep 
an  embargo  pn  beet  sugar  reaching  east  of  the  Allegheny  Mountains, 
and  at  the  same  time  saying  you  were  trying  to  get  boats  to  haul 
Hawaiian  sugar  from  California — Hawaiian  can  sugars  from  Cali- 
fornia— around.    NoWj  why  was  that? 

Mr.  Hoover.  Well,  I  confess  I  do  not  understand  that  question. 

The  Chairman.  Very  well ;  I  have  tried  to  make  it  quite  plain. 

You  knew,  did  you  not,  that  there  was  a  large  amount  of  beet 
sugar  right  up  in  the  State  of  Michigan  that  was  there  before  the 
I5th  day  of  November  and  after  the  15th  day  of  November  1? 

Mr.  Hoover.  Bear  in  mind.  Senator,  that  there  had  been  a  scarcity 
of  sugar  west  of  the  AUeghenies  as  well  as  in  the  other  quarters  of 
the  country,  and  cars  were  all  being  used  to  supply  the  deficiency 
from  the  beet-sugar  factories  as  well. 

The  Chairman.  If  there  was  a  scarcity  of  sugar  west  of  the 
Allegheny  Mountains,  why  were  you  trying  to  get  boats  to  transport 
sugars  east  of  the  Allegheny  mountains  ? 

Mr.  Hoover.  Because  the  accessible  points  of  the  country  are  from 
the  beet  areas. 

The  Chairman.  The  beet  areas  were  in  California,  and  the 
Hawaiian  factory  was  in  California.  The  same  roads  run  to  the 
California  beet  district  that  run  to  the  factory,  and  the  same  roads 
run  to  the  factory  that  run  to  the  beet  district. 

Mr.  Hoover.  Bear  in  mind  that  the  job  of  haulage  from  the 
Pacific  coast  is  an  immensely  larger  job  than  that  of  the  haulage 
from  Michigan  and  Wisconsin. 

The  Chairman.  Then,  why  could  you  not  have  filled  up  the  coun- 
try west  from  there  and  let  some  of  the  sugar  from  the  Middle  West 
flow  from  over  into  the  East! 

Mr.  Hoover.  Of  course,  we  could  not  set  cars. 

The  Chairman.  Of  course,  you  could  not  get  cars  if  you  did  not 
start  trying  to  get  them  until  the  15th  of  November  when  the  trouble 
was  on. 
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Now,  you  did  want  to  maintain  a  difference  in  price,  you  say» 
between  cane  sugar  east  of  the  Allegheny  Mountains  and  beiet  sugar 
west.    Why  did  you  want  to  maintain  a  different  price  ? 

Mr.  Hoover.  Would  you  want  the  consimier  of  the  interior  of  the 
coimtry  to  pay  more  just  simply  to  level  it  up  with  the  Atlantic  sea- 
board price  f 

The  Chairman.  Why,  you  have  said  that  you  wanted  to  maintain 
a  different  price. 

Mr.  Hoover.  Why,  certainly. 

The  Chairman.  Between  beet  sugar  west  of  the  Allegheny  Moun- 
tains and  cane  sugar  east  of  the  Allegheny  Mountains.  Did  you  want 
the  people  east  of  the  Allegheny  Mountains  to  pay  more  for  their 
sugar  than  the  people  west  simply  because  they  hved  in  that  sec- 
tion of  the  country  i 

Mr.  Hoover.  No  ;  the  question  of  the  price  of  sugar  on  the  Atlantic 
seaboard  was  a  problem  of  the  Cuban  sugar  at  the  price  at  which  it 
had  been  bought.    The  question  in  the  interior  of  the  country  was  to 

fet  it  to  the  consumer  for  the  least  possible  that  they  could  get  the 
eet  factories  to  sell  it  for. 

The  Chairman.  Why  were  not  the  people  of  New  England  entitled 
to  have  their  sugar  on  as  favorable  terms  as  the  people  just  west  of 
the  Allegheny  Mountains? 

Mr.  Hoover.  For  the  simple  reason 

The  Chairman.  Now,  why  not? 

Mr.  Hoover.  If  you  will  allow  me,  I  will  tell  you.  For  the  simple 
reason  that  the  Cuban  sugar  had  been  bought  at  a  higher  level  and 
was  in  possession  of  the  refiners  and  others  at  a  higher  level.  The 
whole  of  the  sugar  stocks  had  been  accumulated  at  a  higher  level. 
We  had  no  right  to  impose  a  loss  on  the  total  sugar  industry  just  to 
level  it  down  with  beets.    Furthermore,  in  order  to  give  the  Louisiana 

Purchaser  as  good  a  position  as  could  be  gotten,  we  gave  him  the  sea- 
oard  price  that  was  necessary  in  order  to  protect  his  production. 

The  Chairman.  Well,  now,  let  us  get  back.  How  much  Cuban 
sugar  had  these  refiners  loaded  themselves  up  witii  at  this  high 
price?    How  much  did  they  have  on  hand? 

Mr.  Hoo\"ER.  It  is  difficult  to  say,  Senator.  The  total  .stocks  of 
sugar  in  the  hands  of  the  country  before  the  beet  sugar  came  in» 
which  wore  established  on  the  Cuban  basis,  taking  all  of  the  stocks 
in  the  hands  of  the  refiner,  the  wholesaler,  and  the  retailer,  are 
estimated  at  somewhere  about  650.000  tons. 

The  Chairman.  Six  hundred  and  fifty  thousand  tons  that  was 
held  bv  the  refiners,  did  vou  mean? 

Mr.  Hoover.  Oh,  no;  it  was  held  by  the  whole  reticulation  sj^stem 
of  the  country. 

The  Cifairiman.  Now.  let  us  see.  These  refiners  had  acquired  these 
sugars  when? 

Mr.  Hoover.  They  had  acquired  them  during  the  year.  The  re- 
finers' stocks  were  comparatively  low,  and  the  wholesalers'  stocks. 

The  Chairman.  All  right.  The  refiners  had  gone  into  the  open 
market  and  had  bought  sugars  some  of  which  they  had  on  hand. 
That  is  correct? 

Mr.  Hoo\t:r.  Yes. 
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The  Chairman.  The  wholesalers  in  turn  had  gone  into  the  open 
market  and  bought  from  the  refiners  sugars  some  of  which  they 
had  on  hand? 

Mr.  Hoover.  Yes. 

The  Chahiman.  That  constituted  the  stocks  of  sugar  that  these 
gentlemen  all  together  had  bought  and  which  constituted  about 
650,000  tons  of  sugar? 

Mr.  Hoover.  For  the  whole  country;  yes. 

The  Chairman.  Ye,s.  Now,  what  proportion  of  that  was  in  the 
hands  of  the  refiners? 

Mr.  Hoover.  I  can  not  tell  you  at  the  moment.  I  can  find  out 
for  you. 

The  Chairman.  Could  you  approximate  it  at  the  moment? 

Mr.  Hoover.  No;  I  could  not. 

The  Chairman.  Could  you  get  it  from  Mr.  Kolph,  who  sits  back 
of  you? 

Mr.  Hoover.  No;  the  data  does  not  come  from  Mr.  Rolph.  It  comes 
from  the  Department  of  Agriculture. 

The  Chairman.  Now,  because  there  were  some  sugar  refiners  and 
because  there  were  some  wholesalers  who  had  gone  into  the  open 
market  and  bought  sugar  at  high  prices  you  proposed  to  deny  all 
the  people  east  of  the  Allegheny  Mountains  the  benefit  of  cheaper 
sugar  that  might  be  produced  in  the  beet-growing  district,  and  hence 
vou  sought  to  create  an  embargo  against  that  sugar  coming  to  the 
lEast,  and  you  wanted  to  maintam  a  difference  in  price  for  the  benefit 
of  these  people  who  had  gone  into  the  open  market  and  bought  sugar 
at  a  higher  price? 

Mr.  Hoover.  That  is  a  statement,  but  it  is  not  correct. 

The  Chairman.  Is  not  that  absolutely  what  you  have  sworn  to? 

Mr.  Hoover.  No,  sir.    You  do  not  add  the  whole  situation. 

The  Chairman.  You  may  just  add  anything  to  my  statement  that 
is  in  addition  to  it. 

Mr.  Hoover.  There  were  certain  Cuban  sugars  .still  being  bought 
at  6.90  and  being  brought  into  the  market,  and  there  was  Louisiana 
sugar  coming  into  the  market  at  this  price. 

The  Chairman.  Ah,  yes:  and  you  have  already  testified  that  that 
Cuban  sugar,  which  was  being  bought  at  6.90,  was  an  inconsequen- 
tial amount— so  inconsequential  that  the  stopping  of  Mr.  Spreckels 
and  others  from  buying  it  did  not  have  any  real  effect  upon  the 
sugar  situation. 

Mr.  Hoover.  About  60,000  tons. 

The  Chairman.  Then  are  we  to  understand  that  you  imposed  this 
tax  by  way  of  high  prices  for  sugar  upon  all  the  people  east  of  the 
Allegheny  Mountains  because  there  was  50,000  tons  of  sugar  left  in 
Cuba  that  you  wanted  to  maintain  the  price  on  ? 

Mr.  Hoover.  Add  to  that  the  200,000  tons  of  Louisiana  and  the 
stocks,  and  add  this,  Senator:  Can  you  conceive  any  right  and  jus- 
tice in  our  imposing  upon  a  whole  trade  the  sale  of  its  goods  at  a 
loss? 

The  Chairman.  I  am  not  going  to  stoj)  to  argue  that. 

Mr.  Hoover.  No  ;  I  do  not  think  you  will. 

The  Chairman.  You  want  to  add  the  200,000  tons  of  Louisiana 
sugar.  That  is  the  200,000  tons  of  sugar  that  Mr.  Babst  contracted 
for,  is  it  not  ? 
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Mr.  Hoover.  No  ;  Mr.  Babst  contracted  for  100,000  tons,  and  the 
other  sugars  have  come  up  the  Atlantic  seaboard  and  been  sold  at  that 
price. 

The  Chairman.  Mr.  Babst  contracted  for  100,000  tons,  and  got 
an  option  for  the  rest  of  that  sugar,  did  he  not? 

Mr.  Hoover.  No;  he  did  not. 

The  Chairman.  Very  well.  We  will  not  dispute  about  the  terms 
of  it.  That  is  the  200,000  tons  of  Louisiana  sugar — to  state  it  in  your 
language,  then — which  Mr.  Babst  had  contracted  for? 

Mr.  Hoover.  No;  he  did  not  contract  for  it.  The  200,000  tons 
is  the  production  of  Louisiana. 

The  Chairman.  Let  me  state  it  again.    I  had  not  finished. 

Mr.  Hoover.  More  than  that,  in  ract. 

The  Chairman.  Louisiana  produces  about  225,000  tons? 

Mr.  Hoover.  Yes,  sir. 

The  Chairman.  Mr.  Babst  got  a  contract  for  100,000  tons? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  that  is  the  sugar,  now,  the  price  of  whidi 
you  wanted  to  maintain  by  shutting  on  the  beet  sugar  and  keeping 
it  from  coming  east  of  the  Allegheny  Mountains? 

Mr.  Hoover.  We  wanted  to  maintain,  amongst  other  things,  a 
righteous  price,  a  proper  price  for  the  Louisiana  producer. 

The  Chairman.  Of  course  you  may  say  ** righteous  price"  and 
"proper  price,"  but  the  Louisiana  producer  sold  his  sugar  to  Mr. 
Babst,  did  he  not — contracted  it? 

Mr.  Hoover.  He  sold  actually,  I  believe,  29,000  tons. 

The  Chairman.  Oh^  wellj  but  he  contracted 

Mr.  Hoover.  May  I  continue  ? 

The  Chairman.  Oh,  certainly.  I  would  not  interrupt  your  sen- 
tence.   Pardon  me. 

Mr.  Hoover.  He  contracted  a  portion  of  it,  and  the  balance  of  it 
has  been  refined  by  the  planters  themselves  and  sold  in  that  market 
at  that  jprice. 

The  Chairman.  That  is  not  the  point  I  am  driving  at.  Mr.  Babst 
contracted  100,000  tons? 

Mr.  Hoover.  And  got  29,  I  believe. 

The  Chairman.  All  right.  He  expected  to  get  the  100,000  tons, 
did  he  not  ? 

Mr.  Hoover.  Yes. 

The  Chairman.  You  expected  him  to  get  it,  did  you  not  ? 

Mr.  Hoover.  We  hoped  ne  would  get  it. 

The  Chairman.  Yes,  sir;  and  so  you  maintained  a  price? 

Mr.  Hoo\t:r.  To  the  producer.    lilr.  Babst's  profit  was  fixed. 

The  Chairman.  Yes.  You  maintained  a  price  over  in  the  Atlantic 
seaboard  for  the  benefit  of  that  Louisiana  sugar  ? 

Mr.  Hoover.  For  the  Louisiana  producer. 

The  Chairman.  Yes — oh,  yes.  Now,  the  Louisiana  producer  had 
stipulated  a  price  in  his  contract  with  Mr.  Babst,  had  he  not  ? 

Mr.  Hoover.  He  had. 

The  Chairman.  And  if  he  had  delivered  that  sugar  to  Mr.  Babst, 
Mr.  Babst  would  have  had  to  pay  him  that  price,  would  he  not? 

Mr.  Hoover.  I  assume  he  would. 
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The  Chairman.  And  then,  if  the  sugar  went  down  on  the  market 
east  of  the  Allegheny  Mountains  Mr.  Babst  would  have  had  to  stand 
the  loss,  would  he  not? 

Mr.  Hoover.  I  assume  that  he  would. 

The  Chairman.  Why,  certainly  he  would.  So  that  when  you  shut 
out  the  beet  sugar  from  west  of  the  Allegheny  Mountains  in  order  to 
maintain  a  higher  price  for  cane  sugar  east  of  the  Allegheny  Moun- 
tains, and  Mr.  Babst  had  a  contract  for  100,000  tons  of  that  sugar, 
that  arrangement  was  calculated  to  get  Mr.  Babst  the  full  price  for 
his  sugar,  tne  full  Louisiana  price  plus  his  $1.30,  was  it  not* 

Mr.  Hoover.  Quite  so. 

The  Chairman.  And  to  guarantee  him  or  put  him  beyond  the  pos- 
sibility of  loss  ? 

Mr.  Hoo\'ER.  And  under  no  other  circumstances  would  Mr.  Babst 
have  taken  that  contract  and  paid  the  full  amount  to  the  Louisiana 
producers. 

The  Chairman.  Oh,  well,  we  will  come  to  that.  Now.  as  a  matter 
of  fact,  Mr.  Babst  got  a  contract  with  the  Louisiana  planter  which 
under  the  circumstances  was  so  disadvantageous  to  the  Louisiana 
planter  that  I  will  not  say  he  was  compelled  to  but  he  did  in  fact 
dispose  of  the  greater  part  of  his  crop  bv  direct  sales  made  by  him- 
self instead  of  sending  the  sugar  to  Mr.  Babst  to  be  refined? 

Mr.  Hoover.  The  difference.  Senator,  lies  in  the  fact  that  one  case 
was  the  sale  of  raw  sugar  and  the  other  case  the  sale  of  plantation 
refined. 

The  Chairman.  Very  well;  I  do  not  care  about  the  detail  of  it. 
You  have  said  that  he  contracted  to  give  to  Mr.  Babst  100,000  tons, 
and  that  he  only  gave  him  29,000,  in  round  numbers? 

Mr.  Hoover,  Yes. 

The  Chairman.  The  balance  of  it  he  disposed  of  otherwise,  did  he 
not?    Thatisri^ht? 

Mr.  Hoo^'ER.  Sir.  Babst?    No. 

The  Chairman.  No;  the  balance  of  it  the  planter  disposed  of 
otherwise? 

Mr.  Hoover.  Surely. 

The  Chairman.  Yes;  and  the  "otherwise"  was  that  some  of  his 
sugars  he  sold  raw,  some  of  his  sugars  he  had  refined  in  what  they 
call  plantation  refineries,  and  in  that  way  he  got  his  sugar  to  the 
market? 

Mr.  Hoover.  Yes ;  he  got  it  to  the  Atlantic  seaboard  market. 

The  Chairman.  He  got  it  to  the  Atlantic  seaboard  market,  did 
he  not? 

Senator  Vardaman.  For  my  own  information,  I  should  like  to 
know  how  the  Louisiana  planter  was  permitted  to  sell  his  sugar  from 
the  Louisiana  factory  when  Mr.  Babst  had  contracted  for  that  sugar? 

Mr.  Hoover.  It  was  no  contract;  it  was  simply  an  acceptance  of 
the  Sugar  Refining  Co.  that  they  would  take  sugar  at  that  price  if 
offered. 

Senator  Vardaman.  Oh,  yes.    It  was  no  sale? 

Mr.  Hoover.  It  was  no  sale. 

The  Chairman.  So  that  there  will  be  no  mistake  about  it,  now, 
there  were  men  up  here  that  claimed  to  represent  and  speak  in  a 
general  way  for  the  planters  to  fix  a  contract  for  their  sugar.    It 
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appears  that  they  did  not  have  full  authority  to  absolutely  make  the 
sugar  planter  down  there  deliver  his  su^ar;  but  it  was  expected  at 
the  time,  I  take  it,  that  the  sugar  would  be  delivered,  and,  indeed^ 
that  is  what  Mr.  Hoover  said.    Now,  I  want  to  get  at  this : 

The  planter  was  not  satisfied  with  the  price  stipulated,  and  he 
sold  otherwise,  and  you  say  that  the  sugar  he  sold  reached  the  At- 
lantic seaboard  ? 

Mr.  Hoover.  Surely. 

The  Chairman.  Do  you  mean  to  say  that  there  were  not  large 
amounts  of  that  sugar  that  never  reached  the  Atlantic  seaboard  at 
all,  but  that  went  up  through  the  interior  of  this  country? 

Mr.  Hoover.  He  would  be  foolish  if  he  sold  his  su^ar  at  the  beet 
price  through  the  interior  when  he  could  drift  up  this  way  and  get 
a  largerprice. 

The  CiiAiRMAN.  I  am  not  asking  whether  he  was  foolish  or  not 
I  am  asking  if  you  can  state  the  fact  that  the  Louisiana  planter  did 
not  market  a  large  part  of  his  sugar  at  other  points  than  the  At- 
lantic coast  ? 

Mr.  Hoover.  I  do  not  know  whether  he  has  marketed  it  in  the  beet 
territory  or  not.    I  should  not  imagine  that  he  has. 

The  Chairman.  You  do  not  know  ? 

Mr.  Hoover.  I  do  not  know.  Now,  let  me  add  one  thing  more  to 
this.  Senator,  to  make  this  clear  to  your  mind : 

After  we  had  agreed  with  the  beet-sugar  producers  as  to  a  maxi- 
mum that  they  were  going  to  charge  for  sugar,  we  asked  the  Loui- 
siana producers  if  they  would  agree  to  the  same  price,  so  as  to  make 
for  the  Atlantic  seaboard  at  once  with  the  arrival  of  Louisiana  sugars 
a  universal  price  for  the  country.  The  Louisiana  people  came  to  me 
and  showed  good  evidence  that  they  were  not  able  to  produce  their 
sugar  on  that  basis  and  sell  it,  and  it  was  therefore  necessary  to  de- 
vise some  method  by  which  they  could  get  their  sugar  into  the  market 
at  a  little  higher  rate  in  order  to  protect  that  industry;  and  that 
was  done. 

The  Chairman.  Yes.    Now  then,  let  me  go  on. 

Mr.  Hoover.  So  far  as  the  American  Sugar  Refining  Co.  was  con- 
cerned it  did  not  matter  one  atom  to  them.  They  were  buying  the 
sugar  from  the  Louisiana  producer  at  a  price  and  charging  1.30 
differential  for  it.  It  would  have  suited  the  American  Sugar  Re- 
fining Co.  to  have  had  the  price  lower  or  higher.  It  did  not  matter 
to  them  one  atom,  and  they  got  no  benefit  from  it.  It  was  solely  in 
protection  of  the  Louisiana  producer  that  that  price  was^made. 

The  Chairman.  Now  let  us  see  if  that  is  correct.  You  say  that 
Mr.  Babst  agreed  to  take  all  of  the  Louisiana  sugar — that  is,  100,000 
tons — at  a  fixed  price? 

Mr.  Hoover.  Yes.  {No^  he  did  not  agree  to  take  U  all — part  of  it 
at^  I  thimJc^  6. SB).* 

The  Chairman.  What  was  that  price? 

Mr.  Hoover.  I  think  it  is  6.35. 

The  Chairman.  Now,  manifestly,  if  he  did  not  get  6.35  for  that 
sugar  up  on  the  Atlantic  coast,  he  would  lose  money,  would  he  not! 

Senator  Jones.  I  think  it  appears  in  the  record  that  Mr.  Babst 
never  made  that  offer  until  the  price  of  the  sugar  on  the  Atlantic 
coast  was  fixed. 


*  Italicised  words  in  parentheses  show  changes  made  by  Mr.  Hooyer  after  the  heaiing. 
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The  Chairman.  I  do  not  think  it  is  necessary  to  make  that  sug- 
gestion, with  all  due  respect. 

Mr.  Hoover.  That  is  the  case.  The  American  Sugar  Refining 
Co.  did  not  ccnne  into  the  operation  until  the  whole  matter  was  settled 
out,  and  they  were  simply  m  it  as  a  refiner  for  a  toll. 

The  Chairman.  Exactly — exactly,  and  yet  not  exactly.  Now,  you 
say  that  Mr.  Babst  could  not  have  lost  any  money  if  the  price  of 
sugar  had  gone  down  along  the  Atlantic  coast? 

Mr.  Hoover.  No  ;  I  did  not  say  anything  of  the  kind.  I  said  that 
if  the  price  to  the  Louisiana  producers  nad  been  lower  it  would 
have  been  all  the  same  to  Mr.  J^abst  {for  in  a  famine  area  he  ctndd 
mU  at  any  price). ^ 

The  Chairman.  Oh.  I  understood  you  to  say  that  it  would  not 
have  made  any  difference  to  Mr.  Babst  if  the  price  of  sugar  had 
gone  down  on  the  Atlantic  coast.    I  misunderstood  you  about  that? 

Mr.  Hoover.  You  misunderstood  me. 

The  Chairman.  Very  well.  Mr.  Babst  did  make  the  contract  with 
the  Louisiana  sugar  dealers  at  what  date? 

Mr.  Hoover.  I  do  not  recollect  what  the  date  of  the  contract  was. 

(Mr.  McGinnis  made  a  whispered  suggestion  to  the  witness.) 

Mr.  Hoover.  It  was  October  26. 

The  Chairsian.  October  26.  Mr.  Babst  then  made  his  contract 
for  the  Louisiana  sugar  and  agreed  to  pay  a  fixed  price  on  Octo- 
ber 26? 

Mr.  Hoover.  Yes.    He  made  a  tender  for  the  sugar  technically. 

The  Chairman.  Well,  he  made  a  tender  which  was  of  such  a  nature 
as  that  if  it  had  been  accepted  he  would  have  had  to  take  the  sugar? 

Mr.  Hoover.  Yes. 

The  Chairman.  Yes ;  so  what  is  the  use  of  this  quibbling  about 
things  of  that  kind  ?  That  was  on  October  26.  You  did  up  to  the 
15th  of  November  undertake  to  maintain  the  difference  in  price  be- 
tween beet  sugar  and  cane  sugar  in  the  Atlantic  States  ? 

Mr.  Hoover.  I  do  not  exactly  understand  {tmdertake  to  maintain 
if  that  is)*  what  you  mean. 

The  Chairman.  You  have  stated  that  up  to  the  15th  day  of  No- 
vember you  had  expected  to  get  your  sugar  for  the  Atlantic  States 
from  Cuba  or  from  Louisiana. 

Mr.  Hoover.  Yes. 

The  Chairman.  And  up  to  that  time  you  tried  to  maintain  the 
difference  in  price  between  beet  sugar  and  cane  sugar  on  the  Atlantic 
seaboard. 

Mr.  Hoover.  Yes  {to  keev  prices  down).* 

The  Chairman.  Now,  if  Mr.  Babst  purchased  100,000  tons  of  cane 
sugar  in  Louisiana  at  a  fixed  price  of  6.35  and  the  price  of  refined 
sugar  had  gone  down  in  the  Atlantic  States,  would  not  Mr.  Babst 
have  had  to  stand  that  loss? 

Mr.  Hoover.  He  surely  would  have. 

The  Chairman.  Therefore  when  you  imdertook  to  maintain  that 
difference  of  price  between  beet  sugar  and  cane  sugar  in  the  Atlantic 
States  it  would  necessarily  inure  to  the  benefit  of  Mr.  Babst,  for  his 
contract  was  already  made  on  the  26th  day  of  October  ? 

*  Italicised  words  in  parentheses  show  changes  made  by  Mr.  Hoover  after  the  hearing. 
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Mr.  Hoover.  I  do  not  think  you  comprehend  the  whole  situation, 
Senator. 

The  Chairman.  Well,  perhaps  not.  I  just,  some  way  or  other, 
can  not  get  my  mind  broad  enough  to  cover  all  these  things  and  see 
them  all  at  once ;  but  I  am  doing  the  best  I  can. 

Mr.  Hoo\nBR.  If  the  Cuban  price  was  not  being  maintained  {through 
shortage  of  sugar)*  in  the  Atlantic  States,  Mr.  Babst  would  never 
have  been  able  to  have  taken  that  contract  from  the  Louisiana  pro- 
ducer at  the  price. 

The  Chairman.  If  the  Cuban  price  had  gone  down,  he  could  not 
have  paid  the  Louisiana  planter  as  much  ? 

Mr.  Hoover.  He  would  not  have  undertaken  a  contract. 

The  Chairman.  Very  well.  Now,  did  you  keep  up  the  price  of 
Cuban  sugar  by  vour  manipulation,  or  did  you  bring  aown  the  price 
of  Cuban  sugar? 

Mr.  Hoover.  We  had  brought  the  price  of  Cuban  sugar  down  to 
6.90  at — I  forget  the  date ;  I  think  the  1st  of  October.  {The  shortage 
kept  it  up.)* 

The  Chairman.  Were  you  maintaining  it,  now,  at  that  point? 

Mr.  Hoover.  Now? 

The  Chairman.  Were  you  then  maintaining  it  at  that  point  ? 

Mr.  Hoover.  No  ;  we  were  not  maintaining  the  price  anywhere. 

The  Chairman.  Was  there  any  danger  of  its  going  down? 

Mr.  Hoover.  I  do  not  know  that  there  was,  in  the  face  of  a  general 
scarcity. 

The  Chairman.  Then  why  did  you  just  interject  that  in  here  a 
minute  ago  about  Cuban  sugar,  when  you  now  say  it  has  nothing 
whatever  to  do  with  it;  that  it  would  not  have  gone  down  anyhow! 

Mr.  Hoover.  I  do  not  quite  know  what  you  mean.  Senator. 

The  Chairman.  Well,  your  previous  answer  is  in  the  record,  and 
my  question  is  plain  enough.  Very  well.  Were  you  present  when 
the  nc^tiations  went  on  l^tween  Mr.  Babst  and  the  representatives 
of  the  Liouisiana  planters? 

Mr.  Hoover.  No;  I  do  not  think  that  any  of  our  people  were  pres- 
ent. The  price  question  for  Louisiana  was  debated  out  with  the 
Louisiana  people,  and  they  subsequently  went  and  made  a  contract 
with  Mr.  Babst. 

The  Chairman.  The  Louisiana  people  came  here  to  Washington, 
and  do  you  say  that  the  question  of  price  was  not  discussed  by  you 
or  your  representatives  with  them? 

Mr.  Hoover.  Mr.  Babst  came  here  at  their  request  and  made  the 
statement  to  them  that  if  they  could  agree  with  the  Food  Administra- 
tion on  a  fair  price  he  would  take  a  contract. 

The  Chairman.  Very  well.  Now,  did  the  Food  Administration 
agree  with  the  Louisiana  planters  on  a  fair  price? 

Mr.  Hoover.  We  did. 

The  Chairman.  Was  Mr.  Babst  present  at  any  time  during  those 
discussions  of  price? 

Mr.  Hoover.  He  came  in  on  one  occasion,  I  believe,  and  made  that 
statement  to  them,  because  the  Louisiana  producer  was  in  this  posi- 
tion— that  he  had  to  sell  his  sugar  after  a  price  had  been  made,  and 
he  wanted  some  assurance  that  he  would  be  able  to  sell  it;  and  after 
having  given  that  assurance,  Mr.  Babst  went  out. 
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The  Chairman.  Why  coiild  he  not  sell  it  before  a  price  had  been 
made?  What  was  the  reason?  Now,  there  was  a  reason.  What  was 
the  reason  ? 

Mr.  Hoover.  The  whole  situation  here  is  broadly  this — ^that  we 
were  endeavoring  to  protect  the  American  consumer  and  keep  the 
price  from  going  to  16  or  20  cents  by  getting  a  voluntary  arrange- 
ment with  the  Louisiana  producer. 

The  Chairman.  By  getting  a  voluntary  arrangement  with  the 
Louisiana  producer?  Was  that  the  way  you  were  trying  to  regulate 
his  price  ? 

Mr.  Hoover.  Why,  surely. 

The  Chairman.  By  getting  him  to  make  a  voluntary  arrange- 
ment? 

Mr.  Hoover.  Why,  surely ;  it  was  wholly  a  voluntary  arrangement. 

The  Chairman.  Well,  of  course.  We  are  going  to  have  that  "  vol- 
untary "  business  over  again,  I  guess,  after  you  have  said  here  this 
morning  that  you  had  power  to  compel,  and  that  you  had  compelled. 

Mr.  Hoover.  I  did  not  say  that.  Senator. 

The  Chairman.  You  did  not  say  that  in  substance  and  effect? 

Mr.  Hoover.  No. 

The  Chairman.  Very  well.  We  will  not  discuss  it.  The  record 
will  just  have  to  talk  for  itself.  The  Louisiana  planters'  representa- 
tives did  come  to  the  city  of  Washington  ?    We  agree  on  that  ? 

Mr.  Hoover.  Yes,  sir. 

The  Chairman.  They  did  go  to  the  Food  Administration? 

Mr.  Hoover.  They  did. 

The  Chairman.  The.y  did  discuss  the  question  of  the  prices  that 
were  to  be  paid  for  Louisiana  sugar? 

Mr.  Hoover.  Yes,  sir. 

The  Chairman.  The  understanding  at  that  time  was  that  until 
ihey  agreed  upon  a  price  with  the  Food  Administration  they  could 
not  market  their  sugars? 

Mr.  Hoover.  They  were  marketing  their  sugars,  and  we  were  en- 
deavoring to  get  them  to  put  a  limit  on  the  price  that  they  were  going 
to  take  from  the  public. 

The  Chairman.  Let  us  see  if  they  were  marketing  their  sugars. 
You  had  already  gotten  together  all  of  the  sugar  refiners  of  the 
United  States,  had  you  not? 

Mr.  Hoover.  Mr.  Rolph  tells  me  that  they  had  not  started  grind- 
ing at  that  moment. 

The  Chairman.  I  thought  so,  and  I  thank  Mr.  Rolph  for  the 
correction.  They  had  not  started  grinding,  and  hence  they  had  not 
been  boosting  any  15-cent  sugar  or  anything  of  that  sort,  because 
they  did  not  nave  anything  to  sell.    That  is  tne  situation  ? 

Mr.  Hoover.  Well,  tKey  had  anticipations. 

The  Chairman.  Oh,  yes;  well,  let  us  not  get  anticipations  into 
this  thing  now,  please,  because  we  all  anticipate  many  things  that 
do  not  come  to  pass.  They  had  no  regular  market  for  their  sugar 
any  more,  did  th^t 

Mr.  Hoover,  Why,  certainly  they  had  a  market  for  their  sugar. 

The  Chairman.  Had  you  not  gotten  the  sugar  refiners  into  some 
contract  at  this  time? 

Mr.  Hoover.  Limiting  them  to  1.30. 
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The  Chairman.  Limiting  them  to  1.80? 

Mr.  Hoover.  For  refining  toll. 

The  Chairman.  What  was  the  limitation  upon  purchasing  sugar 
in  Cuba? 

Mr.  HooovER.  6.90. 

The  Chairbcan.  And  there  was  a  limitation  that  they  could  not 
purchase  at  all,  was  there  not? 

Mr.  Hoover.  Well,  for  a  certain  period  they  were  allowed  to  pur- 
chase, and  then  the  purchases  were  taken  over  by  the  committee. 

The  Chairman.  The  purchases  were  taken  over  at  the  time  we  are 
speakins  of,  were  they  not?    They  had  been  taken  over  before  that? 

Mr.  Hoover.  I  should  think  some  time  in  November. 

The  Chairman.  The  ri^ht  to  purchase  had  been  taken  away  from 
the  refiners  prior  to  the  visit  of  the  Louisiana  representatives  to  this 
town,  had  it  not? 

(At  this  point  Mr.  McGinnis  made  a  whispered  suggestion  to  the 
witness.) 

Mr.  Hoover  (to  Mr.  McGinnis).  I  do  not  understand  you. 

The  Chairman.  I  can  tell  you  what  he  meant.  He  meant  to  say 
that  the  contract  did  not  cover  domestic  sugars. 

Mr.  Hoover.  Yes:  well 

The  Chairman.  And  I  was  coming  to  that;  but  the  arrangement 
had  already  been  made  between  the  sugar  refiners  at  the  time  the 
Louisiana  planters  were  here  by  their  representatives  that  the  re- 
finers would  not  any  more  purchase  sugars  outside  of  the  United 
States  ? 

Mr.  HoovEK.  Except  through  the  committee.  Of  course  sugar 
was  purchased  for  all  the  refiners. 

The  Chairman.  Except  through  the  international  committee? 

Mr.  Hoover.  Surelv. 

The  Chairman.  That  is  right.  So  that  the  Cuban  planter,  when 
he  came  here  to  this  city  or  to  this  country  only  had  one  place  where 
he  could  sell  his  sugars,  and  that  was  the  international  committee; 
that  was  the  situation  ? 

Mr,  Hoover.  Oh,  no,  no,  no.  The  international  committee  had 
nothing  to  do  with  domestic  sugars  at  all. 

The  Chairman.  I  said  "  the  Cuban  planter."  You  did  not  catch 
my  question.  The  Cuban  dealer  coming  here  would  only  find  one 
buyer,  and  that  was  the' international  committee? 

Mr.  Hoover.  Yes. 

The  Chairman.  That  was  true,  now,  at  the  time  I  am  speaking  of. 
when  the  Louisiana  planters  sent  their  representatives  to  Wash- 
ington ? 

Mr.  Hoover.  I  do  not  know  the  precise  date.     It  may  be. 

The  Chairman.  Well,  now,  asK  your  assistant  there.  That  is 
true,  is  it  not? 

(Mr.  McGinnis  nodded  affirmatively.) 

The  Chairman.  The  gentleman  I  spoke  to  is  Mr.  McGinnis,  one 
of  the  attorneys  here  representing  the  Food  Administration.  The 
refiners  had  also  agreed  that  they  would  not  purchase  any  siiflrar  at 
any  price  until  the  Food  Commission  had  stipulated  the  price? 

Mr.  Hoover.  No:  they  had  not. 

The  Chairman.  Was  there  not  any  arrangement  of  that  kind? 

Mr.  Hoover.  It  did  not  apply  to  domestic  sugar. 
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The  Chairbian.  No;  but  was  there  not  an  arrangement  at  this 
time  that  prohibited  the  refiner  from  buying  the  domestic  sugars 
until  the  food  control  or  the  international  conmiittee  or  the  Amer- 
ican members  of  it  had  fixed  a  price? 

Mr.  Hoover.  No;  it  did  not  apply  to  domestic  sugar.  The  only 
restriction  on  the  refiner  was  that  he  was  to  charge  1.80  only  for 
refining. 

The  Chairman.  Let  us  see.  You  had  at  this  time  gotten  the  beet- 
sugar  men  in  and  gotten  an  agreement  out  of  them,  had  you  not  ? 

Mr.  Hoover.  Yes. 

The  Chairman.  You  had  taken  over  the  right  of  the  refiners  to 
purchase  any  sugars  outside  of  the  United  States? 

Mr.  Hoover.  Except  collectively. 

The  Chairman  Except  that  they  purchase  them  not  collectively 
but  through  the  international  committee? 

Mr.  Hoover.  Yes ;  whose  purchases  were  on  behalf  of  the  refiners. 

The  Chairman.  That  is  all  right.  They  were  to  purchase  them 
and  the  refiners  could  only  get  them  through  that  committee? 

Mr.  Hoover.  Yes. 

The  Chairman.  Will  you  tell  us  why  it  was,  when  you  had  fixed 
the  price  on  all  sugars,  why  it  was  when  you  had  taKen  possession 
of  tne  supply,  outside  of  continental  United  States,  there  was  no 
regulation  or  arrangement  of  any  kind  made  about  the  Louisiana 
cane  sugars? 

Mr.  Hoover.  No. 

The  Chairman.  I  am  asking  you  why  that  was? 

Mr.  Hoover.  We  appealed  to  the  Louisiana  producers  and  asked 
them  if  they  would  accept  a  price  equal  to  the  oeet  price,  and,  as  I 
have  explained  to  you,  they  came  here  and  advocated  a  higher  price, 
and  we  had  to  give  them  a  higher  price,  I  think  properly,  in  order 
to  protect  their  industry,  and  in  order  to  do  so  had  to  protect  them  in 
a  special  market  to  sell  that  sugar;  otherwise  we  would  have  lifted  the 
beet  price. 

The  Chairman.  As  a  matter  of  fact,  you  did  not  have  the  sugar 
planters  here.  There  were  a  few  men  here  who  came  and  who  under- 
took to  speak  for  some  of  them. 

Mr.  Hoover.  They  were  the  planters*  association. 

The  Chairman.  I  want  to  get  at  this:  Do  you  want  to  tell  us 
now  that  any  independent  refiner,  prior  to  the  time  that  you  had  this 
arrangement  with  the  Louisiana  planters,  was  at  full  liberty  to  go 
and  buy  those  Louisiana  sugars  at  any  price  that  he  saw  fit  to  pay? 

Mr.  Hoover.  Why,  sure. 

The  Chairman.  Who  was? 

Mr.  Hoover.  We  were  in  communication  with  the  producers  all  of 
the  time  asking  them  to  settle  the  matter  with  us  first. 

The  Chairman.  You  were  in  communication  with  the  producers 
asking  them  to  settle  the  matter  with  you  as  to  price  before  they 
would  do  business  with  any  refiner? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  they  acceded  to  that,  did  they? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  you  expected  them  to  accede  to  that? 

Mr.  Hoover.  They  are  very  patriotic;  they  want  to  protect  the 
consumer. 
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The  Chaihman.  You  expected  them  to  accede  to  that? 

Mr.  Hoover.  Yes. 

The  Chairman.  Up  to  that  time  you  did  not  regard  the  other 
refiners  as  at  liberty  to  go  and  buy  the  sugars,  did  you? 

Mr.  Hoover.  I  do  not  know  that  it  ever  occurred  to  me  one  way 
or  the  other. 

The  Chairman.  You  knew  they  would  not  dare  do  it  ? 

Mr.  Hoover.  No. 

The  Chairman.  You  had  them  licensed  ? 

Mr.  Hoover.  Their  license  applies  only  to  their  refining  tolls. 

The  Chairman.  Their  license  applies  to  their  whole  business. 

Mr.  Hoover.  They  may  have  opened  up  negotiations  with  the 
Louisiana  producers  if  they  liked. 

The  Chairman.  Would  you  have  expected  them  to  do  it;  would 
you  have  tolerated  it  ?  Don't  you  know  that  you  brought  a  condition 
and  intended  to  bring  about  a  condition  which  you  say  you  intended 
for  the  purpose  of  protecting  the  Louisiana  planters,  and  that  that 
condition  was  that  they  were  not  to  sell  their  sugars  until  you  had 
agreed  upon  a  price  with  them? 

Mr.  Hoover.  We  had  not  made  it  a  condition;  we  had  simply  made 
a  request  of  them  that  they  should  open  the  matter  with  us  first. 

The  Chairman.  You  expected  that  request  to  be  followed? 

Mr.  Hoover.  I  did,  because  I  expected  that  they  are ^ 

The  Chairman.  You  expected  the  refiners  to  fall  in  line  with 
that,  did  you  not? 

Mr.  Hoover.  I  expect  everybody  in  this  country  to  fall  in  with 
plans  for  national  good. 

The  Chairman.  You  expected  the  refiners  to  fall  in  with  that 
plan,  did  you  not? 

Mr.  Hoover.    I  surely  did. 

The  Chairman.  Andf  obey  that  idea.  Now,  outside  of  that,  they 
were  at  liberty  to  go  and  buy,  but  if  they  did  go  £^nd  buy  they  would 
have  run  counter  to  this  beneficent  plan  that  you  had  for  the  pur- 
pose of  regulating  the  price  of  that  sugar.  That  being  the  case,  will 
you  tell  us  why  you  did  not  see  to  it  when  the  price  was  fixed  that 
all  of  the  refiners  of  the  country  should  have  the  same  chance  to  ac- 
quire those  Louisiana  sugars? 

Mr.  Hoover.  The  question  of  the  point  at  which  the  Louisiana 
planter  sells  his  sugar  was  absolutely  immaterial  to  us. 

The  Chairman.  Oh,  but 

Mr.  Hoover.  Wait  one  moment.  Let  me  finish.  A  statement  was 
made  by  us,  I  think  by  Mr.  Eolph  and  by  myself,  to  the  Louisiana 
committee,  that  all  the  refiners  would  want  sugar  from  them,  and 
that  we  took  no  interest  in  where  they  sold  their  sugar,  except  that 
we  wanted  it  properly  distributed  and  we  wanted  to  agree  with 
them  on  a  price. 

The  Chairman.  Do  you  say  that  that  statement  was  made  to  these 
Louisiana  people? 

Mr.  Hoover.  I  think  I  can  produce  to  you  the  record  of  the  meet- 
ing and  show  you  where  that  statement  was  made. 

The  Chairman.  Did  you  think  that  the  other  refiners  would  have 
a  chance  to  buy  these  sugars,  outside  of  Mr.  Babst? 

Mr.  Hoover.  Why,  surely.  There  are  other  refiners  who  bought 
them.    Mr.  Babst  was  only  contracting  for  half  of  the  sugar. 
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The  Chairman.  You  say  he  was  only  contracting  for  half.  He  was 
optioning  the  rest ;  and  were  you  present  at  the  meeting  at  which  Mr. 
Babst  made  his  speech  and  said  that  he  was  virtuously  going  to  with- 
draw because  they  were  going  to  fix  the  price  for  sugars,  and  he  was 
about  to  be  a  purchaser,  and  he  did  not  want  to  be  in  the  meeting 
when  they  fixed  the  price?     Of  course,  that  is  not  his  language. 

Mr.  Hoover.  I  was  not. 

The  Chairman.  You  did  not  hear  that  speech  ? 

Mr.  Hoover.  No,  sir. 

The  Chairman.  Didn't  you  know  that  conditions  were  being 
created  by  which  Mr.  Babst  was  going  to  get  a  chance  to  buy  that 
sugar  before  anybody  else  knew  that  a  price  had  been  fixed? 

Mr.  Hoover.  The  liouisiana  producers  had  asked  Mr.  Babst  to  come 
here. 

The  Chairman.  I  did  not  ask  you  that. 

Mr.  Hoover.  I  assumed  that  they  were  going  to  sell  him  some 
sugar,  and  that  was  my  sole  interest  in  the  matter. 

The  Chairman.  And  you  did  not  undertake,  in  the  interest  of  all 
fairness  among  those  various  refiners^  to  hold  up  any  dealings  until 
they  could  all  come  in  and  make  their  proposition  to  the  Louisiana 
planter? 

Mr.  Hoover.  No.  I  was  not  interested  in  dividing  that  sugar 
around  about ;  but  one  thing  is  desirable  to  bear  in  mind — ^that  if  Mr. 
Babst  bought  all  of  the  Louisiana  sugar,  Mr.  Babst's  proportion  of 
Cuban  sugar  would  be  reduced  by  that  amount. 

The  Chairman.  Is  there  anythmg  in  the  contract  that  says  that? 

Mr.  Babst.  There  is  not,  but  there  is  in  the  distribution  of  sugars 
by  the  committee.    It  lies  in  the  distribution. 

The  Chairman.  Is  not  this  the  first  time  that  that  thought  has  even 
occurred  to  you? 

Mr.  Hoover.  No,  sir. 

The  Chairman.  Is  it  not  a  fact  that  there  is  not  a  line  of  that  kind 
in  the  contract? 

Mr.  Hoover.  Mr.  Bolph  tells  me  that  it  is  in  the  contract. 

The  Chairman.  Let  us  see  it. 

Senator  Jones.  I  think  it  is  in  the  contract.  At  any  rate,  it  was 
stated  by  Mr.  Babst  when  he  was  on  the  stand,  and  he  referred  to  the 
clause  in  the  contract  which  he  thought  carried  that  restriction,  and 
he  distinctly  stated  that  it  would  have  applied  on  his  distributive 
share  from  the  international  committee. 

Mr.  Hoover.  Yes ;  in  fact,  the  contract  sets  it  all  out. 

The  Chairman.  When  was  it  that  the  contract  was  made  witb  the 
Louisiana  dealers? 

Mr.  McGiNNis.  October  26. 

Mr.  Hoover.  This  contract  is  dated  October  1. 

The  Chairman.  The  contract  that  you  made,  dated  October  1, 
does  not  provide,  does  it,  that  in  the  distribution  of  sugars  to  the 
different  refiners  there  should  be  taken  into  account  those  sugars 
which  should  thereafter  be  contracted  for? 

Mr.  Hoover.  Yes ;  it  does. 

Senator  Jones.  Yes ;  it  does  at  the  bottom  of  the  paragraph. 

The  Chairman  (reading) : 

That  In  apportioning  said  sugar  to  any  refiner,  as  provided  in  paragraph  4» 
the  American  Refiners'  Committee  shall  take  into  consideration  any  written  con- 
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tracts  now  in  effect  inacle  by  the  refiner  for  th«  purchase  of  foreign  or  domestic 
raw  sugars  for  delivery  after  the  date  of  tills  agreement,  and  also  any  contracts 
which  refiner  may  hereinafter  mnko  for  domestic  raw  sugars  which  are  not 
imported  Into  the  United  States  or  any  purchases  of  same. 

I  had  not  read  that  far  down.  That  is  correct.  Was  there  any 
advantage  to  be  gained  there  by  anybody  in  obtaining  these  Louisiana 
sugars  ? 

Mr.  Hoover.  I  do  not  know.  There  might  have  been  some  advan- 
tage of  being  able  to  supply  one's  customers,  or  something  of  that 
kind.    There  was  no  other  special  advantage. 

The  Chairman.  That  advantage  of  being  able  to  supply  one  s  cus- 
tomers is  a  tremendous  advantage  to  institutions  that  have  built  up 
an  enormous  trade  and  a  good  will,  is  it  not? 

Mr.  Hoover.  Why,  Senator,  there  was  nothing  to  prohibit  any  other 
refiner  coming  into  this,  and  you  seem  to  assume  all  the  time  that  we 
made  the  contract  between  the  Louisiana  producer  and  the  American 
Sugar  Refining  Co.,  which  is  not  the  case,  nor  did  we  have  any  hand 
in  it. 

The  Chairman.  I  do  not  assume  that,  but  I  do  assume  that  you  did 
have  a  hand  in  it,  a  very  decided  hand  in  it,  in  this  way,  that  you  had 
created  a  condition  by  which  no  refiner  felt  at  liberty  to  buy  and 
contract  for  a  pound  of  Louisiana  sugar  until  you  had  fixed  the  price. 

Mr.  Hoover.  And  every  refiner 

The  Chairman.  And  that  then  you  fixed  a  price,  with  Mr.  Babst 
substantially  in  the  room. 

Mr.  Hoover.  That  is  not  the  case. 

The  Chairman.  And  allowed  him  to  contract  for  fully  one-half  of 
the  Louisiana  sugar,  and  allowed  that  to  be  done  without  giving  any 
notice 

Mr.  Hoover.  That  is  not  a  correct  statement. 

The  Chairman.  To  the  other  refiners,  so  that  they  could  come  in 
after  the  price  had  been  fixed  and  have  a  chance  to  bid  against  Mr. 
Babst. 

Mr.  Hoover.  That  is  not  a  correct  statement. 

Senator  Jones.  I  think  I  ought  to  make  a  statement  here  in  order 
that  those  who  may  read  the  record  along  this  line  of  examination 
may  not  be  misled.  I  desire  to  call  attention  to  the  testimony  of  Mr. 
Babst  in  which  he  stated  that  no  contract  was  made  on  the  26th  day 
of  October,  and  that  he  produced  for  the  benefit  of  the  record  the 
papers  which  Were  issued  by  him  at  that  time,  that  no  contract  was 
made  here  in  Washington  for  any  100,000  tons  of  sugar  or  any 
other  amount ;  that  he  issued  a  circular  which  went  out  to  the  plant- 
ers of  Louisiana  which  merely  offered  to  purchase  sugar  at  the  price 
named,  and  that  the  contracts  were  not  consummated  until  the 
planters  themselves  accepted  the  offer  fixing  the  amount  of  sugar, 
and  those  acceptances,  according  to  the  testimony  of  Mr.  Babst,  were 
not  received  until  some  days  later,  and  for  a  much  less  amount  of 
sugar  than  100,000  tons. 

The  Chairman.  All  of  that  to  what  point?  Nobody  has  said 
here  or  undertaken  to  say  that  Mr.  Babst  did  anything  but  make  a 
proposition  which  was  accepted  and  agreed  upon  by  the  representa- 
tives of  the  Louisiana  planters;  that  it  was  not  in  set  terms  an 
absolute  contract,  but  was  of  such  a  nature,  as  Mr.  Hoover  has  testi- 
fied, that  it  became  immediately  binding  upon  Mr.  Babst  so  that  he 
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had  to  accept  any  sugars  tendered  to  him  up  to  100,000  tons  at 
prices  named,  and  in  tnat  sense  it  was  a  contract  and  was  an  option. 
Technically,  the  Louisiana  planter  could  withdraw  from  it  as  an  in- 
dividual, and  as  a  matter  of  fact  the  record  shows  that  they  deliv- 
ered only  29,000  tons,  in  round  numbers. 

Senator  Ix>i>g£.  I  think  it  was  26,000  that  Mr.  Babst  testified  to. 

The  Chairman.  Twenty-six  thousand  tons  or  29,000  tons;  and  I 
hope  Senator  Jones  does  not  mean  to  say  that  I  have  referred  to 
something  that  is  not  here. 

Senator  Jones.  I  interpreted  it  otherwise. 

The  Chairman.  You  have  not  been  listening  to  what  has  occurred. 

Senator  Jones.  From  your  questions  I  inferred  that  you  were  as- 
suming an  absolute  contract  was  entered  into  for  100,000  tons  of 
sugar  at  that  time,  and  that  he  took  an  option  on  the  balance. 

The  Chahiman.  We  have  been  over  all  of  that.  Perhaps  you  were 
out  of  the  room  at  the  time.  The  whole  detail  had  been* put  in  here; 
and  nqw  we  might  as  well  understand  this,  that  this  is  just  as  near 
a  contract  as  can  be  made  for  the  crop  of  sugar,  and  is  always  ap- 
proved and  the  regular  method  of  making  it, 

Mr.  Hoover.  I  think  you  omitted  one  or  two  considerations.  One 
of  them  is  that  the  contract  was  not  made  until  after  all  of  the  con- 
feren<?es  with  the  su^ar  planters  were  consummated ;  that  any  refiner 
in  the  country  could  nave  sent  the  same  circular  and  invited  the  same 
business  the  American  Sugar  Refining  Co.  did,  and  other  refiners 
have  bought  Louisiana  sugars ;  that  Louisiana  sugars  were  offered  to 
other  refiners,  even  to  Mr.  Spreckels ;  and,  further  than  that,  that  the 
problem  of  selling  Louisiana  sugars  to  refiners  was  all  undermined 
oy  the  ability  to  sell  brown  sugar  in  this  market  at  the  same  price. 

The  Chairman.  I  understand  that  undermined  it.  That  always 
happens  when  you  undertake  to  do  a  thing  and  go  against  a  natural 
law,  when  you  fix  a  price  that  is  not  satisfactory,  and  the  fellow 
finds  a  market  for  hitnself .  That  has  been  true  in  every  one  of  these 
cases,  but  now  you  say  that  the  other  sugar  refiners  had  as  good  a 
chance  as  Mr.  Babst,  and  you  say  that  in  view  of  the  fact  that  Mr. 
Babst  retired  from  the  room  when  you  were  discussing  the  question 
of  prices  and  retired  because  it  was  understood  that  he  was  going  to 
get  the  contract,  and  his  virtuous  soul  would  not  allow  him  to  be  in 
there  at  a  time  when  they  were  fixing  a  price,  and  that  he  left,  so 
that  everything  would  be  free  and  open,  and  immediately  these  gen- 
tlemen, having  agreed  on  a  price  with  you,  retired  to  Mr.  Babst's 
room  to  do  something — and  now,  what  did  he  do? 

Mr.  Hoover.  I  do  not  say  anything  of  the  kind. 

The  Chairman.  Did  they  not  agree  then  and  there  with  Mr.  Babst 
that  he  was  to  have  100,000  tons  of  this  sugar  if  it  could  be  gotten 
for  him  ? 

Mr.  Hoover.  I  did  not  say  anything  of  the  kind.  What  I  do  say 
is  that  the  Louisiana  producers  themselves  went  and  opened  up  nego- 
tiations for  their  market,  and  you  can  get  Judge  Milling  here,  who 
is  the  chairman,  any  time  you  like.  They  have  for  years  dealt  with 
the  American  Sugar  Refining  Co.,  had  contracts  for  sugar,  and  it 
was  a  normal  thing  for  them  to  do. 

The  Chairman.  Then,  you  did  intend  to  get  Mr.  Babst  the  con- 
tract.   That  is  the  fact  about  it,  isn't  it? 

Mr.  HoovKR.  I  did  not.    I  had  no  interest  in  the  matter  at  all. 
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The  Chairman.  They  intended  to. 

Mr.  Hoover.  They  intended  to,  and  they  had  a  right  to. 

The  Chairman.  Then  let  us  settle  the  question  between  you  and 
Senator  Jones  here.  You  say  they  did  intend  to  give  the  contract  to 
Mr.  Babst.  You  say  they  had  always  intended  to  give  him  the  con- 
tract, and  yet  the  position  taken  on  the  other  hand  is  that  they  did 
not  contract  at  all.  What  were  they  doing — contracting  or  not  con- 
tracting— doing  something  or  nothing? 

Mr.  Hoover.  I  do  not  think  even  Senator  Jones  has  intimated  that 
they  did  not  enter  into  some  kind  of  an  obligation. 

The  Chairman.  Of  course  they  did,  and  that  obligation  we  have 
referred  to  as  a  contract. 

Mr.  Hoover.  The  point  the  Senator  makes  is  that  there  was  ample 
time  for  any  other  refiner 

The  Chairman.  Afterwards? 

Mr.  Hoover.  No  ;  at  the  same  time. 

The  Chairman.  At  the  same  time?  Do  you  say  that  the  other 
refiners  knew  that  that  day  in  your  office  this  price  was  fixed,  was 
being  agreed  upon,  and  that  they  knew  that  in  time  to  have  gotten  in 
communication  with  the  representatives  of  these  planters  before  the 
planters  stepped  right  across  into  Mr.  Babst's  room  and  made  the 
contract? 

Mr.  Hoover.  Four  days  elapsed,  as  I  recollect  it,  between 

The  Chairman.  Why,  Mr.  Hoover 

Mr.  Hoover.  Wait  a  minute.  Let  me  finish — four  days  elapsed 
between  the  discussion  as  to  the  price  and  the  ultimate  settlement,  with 
the  proposed  arran<2fement 

The  Chairman.  Did  you  hear  Mr.  Babst's  testimony? 

Mr.  Hoover.  Let  me  finish. 

The  Chairman.  That  the  agreement  was  made  within  two  or  three 
hours? 

Mr.  Hoover.  After  the  conferences  were  completed  with  us  and 
during  those  conferences  a  notice  was  sent  to  the  press  by  the  Louisi- 
ana people  themselves ;  they  told  the  press  they  were  here  and  were 
contracting  for  their  sugar,  and  as  far  as  that  is  concerned  the  whole 
of  the  sugar  world  knew  it. 

The  Chairman.  Did  not  Mr.  Babst  get  his  contract  within  60 
minutes  after  the  agrement  had  been  made  between  you  and  the 
planters  ? 

Mr.  Hoover.  We  were  three  days  in  discussing  with  the  planters. 

The  Chairman.  Did  he  not  get  his  option  or  contract,  or  whatever 
you  call  it,  within  60  minutes? 

Mr.  Hoover.  We  were  over  three  days  in  consultation  with  the 
planters. 

The  Chairman.  Did  he  not  get  his  contract  or  his  option,  or  what- 
ever you  call  it,  within  60  minutes  after  you  had  agreed  on  the  price 
with  the  planters? 

Mr.  HoovTER.  That  I  do  not  know,  because  I  do  not  know  anything 
about  his  negotiations  with  the  planters. 

The  Chairman.  That  was  done  on  the  same  day,  and  Mr.  Babst 
so  testified. 

Mr.  Hoover.  It  does  not  interest  me  at  all,  and  it  does  not  interest 
the  Food  Administration. 
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The  Chairman.  You  do  not  think  it  is  a  matter  of  interest  to  the 
Food  Administration  if  they  sat  all  of  the  morning  engaged  in  a 
^eat  contest  over  buying  and  selling  and  then  entered  into  negotia- 
tions that  affected  millions  of  dollars  worth  of  sugar,  whether  those 
men  who  were  withholding  their  purchases  in  obedience  to  the  orders 
of  the  Food  Administration  should  be  given  a  chance  to  enter  the 
market? 

Mr.  Hoover.  There  was  no  withholding  of  orders.  That  is  not 
a  correct  statement  to  start  with,  and,  secondly  and  more  important, 
T  do  not  pretend  to  say  that  I  have  a  right  to  say  who  shall  and  who 
shall  not  buy  or  sell  Louisiana  sugar. 

The  CH^niMAN.  You  do  think  you  have  a  right  to  say  who  shall 
buy  wheat  and  who  shall  sell  flour. 

Mr.  Hoover.  The  Government  can  buy  wheat  and  flour. 

The  Chairman.  The  Government  has  not  handled  one  sack  of  flour 
out  of  a  hundred,  has  it? 

Mr.  Hoover.  No,  sir. 

The  Chairman.  Why  do  you  say  that  the  Government  is  handling 
flour  ?  You  know  that  the  flour  business  is  being  handled  by  dealers 
in  flour,  that  what  the  Government  has  done  has  been  a  very  small 
thing  in  connection  with  the  whole  of  the  business.  But  I  do  not  care 
to  go  into  that  again.  We  have  been  in  the  flour  bin  this  morning, 
and  we  might  as  well  let  that  go.  I  simply  want  to  know  if  you 
think  it  was  no  part  of  your  duty  as  a  matter  of  fair  dealing  to  have 
seen  that  the  other  reflners  got  a  chance  at  this  Louisiana  sugar? 

Mr.  HooMSR.  Mr.  Rolph  made  the  statement  on  my  behalf  to  these 
Louisiana  producers  that  they  should  consider  the  position  of  all  of 
the  refiners,  and  I  made  the  recommendation  to  them.  We  had  no 
authority  in  the  matter.  It  was  simply  a  matter  of  recommendation 
and  advice.    That  is  on  record  in  our  ofiice. 

The  Chairman.  You  keep  saying  that  you  have  no  power  except 
the  matter  of  recommendation,  lou  have  the  power,  if  you  saw 
fit  to  use  it,  to  cut  them  off  from  the  chance  to  have  their  sugars 
refined  anywhere  by  any  of  these  refiners,  do  you  not? 

Mr.  Hoover.  No,  sir. 

The  Chairman.  You  had  gotten  the  refiners  into  a  room  and  had 
made  them  agree  that  they  would  get  their  sugars,  except  domestic 
sugars,  through  you.  Do  you  have  any  doubt  about  the  fact  that  you 
would  have  been  able  to  have  them  agree  that  they  would  not  refine 
any  sugars  that  they  did  not  get  under  your  regulations?  I  am 
talking  now  about  the  power. 

Mr.  Hoover.  We  did  not  do  it. 

The  Chairman.  Do  you  mean  to  say  that  the  Louisiana  planters 
came  uj)  here  with  the  understanding  that  they  had  a  free  and  open 
market  in  which  to  sell  their  sugars  i 

Mr.  Hoover.  Surely. 

The  Chairman.  And  that  they  were  under  no  species  of  com- 
pulsion or  coercion  of  any  kind  ? 

Mr.  Hoover.  The  only  compulsion  that  they  were  under  was  an 
appeal  to  their  patriotism  not  to  allow  the  price  of  sugars  to  get  to 
an  unprecedented  height  as  against  the  American  consumer. 

The  Chairman.  And  as  a  matter  of  fact  you  had  the  situation  so 
well  in  hand  at  that  time  that  you  could  deny  them  practically  any 
market  except  the  market  they  got  privately.    Is  not  that  true? 
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Mr.  Hoover.  Whether  we  had  or  not- 


The  Chairman.  Is  not  that  true,  that  you  had  that  situation  in 
hand? 

Mr.  Hoover.  We  did  not  have  such  a  situation  in  hand,  and  we 
have  never  tried  to  make  such  a  situation. 

The  Chairman.  Very  well.  The  committee  will  take  a  recess 
here  until  2.30  o'clock  p.  m. 

(Accordingly,  at  1  o'clock  and  15  minutes  p.  m.,  the  committee 
stood  in  recess  until  2  o'clock  and  80  minutes  p.  m. ) 

afternoon  session. 

The  subcommittee  met,  pursuant  to  the  taking  of  the  recess,  at  2.30 
o'clock  p.  m.. 

TESTIMONY  OF  HEBBEST  HOOVEBr— Besnmed. 

The  Chairman.  Just  one  matter  I  want  to  return  to  for  a  moment 
The  price  that  you  had  fixed  for  beet  sugar  was  7.25, 1  believe? 

Mr.  Hoover.  That  was  the  agreed  maximum. 

The  Chairman.  The  maximum,  yes.  The  price  that  was  paid  to 
the  Louisiana  planter  was  6.35. 

Mr.  Hoover.  For  raw ;  yes. 

The  Chairman.  For  raws.  And  if  that  sugar  was  sold  in  the  Nev 
York  market  at  7.25,  the  same  price  as  the  beet  sugar  after  having 
been  refined,  it  would  leave  only  90  cents  to  the  refiner  for  refining 
it  and  for  the  freights? 

Mr.  Hoover.  Yes ;  something  like  that. 

The  Chairman.  You  spoke  about  not  allowing  the  purchase  of 
the  Cuban  sugar  by  the  refiners  because  they  would  run  the  price 
up,  and  if  they  had  run  the  price  up  on  the  Cuban,  would  that  nave 
affected  the  price  of  can  sugars  in  the  Atlantic  States? 

Mr.  Hoover.  Well,  the  request  that  we  made  of  them  not  to  pay 
over  6.90  was  made,  I  think,  before  we  fixed  the  negotiations  with  the 
best  people. 

The  Chairman.  Well,  but  regardless  of  that,  if  they  had  raised  the 
price  of  cane  sugar  from  Cuba  it  would  have  raised  the  price  of 
cane  sugars  in  the  Atlantic  States? 

Mr.  Hoover.  •  Yes. 

The  Chairman.  Well,  you  wanted  to  keep  the  price  of  cane  sugars 
up  m  the  Atlantic  States  above  the  price  of  beet  sugars,  and  you 
wanted  to  keep  the  beet  sugars  up  to  keep  them  from  depressing  the 
price  in  the  Atlantic  States  ? 

Mr.  Hoover.  We  did  not  want  to  keep  the  price  of  sugar  up  at  all 
but  we  wanted  to  protect  the  Louisiana  purchaser. 

The  Chairman.  That  is  right;  the  Louisiana  purchaser.  Suppose 
you  had  not  protected  him,  what  would  he  have  done  about  the  priced 

Mr.  Hoover.  Supposing  we  had  made  no  agreement  with  him  dur- 
ing this  shortage  he  probably  would  have  sold  his  sugar  at  25  to  30 
cents  a  pound. 

The  Chairman.  So  that  you  were  protectinff  him  by  keeping  him 
from  selling  his  sugar  at  25  to  30  cents  a  pound.  Now,  in  one  breath 
you  say  you  wanted  to  protect  these  Louisiana  people  from  hard- 
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ship  and  in  the  next  breath  you  say  that  the  Louisiana  ])eople,  with- 
out your  protection,  would  have  gotten  2o  to  30  centj-  a  pound? 

Mr.  Hoover.  Yes;  but  you  have  missed  the  fact  that  it  was  also 
our  duty  to  protect  the  consumer. 

The  Chairman.  Yes;  but  how  can  you  claim  here  that  you  were 
in  the  business  of  protecting  the  Louisiana  planter  by  keeping  his 
price  up  in  one  breath,  and  in  the  next  breath  claim  that  if  you  had 
not  interfered  at  all  he  would  have  gotten  25  or  30  cents  a  pound  for 
his  sugar?    How  can  you  reconcile  those  contradictory  statements? 

Mr.  Hoover.  I  agree  with  you  they  are  contradictions  in  terms. 

The  Chairman,  There  is  a  contradiction  in  fact,  is  there  not? 

Mr.  Hoover.  The  Louisiana  sugar  planter  did  not  show  any  desire 
to  sell  his  sugar  at  an  exorbitant  price. 

The  Chairman.  If  he  did  not  show  a  desire  to  sell  his  sugar  at 
an  exorbitant  price  what  right  have  you  to  say  that  he  would  have 
exacted  25  or  30  cents  a  pound  ? 

Mr.  Hoover.  I  know  enough  of  the  business  there  to  know  their 
sugars  would  have  gone  up  to  25  or  30  cents  a  pound. 

The  Chairman.  Now,  you  are  guessing  at  that  just  like  we  can  all 
guess ;  but,  as  a  matter  of  fact,  I  want  to  Know.  You  say  if  there  had 
been  no  control  of  the  sugar  in  Louisiana  the  price  would  have  gone 
up  to  25  or  30  cents  a  pound  ? 

Mr.  Hoover.  I  agree  that  there  is  a  contradiction  in  that,  Senator. 

The  Chairman.  It  is  a  very  interesting  thing  to  have  that  contradic- 
tion straightened  out,  because  it  affects  the  sugar  tables  of  104,000,000 
people,  and  it  affects  the  value  of  a  crop  of  225,000  tons  of  Louisiana 
sugar  directly,  and  it  affects  all  our  beet  su^r  indirectly. 

Mr.  Hoover.  The  attitude  of  the  Louisiana  producer  is  that  he 
wants  a  fair  price  on  his  labor  and  his  capital. 

The  Chairman.  Is  that  all  he  wanted? 

Mr.  Hoover.  That  is  all  he  asked  for. 

The  Chairman.  And  vet  he  would  have  exacted  25  or  30  cents  a 
pound  from  the  people  of  the  country  ? 

Mr.  Hoover.  He  would  not  have  exacted  it,  I  do  not  think,  will- 
ingly ;  but  in  the  famine  situation 

The  Chairman.  Do  you  claim  that  you  put  down  the  price  of 
Louisiana  sugars  by  these  regulations,  and  thus  reduced  the  profits 
of  the  planter,  or  do  you  claim  that  you  put  up  the  price  to  the 
planter  and  thus  protected  him  ? 

Mr.  Hoover.  What  we  claim  is  that  we  arrived  at  a  fair  return, 
in  full  cooperation  with  the  planter  as  to  what  he  should  h^ve,  on 
his  normal  industry,  and  we  protected  the  consumer  at  the  same 
time. 

The  Chairman.  In  consultation  with  the  planter.  How  many 
sugar  planters  are  there  in  the  United  States?  Do  you  know,  ap- 
proximately ? 

Mr.  Hoover.  I  have  no  idea,  but  they  have  a  committee  in  Lou- 
isiana. 

The  Chairman.  Several  thousand,  are  there  not? 

Mr.  Hoover.  They  have  a  committee  in  Louisiana,  and  that  com- 
mittee came  to  us  speaking  for  the  planters  in  that  section. 

The  Chairman.  It  spoke  in  a  way,  and  in  a  loose  way;  but  as  a 
matter  of  fact  the  planter  was  not  satisfied  and  he  only  delivered 
about  25  per  cent  ox  the  sugar  that  had  been  contracted  ? 
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Mr.  Hoover.  Oh,  mind  you.  he  has  delivered  all  the  rest  of  his 
sugar. 

The  Chairman.  I  mean,  delivered  it  under  the  contract. 

Mr.  Hoover.  Well,  the  question  of  price  applied  to  his  brown 
sugars  as  well  as  to  his  raw  sugar  and  to  the  contract ;  and  he  was 
complied 

The  Chair3ian.  Exactly.    Now,  let  us  not  have  a  mistake  of  terms. 

Mr.  Hoover.  Wait  a  minute;  let  me  finish,  will  you? 

The  Chairman.  Yes. 

Mr.  Hoover.  He  sold  a  part  of  his  sugar  raw,  and  he  sold  the  great 
majority  of  it  as  plantation  refined,  and  his  plantation  clarified  sugar 
he  sold  at  about  the  refined  sugar  price. 

The  Chairman.  Under  it,  you  say  ? 

Mr.  Hoover.  Yes. 

The  Chairman.  Do  you  mean  in  compliance  with  it? 

Mr.  Hoover.  In  compliance  with  it. 

The  Chairman.  Do  you  mean  to  say,  now,  that  the  Louisiana  sugar 
planter,  having  the  chance  in  an  open  marKet  to  sell  his  sugar  at  15 
to  25  cents  a  pound,  and  having  refused  to  deliver  his  sugar  under  this 
contract  that  he  made  with  Mr.  Babst,  nevertheless  went  out  and  sold 
his  sugar  on  the  market  without  any  advance  beyond  the  price  that 
he  would  have  obtained  from  Mr.  Babst? 

Mr.  Hoover.  No;  the  plantation  clarified  sugar's  have  been  sold 
and  are  selling  throuffh  the  country  at  approximately  the  price  of 
refined  sugar,  so  that  ne  has  an  advantage  equal  to  a  portion  of  the 
refining  toll. 

The  Ctiairman.  Exactly;  he  raised  the  price  some.  Now,  when 
this  plantation  man  was  selling  that  sugar  throughout  this  country, 
selling  it  direct,  how  did  you  keep  him  from  exacting  this  15  or  25 
cents  which  you  say  his  cupidity  would  have  led  him  to  exact? 

Mr.  Hoover.  If  there  had  been  no  control  of  any  kind,  or  no  re- 
quest. It  is  a  voluntary  basis  by  which  he  has  undertaken  that  he  will 
not  sell  sugar  for  more,  and  I  am  confident  that  he  has  not. 

The  Chairman.  Do  you  mean  to  say  that  the  sugar  planter  of 
Louisiana  has  held  to  your  prices  ? 

Mr.  Hoover.  I  believe  he  has  held  to  them. 

The  Chairman.  As  a  matter  of  fact,  he  has  sold  his  sugar  all  over 
the  United  States  at  such  prices  as  he  could  get.  Is  not  that  the 
case? 

Mr.  Hoo\t5R.  No,  sir. 

The  Chairman.  And  do  you  not  know  that  that  is  the  case? 

Mr.  Hoover.  It  is  not  the  case,  and  it  is  my  confidehce  that  he  has 
stuck  to  the  arrangement. 

The  Chairman.  Yet  a  little  while  ago  it  was  stated  here  with  some 
emphasis  that  there  was  no  arrangement  with  the  Louisiana  planter 
at  all,  except  as  it  was  contained  in  this  proposition  of  Mr.  Babst's 
that  he  would  take  100,000  tons  if  delivered  to  him  at  a  certain  price. 

Mr.  Hoover.  I  do  not  know  where  that  statement  comes  from. 
The  arrangements  with  the  Louisiana  producer  cover  the  whole  of 
his  sugars. 

The  Chairman.  Then,  you  did  make  an  arrangement  with  this 
committee  as  t>o  a  price,  did  you  not? 

Mr.  Hoover.  Why,  surely,  as  to  a  maximum. 
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The  Chaibman.  And  then  they  made  a  contract  with  Mr.  Babst 
at  that  price? 

Mr.  IioovEK.  For  the  raw  sugars. 

The  CiiAiBMAN.  For  the  raw  sugars;  yes,  sir. 

Mr.  Hoover.  For  a  part  of  them. 

The  Chairman.  Now,  then,  did  you  make  an  arrangement  with 
these  Louisiana  planters  as  to  the  price  they  would  charge  for  their 
plantation  refined? 

Mr.  Hoover.  Surely. 

The  Chairman,  micre  is  that  contract? 

Mr.  Hoover.  I  will  have  to  get  you  the  details.  I  do  not  know 
that  it  is  in  the  form  of  a  contract. 

The  Chairman.  There  is  not  any  contract  in  existence,  is  there? 

Mr.  Hoover.  I  do  not  recollect  the  actual  form  it  took.  I  can 
find  it. 

The  Chairman.  As  a  matter  of  fact,  there  was  not  any  contract 
made  or  anything  purporting  to  be  a  contract  made  fixing  the  price 
of  the  plantation  refined  sugars.    Is  not  that  true? 

Mr.  Hoover.  *I  can  not  say  for  certain.  I  do  not  recollect  whether 
or  not  there  was  anything  in  the  shape  of  a  contract. 

The  Chairman.  Will  you  find  it  if  it  exists? 

Mr.  Hoover.  I  can  find  it,  but  I  want  to  add  this,  if  you  will  give 
me  the  opportunity — ^that  having  determined  with  this  committee 
what  was  a  fair  price  under  the  food  bill,  we  made  the  statement 
that  anything  charged  over  that  price  would  be  considered  an  ex- 
tortionate and  exorbitant  price. 

The  Chair^ian.  This  statement  of  what  would  be  considered  ex- 
tortionate would  not  have  amounted  to  anything  at  all  except  for 
the  law  which  defined  or  prohibited  speculation  and  hoarding, 
would  it? 

Mr.  Hoover.  Why,  the  strength  of  it  ai'ose  from  that  section  of  the 
bill,  obviously. 

The  Chairman.  Yes.  Would  you  undertake  to  say  that  those 
clauses  of  the  bill  applied  in  any  manner  to  the  sugar  planter  who 
refined  his  own  sugar? 

Mr.  Hoover  (after  examining  the  papers).  I  can  not  tell  you  that 
at  the  moment. 

The  Chair3ian.  As  a  matter  of  fact,  the  bill  in  express  terms  ex- 
cepts the  farmer,  does  it  not? 

Mr.  Hoover.  Yes;  but  when  the  sugar  passed  into  second  hands 
there  was  a  chance  there  to  do  something. 

The  Chairman.  It  applies  to  manufacturers  and  importers,  does  it 
not? 

Mr.  Hoo^ter.  Section  4  of  the  bill,  I  think  you  will  find  covdrs  all  of 
them. 

The  Chair3ian.  I  am  not  speaking  about  second  hand;  I  am 
speaking  about  the  plantation  refined  sugar. 

Mr.  Hoover.  But  1  say,  section  4  of  the  bill,  I  take  it,  applies  to 
everybody.    It  says  "to  exact  excessive  prices  for  any  necessaries." 

The  Chairman.  Let  me  see  if  I  can  not  call  your  attention  to  the 
language.    Let  me  have  a  copy  of  the  bill. 

Mr.  Hoover.  I  will  ask  you  to  read  the  last  two  lines  of  the  section. 

The  CnAiRaiAN.  Of  the  section,  you  say? 
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Mr.  Hoover.  Yes ;  section  4.    No ;  it  lies  in  the  first  portion  of  the 
section.    The  second  portion  applies  to  conspiracy. 
The  Chairman.  Exactly.    Now,  let  us  read  that: 

That  it  is  hereby  made  unlawful  for  any  person  willfully  to  destroy  any 
neces&snries  for  the  purpose  of  euhauclng  tUe  price  or  restricting  tbe  sapplj 
tliereof. 

Nobody  proposed  to  do  that;  did  they! 

Mr.  Hoover.  No. 

The  Chairman.  The  next  clause  is : 

Knowingly  to  commit  waste  or  willfully  to  permit  preTentable  deterionitioD 

That  would  not  apply  to  a  man  who  merely  had  some  sugar  and 
wanted  to  sell  it;  would  it? 
Mr.  Hoover.  No.    Let  us  get  on  down  in  the  bill. 
The  Chairman.  I  will  read  on  down  the  bill : 

Of  any  necessaries  in  or  in  connection  with  their  production,  manufacture, 
or  distribution;  to  hoard,  as  defined  In  section  6  of  tills  act,  any  necessaries; 
to  monopolize  or  attempt  to  monopolize,  either  locally  or  generally,  any  neces- 
saries ;  to  engage  in  any  discriminatory  and  unfair,  or  any  deceptive  or  waste- 
ful practice  or  device,  or  to  make  any  unjust  or  unreasonable  rate  or  clmrge. 
in  handling  or  dealing  in  or  witli  any  necessaries. 

Mr.  Hoover.  That  is  the  clause. 

The  Chairman.  That  is  the  clause  you  rely  on  ? 

Mr.  HoovKR.  Yes. 

The  Chairman.  Do  you  not  know  that  there  is  a  clause  that  ex- 
cepts the  farmers  from  even  that  general  language? 

Mr.  Hoover.  I  think  the  exceptions  are  to  special  sections  all 
througli  the  bill. 

The  Chairman.  Let  us  see  if  I  can  not  find  them  for  you.  The 
clause  that  I  read  to  you,  and  which  you  say  applies,  is: 

To  hoard,  as  defined  in  section  G  of  this  act,  any  necessaries;  to  monopolize 
or  attempt  to  monopolize,  either  locally  or  generally,  any  necessaries;  to  en- 
gage in  any  discriuilnntory  nnd  unfair,  or  any  receptive  or  wasteful  practice  or 
device,  or  to  make  any  unjust  or  unreasonable  rute  or  charge,  in  handilog  or 
dealing  in  or  with  any  necessaries. 

That  applies  .to  traders,  does  it  not?  That  does  not  apply  to 
farmers? 

Mr.  Hoover.  It  applies  to  these  special  people,  under  the  advice 
I  have  had. 

The  Chairman.  To  what  special  people — ^the  planter? 

Mr.  Hoover.  The  planter  is  not  only  a  planter,  but  he  is  a  manu- 
facturer of  sugar. 

The  Chairman.  That  is  to  say,  on  his  own  plantation  he  refines 
his  sugar? 

Mr.  H50VER.  Yes;  he  crushes  and  refines  for  himself  and  others, 
and  therefore  he  is  subject  to 

The  Chairman.  Yes;  and  sells  it? 

Mr.  Hoover.  Yes. 

The  Chairman.  And  is  therefore  subject  to  what? 

Mr.  Hoover.  He  is  therefore  subject  to  a  license  as  well  as  to  that 
section  of  the  bill. 

The  Chairman.  Do  you  say  that  a  farmer  refining  his  own  sugar 
is  subject  to  a  license?     Have  you  insisted  on  their  taking  out  license! 

Mr.  Hoover.  Yes.    He  is  a  manufacturer. 
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The  Chairman.  Have  you  insisted  on  their  taking  out  licenses? 
Mr.  Hoover.  Yes;  we  hnve  put  them  nil  under  regulation. 
The  Chairman.  Have  thev  taken  out  licenses? 
Mr.  Hoov2R.  Yes;  most  of  them,  I  believe. 

The  Chairman.  Now,  I  call  your  attention  to  this  language,  which 
applies  to  the  licensing : 

That  from  t'me  to  time,  whenc\'er  the  President  shall  And  It  essentia]  to 
license  the  Importation,  manufacture,  storage,  mining,  or  distribution  of  any 
necessaries — 

And  it  goes  on  and  gives  a  great  number  of  things,  and  then  says : 

Provided,  That  this  section  shall  not  apply  to  any  farmer,  gardener,  coopera- 
tive usHOciatlon  of  farmers  or  gardeners,  including  Tve-stock  farmers  or  other 
persons  with  respect  to  the  products  of  any  farm,  garden,  or  other  hind  ownetl, 
leased,  or  cultivated  by  him.  nor  to  any  retailer  with  respect  to  the  retail  busi- 
ness actually  conducted  by  him — 

And  so  forth. 

Mr.  Hoover.  My  advice  has  been  that  that  does  not  apply  to  the 
manufacturer  of  sugar. 

The  Chatrmax.  \  ou  have  had  some  bad  advice. 

Senator  Varoaman.  Mr.  Hoover,  did  I  imderstand  you  to  say  that 
you  have  licensed  these  men? 

Mr.  Hoover.  Yes. 

Senator  Vardamax.  They  arc  now  operating  under  license? 

Mr.  Hoover.  I  believe  most  of  them  are. 

Senator  Vardaman.  Are  you  sure  about  that? 

Mr.  Hoover.  I  will  have  to  look  it  up  to  get  you  exactly  how  many. 
There  are  a  good  number  of  them  (under  lease)  J* 

Senator  Vardabian.  My  information  is — it  may  be  incorrect — that 
they  have  not  been  licensed.  I  do  not  loiow,  however.  They  have 
been  licensed,  you  say? 

Mr.  Hoover.  Yes. 

Mr.  RoLPH.  Not  the  growers  of  the  cane,  but  the  men  who  have 
nulls. 

Senator  VARnAMAN.  Are  there  not  mills  there  that  are  owned  by  an 
association  of  the  cane  growers? 

Mr.  Hoover.  The  moment  they  take  cane  from  another  piece  of 
land  they  become  manuf  acturei-s. 

Senator  Vardaman.  This  law,  you  remember,  states  that  associa- 
tions of  farmers,  associations  of  truck  growers  and  fruit  growers,  and 
all  that,  shall  be  exempt  from  these  provisions.  Are  you  sure  that 
that  has  been  done,  Mr.  Eolph  ? 

Mr.  RoLPH.  I  am  sure  that  the  most  of  them  have  taken  out  licenses. 

Mr.  Hoover.  Most  of  the  cane  millers — cane  crushers. 

The  Chairmax.  I  call  your  attention  to  the  language,  so  that  we 
may  have  it  in  the  record*  In  addition  to  the  langiiageT which  I  have 
just  read — which  states  that  section  5  shall  not  apply  to  any  farmer, 
gardener,  or  other  person  with  respect  to  the  products  of  any  farm 
or  garden  or  other  land  owTied.  leased,  or  cultivated  by  him,  or  to  nnv 
retailer,  etc. — in  addition  to  that  language  we  come  to  section  6,  which 
appKes  to  the  hoarding  of  necessities,  etc.  Section  C  has  this  provi- 
sion: 

Provided^,  That  any  accumulating  or  withhoUlInjr  hy  any  farmer  or  pnrdeaer 
cooperative  association  of  farmers  or  gardeners,  Incliuling  1 1 ve-st(»ckf armors,  or 

*  Italicized  words  In  parentheses  show  changes  made  by  Mr.  Hoover  after  the  hearing. 
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any  other  person,  of  the  products  of  nny  fnnn.  fcnnlen,  or  other  land  owned, 
leased,  or  cultivnted  by  him  sliuU  not  be  deeuicd  to  bo  hoarding  witldn  the 
uienning  of  tlds  act. 

Then  again,  in  section  26,  which  applies  to  i>crsons  engaged  in  com- 
merce among  the  several  States,  or  with  foreign  nations,  or  with  or 
in  the  Territories,  who  shall  store,  acquire,  hokl,  or  destroy  or  make 
away  Avith  any  article  for  the  purpose  of  limiting  the  supply,  etc., 
and  provides  that  they  shall  be  punislied,  this  exemption  is  made: 

Prorhhd,  That  fanners  and  fruit  growers,  cooperative  nntl  other  exchanfres, 
or  societies  of  a  shnUar  cluu'ncter  shall  not  l>e  hiclndcd  within  the  pmvlsloiu 
of  this  section :  Vmvhlcd  further.  That  this  socMlon  shall  not  he  constrneil  to 
prohibit  the  holding  or  aecnnndatln^  of  any  such  article  hy  any  such  penaon 
in  a  quantity  not  iu  excess  of  the  reasonable  reiiuireiuents  of  liis  busiue&s  for  a 
reasonable  time —  •  * 

And  so  forth. 

Mr.  Hoover.  I  think  you  will  notice  that  wherever  it  was  desired 
to  make  that  exception  it  was  made,  and  it  was  not  made  to  section 
4  of  the  bill. 

The  CiiAiKMAN.  Exactly;  but  section  4  of  the  bill  refers  to  these 
matters  of  hoarding  and  theso  other  things,  and  then  dealers  are 
taken  up  in  the  other  sections,  and  the  exception  put  in;  but  we  will 
not  discuss  that. 

.  Mr.  Hoover.  We  will  not  discuss  that.  I  should  like  to  point  out 
one  other  thing  to  you,  and  that  is  that  the  moment  any  cane  grower 
beccmos  a  buyer  of  cane  he  is  a  manufacturer  and  becomes  subject  to 
a  license. 

The  Chairman.  And  you  then  assert  the  right  to  regulate  his 
price  ? 

Mr.  Hoover.  The  right  to  regulate  his  profits. 

The  Chairman.  And  you  regulate  his  profits  by  regulating  the 
price  at  which  he  shall  buy  and  tlie  price  at  which  he  shall  selli 

Mr.  Hoover.  There  is  no  intention  of  regulating  the  price  at  which 
he  buys  or  sells  except  in  another  sense.  If  he  charges  an  extortionate 
price  he  comes  under  other  clauses  of  the  biil. 

The  CiiAjRMAN.  So  that  this  bill,  which  undertook  to  exempt  from 
its  operations  the  farmer  as  to  the  prices  on  his  products,  ami  which 
you  said  had  nothing  to  do  with  price  fixing,  has  been  so  worked  out 
by  you  that  you  do  fix  the  price  on  the  farmer's  w  heat  and  on  the 
planter's  sugar,  and  Avhat  else  do  you  fix  the  price  on? 

Mr.  Hoover.  Of  course,  as  I  told  you  before,  I  do  not  admit  the 
price-fixing  theoiy  that  you  have  presented. 

The  CiiAiR^uAN*  No;  you  come  into  the  house  from  the  other  door, 
but  we  both  get  into  the  same  room. 

Mr.  Hoover.  We  take  the  bill  as  the  bill  reads,  and  the  attempt  of 
the  l)ill  in  our  view  is  to  prevent  extortionate  prices. 

The  Chairman.  That  mean  price  fixing,  does  it  not? 

Mr.  Hoover.  Well,  you  have  got  to  determine  what  a  price  is,  some- 
times, in  order  to  tell  what  extortion  consists  of.  .  ^ 

The- Chairman.  Yes;  certainly.  Extortion  consists  in  anything 
that  you  think  is  extortion.  You  decide  that  (juestion  yourself,  do 
you  not? 

Mr.  Hoo\'^R.  Well,  I  do  not  know  that  we  ever  have. 

The  Chairman.  You  decide  what  you  think  is  a  fair  price,  and 
anything  that  you  do  not  agree  to  as  a  fair  price  becomes  extortio^^  ? 
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Mr.  Hoover.  Allow  mc  to  continue.  I  would  hftve  to  have  legal 
tdvice  in  order  to  answer  that  question.  It  never  has  been  done. 
AVhcthcr  I  have  the  right  to  do  it  or  not  I  do  not  know.  Ail  oftheso 
prices  have  been  arrived  at  by  consultation  witli  the  people  concerned 
as  to  what  would  be  a  fair  price. 

The  Chairman.  All  of  them  have  been  purely  voluntary? 

Mr.  Hoover.  They  have  been  voluntary  agreements. 

Ilie  Chairman.  And  yet  you  have  testified,  in  answer  to  Senator 
Lodge,  that  these  voluntary  agreements  could  not  be  made  if  you 
did  not  have  the  power  to  force  their  making. 

Mr.  HoovTR.  The  remaining  5  per  cent;  95  per  cent  agree. 

The  Chairman.  Yes;  and  you  nave  admitted  here  this  morning  on 
several  occasions  that,  as  a  matter  of  fact,  these  people  were  in  such 
a  situation  that  they  could  be  compelled  to  do  your  bidding. 

Mr.  Hoover.  I  do  not  know  that  they  were.  I  do  not  know  that  the 
matter  ever  arose  in  discussion. 

The  Chairman.  One  of  the  first  questions  I  asked  you  this  morning 
was  whether  or  not  the  control  of  the  distribution  machinery  did  not 
control  prices,  and  you  said  it  did.   That  is  true,  is  it  not  ? 

Mr.  Hoover.  Yes:  that  is  true,  largely  (parti/dh/) .^ 

The  Chairman.  Now,  I  want  to  take  that  and  apply  it.  The  only 
market  for  Cuban  sugars  to-day  and  for  the  last  number  of  months 
has  been  the  allied  Governments  of  Europe  and  the  United  States — 
the  only  substantial,  real  market.    That  is  true,  is  it  not? 

Mr.  Hoover.  That  is  true. 

The  Chairman.  And  in  order  to  move  those  sugars  they  had  to 
have  boats,  and  the  only  boats  that  were  capable  of  moving  that  sugar 
crop  were  under  the  control  of  the  United  States  Government  or  of 
the  allied  Governments.  That  is  true,  is  it  not?  [A  pause.]  You 
nod  your  head,  and  the  reporter  does  not  get  it. 

Mr.  Hoover.  It  is  not  quite  true,  Senator.  There  are  certain  neutral 
boats. 

The  Chairman.  Well,  I  said  the  main  crop,  the  substantial  crop. 

Mr.  Hoover.  The  bulk  of  the  sugar  would  have  to  be  moved  under 
control. 

The  Chairman.  Yes.  The  American  sugar  market  for  the  raw 
Cuban  sugars  was  the  American  refiners? 

Mr.  Hoover.  Yes,  sir. 

The  Chairman.  So  that  when  you  had  the  American  refiners  in  an 
agreement  as  to  the  amount  they  would  pay  the  Cuban  planter  or 
producer  for  his  sugar,  that  fixed  the  American  market,  did  it  not? 

Mr.  Hoover.  We  agreed  to  buy  the  Cuban  sugar  mutually  between 
the  three  nations. 

The  Chairman.  Yes;  I  am  leaving  out  the  agreement.  I  say,  that 
would  fix  the  market?  The  conditions  I  have  named  would  fix  the 
market  for  America,  would  they  not? 

Mr.  Hoover.  It  would  fix  the  market  for  America,  but  it  would 
not  fix  the  market  as  long  as  the  allies  were  open. 

The  Chairman.  Very  well.  Now,  I  am  coming  to  that.  If  the 
allies  agreed  with  you  or  with  American  representatives  to  pay 
exactlv  the  same  price,  then  the  Cuban  market  would  be  fixed,  would 
it  not  f 

Mr.  Hoover.  Yes,  sir:  practioallv. 

*Ita]lcl2cd  word  In  parenlhcscs  show  chanj^es  made  by  &lr.  Iloovcr  after  tbc  hearing. 
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The  Chairman.  And  you  brought  that  about.  You  have  stoted 
many  times  that  that  would  fix  the  Cuban  market,  and  you  did  bring 
that  about,  did  you  not? 

Mr.  Hoover.  Yes;  we  did.  We  brought  it  about  in  close  accord 
with  the  Cuban  Government. 

The  Chairman.  Yes;  but  aside  from  the  Cuban  Oovemment,  if 
the  international  committee  had  existed,  as  it  did,  and  it  had  agreed 
upon  a  price  that  would  pay,  the  Cuban  would  have  had  to  take  that 
price,  would  he  not? 

Mr.  Hoover.  I  think  so. 

The  Chairman.  Yes. 

Mr.  Hoover.  On  the  other  hand,  I  do  not  think 

The  Chairman.  I  am  not  saying  whether  it  is  just  or  not.  I  am 
not  dealing  with  that. 

Mr.  Hoover.  Well,  we  were  not  for  doing  an  injustice.  Therefore 
we  took  the  Cubans  into  the  whole  discussion. 

The  Chairman.  Yes;  I  underatand  you  took  them  in.  Can  sugar 
be  produced  in  Cuba  cheaper  than  it  can  in  the  United  States? 

Mr.  Hoover.  Taking  it  by  and  large,  I  thmk  tluit  is  undoubtedly  a 
true  statement.  There  are  some  sugars  produced  in  the  United  States 
perhaps  cheaper  than  the  Cuban  sugar. 

The  Chairman.  Where  are  they* 

Mr.  Hoover.  Some  beet  sugars  are  produced  very  cheaply.  They 
were  before  the  war. 

The  Chairman.  Let  us  not  deal  with  an  isolated  case  out  of  mil- 
lions of  cases. 

Mr.  Hoover.  I  only  want  to  be  accurate.  Taking  it  by  and  large, 
the  statement  is  right. 

The  Chairman.  Taking  it  by  and  large,  Cuban  sugars  are  pro- 
duced cheaper  than  the  sugars  in  the  United  States? 

Mr.  Hoover.  For  which  reason  there  has  always  been  an  import 
duty  to  protect  the  American  producer. 

The  Chairman.  Exactly.  That  is  recognized.  You  fixed  the 
price  of  Cuban  sugars,  however,  at  a  point  higher  than  the  beet  sugar, 
did  you  not? 

Mr.  Hoover.  It  worked  out  finally  to  be  10  cents;  I  think  it  will 
come  out  about  10  cents  higher.  The  intention  was  to  work  it  out  on 
the  same  price  or  to  work  it  out  at  a  less  price,  if  possible. 

The  Chairman.  But  that  is  the  way  it  worked  out? 

Mr.  Hoover.  It  worked  out  about  10  cents  a  hundred  higher. 

The  Chair:\ian.  Can  you  tell  me  what  the  wholesale  price  of  granu- 
lated suffiir  is  in  Enghmd? 

Mr.  Hoover.  The  last  statement  I  have  seen  is  10  cents  a  pound. 

The  Chairman.  The  wholesjilc  price? 

]Mr.  Hoover.  No;  the  retail  price. 

The  Chairman.  The  retail  price,  of  course,  does  not  get  us  any- 
where, because — well,  what  is  the  retail  price  in  this  country?  About 
10  cents  a  pound,  is  it  not? 

Mr.  Hoover.  About  9^  cents  in  the  Atlantic  area. 

The  Chairman.  And  what  is  it  in  other  places? 

Mr.  Hoover.  Eight  and  a  half  for  Chicago  and  the  Mississippi 
Valley.    It  varies  with  the  locality. 

The  Chahiman.  I  think  it  is  aOout  12  when  you  go  to  buy  it,  but 
wo  will  not  argue  that.    Can  you  give  me  the  wholesale  price!    Be- 
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tail  prices  tell  us  nothing,  Mr.  Hoover — ^we  know  that —  because  they 
vary  so. 

Mr.  Hoover.  The  wholesale  price  up  until  the  new  contract  goes 
into  effect  with  Cuba  would  work  out  at — what  is  it — ^$8.15? 

Mr.  RoLPii.  $8.35. 

Mr.  Hoover,  $8.35. 

The  Chairman.  Here! 

Mr.  Hoover.  Yes. 

The  Chairman.  What  was  it  in  England! 

Mr.  Hoo^-ER.  I  do  not  know, 

Mr.  RoLPH.  In  the  West  it  was  $7.25  less  $2;  $8.18— $8.10  net 

The  Chairman.  No;  I  say,  what  is  the  English  price? 

Mr.  Hoover.  That  I  do  not  Icnow. 

The  Chairman.  In  studying  this  great  food  problem,  have  you  not 
done  anything  to  determine  what  the  English  prices  were? 

Mr.  Hoover.  The  English  prices  are  fixed  by  law,  and  the  maricet 
price  at  10  cents  is  sufficient  criterion  to  us.  We  know  that  the  nor- 
mal trade  differentials  take  place — ^the  retailer  and  the  wholosnlcr. 
Vou  will  find  that  the  English  wholesale  price  is  probably  about  a 
cent  lower.    That  is  the  normal  profit  of  the  retailer. 

The  Chairman.  Is  not  sugar  being  sold  to-day  at  wholesale  in 
England  at  less  than  it  is  being  sold  for  in  the  United  States? 

Mr.  Hoover.  Certainly  not  at  retail,  but  it  may  be  slightlv  less 
at  wholesale  (/  am  not  certah.  The  prices  may  he  sliffhtly  tcss)^ 
because  the  English  bought  a  large  amount  of  Cuban  raws  early  in 
the  year,  and  as  it  is  a  Government  matter,  they  have  probably  aver- 
aged the  price  over  the  entire  period. 

The  CiiAiR^iAN.  Did  the  Government  buy  those  sugars  itself,  for 
its  own  account,  and  then  distribute  them  oiit?  Is  that  the  way  they 
handled  it? 

Mr.  Hno\'ER.  Yes. 

The  Chairman.  Can  you  tell  me  what  flour  is  worth  in  England  ? 
One  of  your  assistants  handed  you  something.  Do  you  want  to  tell 
ns  what  it  was? 

Mr.  Hoover.  Here  is  a  table  showing  different  prices  for  191C,  but 
that  is  not  of  much  interest. 

The  Chairman.  No;  that  is  not  of  anv  interest  to  us  now.  Can 
yon  tell  me  what  the  prices  of  flour  are  in  England  ? 

Mr.  Hoover.  The  nour  price  is  a  subsidized  price  now.  The  Gov- 
ernment is  spending  money  to  make  a  reduced  price  of  flour. 

The  Chairman.  When  clid  they  begin  to  subsidize  that  price? 

Mr.  Hoover.  I  think  in  the  month  of  August — somewhere  there- 
abouts. 

The  Chairman.  They  had  subsidized  that  price  before  that,  had 
they  not? 

Mr.  Hoover.  I  would  not  be  sure  as  to  the  date. 

The  Chairman.  And  you  told  the  committee,  as  proof  of  the  fact 
that  the  American  people  were  being  badly  used,  that  there  was  a 
cheaper  price  of  flour  in  England  than  here,  but  you  neglected  to  say 
that  that  was  because  of  the  subsidization. 

Mr.  Hoover.  No,  sir;  I  did  not  say  anything  of  the  kind.  T  said 
the  price  of  flour  and  bread  at  that  time,  or  bread  in  particular,  was 

1  Italicised  words  In  parentheses  show  changes  made  by  Mr.  Hoover  after  the  hearing. 
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chenper  than  it  was  in  this  country.    That  was  before  the  subsidized 
price  came  in. 

The  Chairman.  At  that  very  time  was  net  the  English  Government 
delivering  flour  at  a  discount  below  the  world's  market? 

Mr.  Hoover.  The  prices  were  cheaper  there  than  they  were  here- 

The  Chairman.  \es;  and  it  was  nour  that  was  beinjsr  delivered  by 
the  Hritish  Government,  was  it  not,  that  they  had  bought  in  advance, 
just  like  you  say  they  have  now  bought  sugar  in  advance? 

Mr.  Hoover.  Yes  and  no.  Part  of  the  flour  was  Government  flour 
and  part  of  it  was  net.  In  any  event,  the  price  was  lower,  and  it  was 
not  subsidized  at  the  time.  The  Govei*nment  was  not  losing  money 
on  it. 

The  Chairman.  It  was  not  subsidized,  but  the  Government  was  los- 
ing money  on  it? 

Mr.  Hoover.  It  was  not. 

The  Chairman.  The  Government  had  bought  it  at  cheap  prices 
and  was  holding  it  and  selling  it? 

Mr.  Hoover,  les;  but  that  does  not  imply  that  the  Govermnent  lost 
money. 

The  Chairman.  Oh,  well,  that  is  true;  it  does  not;  but  it  is  a  very 
different  thing,  is  it  not,  from  the  fact  that  it  was  food  rejirulation 
that  was  doing  it,  when,  as  a  matter  of  fact,  it  was  the  English  Gov- 
ernment's money  that  hud  bought  cheap  wheat  and  made  it  into  flour 
and  was  selling  it  at  a  cheap  price? 

Mr.  Hoover.  It  was  cited  as  an  evidence  of  the  usefulness  of  food 
control,  and  it  was  a  control  measure  which  they  had  initiated  and 
carried  out  to  the  benefit  of  their  population. 

The  Chairman.  You  were  claiming,  however,  at  that  time  and  in 
that  connection  not  that  this  showed  the  advantages  of  food  control, 
but  you  were  saj'ing  that  the  specula toi^s  in  this  country  were  robbing 
us,  and  you  were  i)roving  that  the  speculators  in  this  country  were 
robbing  us  by  showing  that  the  price  of  flour  was  cheaper  in  England, 
but  you  did  net  tell  us  that  that  was  caused  by  the  English  Govern- 
ment having  bought  cheap  wheat  and  made  it  into  flour,  and  then 
having  held  it  and  put  it  on  the  market. 

Mr.  Hoover.  I  do  not  quite  understand  what  you  are  driving  at 

The  Chairman.  Perhaps  not. 

Mr.  Hoover.  Will  you  allow  me  to  make  this  one  statement?  Tlie 
English  Government  had  bought  wheat  during  the  year.  It  had 
averaged  the  price  of  its  wheat  (luring  the  year.  The  American  pub- 
lic was  buying  the  flour  on  the  basis  of  the  speculator's  profit.  The 
American  public  at  that  time,  as  I  recollect,  was  buying  flour  frr  $1G 
and  $17  a  barrel,  whereas  the  average  price  that  wheat  had  sold  for 
in  the  United  States  during  the  year  would  have  warranted  flour  to 
the  consumer  at  about  $0  a  barrel.  That  is  what  the  English  Gov- 
ernment had  performed  by  its  food  control,  you  see. 

The  Chairman.  You  have  told  that  a  good  many  times.  Is  not 
this  true,  that  Avhile  the  average  price  of  wheat  would  have  brouplit 
$0  flour,  and  while  the  British  Government  did  scl  at  approximately 
that  average  price,  and  while  it  is  true  that  the  price  of  flour  went 
almost  to  $1G  at  one  time,  that  the  average  price  of  flour  in  the  Unitetl 
States  for  last  year  was  less  than  the  English  price,  and  a  good  deal 
less  than  the  English  price,  speculator  or  no  speculator? 
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Mr.  Hoover.  It  may  have  been,  average  price ;  but  we  were  talking 
about  n  particular  occasion. 

The  Chairman.  We  were  talking,  as  you  have  just  now  been  talk- 
ing, about  the  average  price  of  English  flour,  and  you  talked  about 
the  average  price  of  English  flour,  and  then  you  want  to  contrast 
that  average  price  not  with  our  average  price,  but  with  a  price  that 
flour  wont  to  at  one  particular  occasion. 

Mr.  Hoover.  Yes,  it  went 

The  Chairman.  And  do  you  think  that  is  fair? 

Mr.  Hoover.  Yes;  it  went  to- 


The^  Chairaian.  And  over  here 

Af  r.  Hoover.  Oh,  let  me  finish. 

The  Chairman.  Certainlv. 

Mr.  Hoover.  AVe  were  talking  of  an  occasion  when  flour  by  specu- 
lation had  gone  to  $16  or  $17  a  barrel,  and  I  pointed  out  that  flour, 
by  virtue  of  English  food  control,  had  been  held  over  the  year  at  a 
proper  ratio  to  the  price  of  wheat,  whereas  the  American  consumer 
was  suffering  from  the  result  of  speculation. 

The  Chairman.  Did  you  tell  the  people  at  the  same  time  that  the 
English  Government  had  for  months  and  months  exacted  a  much 
liigher  price  from  the  English  public  than  oiir  people  were  obtaining 
in  the  open  market? 

Mr.  Hoover.  I  do  not  think  that  is  the  case. 

The  Chairman.  It  was  the  case,  for  I  looked  up  the  figures,  and  I 
put  them  into  the  Congressional  Kecord  a  dozen  times.  You  are 
speaking  about  speculation.  Since  we  have  gone  into  the  question 
of  speculation,  at  that  time  that  flour  reached  these  enormous  figures 
the  allied  governments  were  buying  in  our  market,  were  they  not? 

Mr.  Hoo^TiR.  They  liad  bought  l)ef ore.  'I  do  not  know  whether 
thev  were  buying  at  the  precise  moment. 

Tlie  Chairman.  They  bought  about  that  time  in  enormous  quan- 
tities. 

Mr.  Hoover.  Not  in  enormous  quantities. 

The  Chairman.  They  bought  millions  of  bushels  in  a  day  some- 
times, did  they  not? 

Mr.  Hoover.  As  I  recollect,  their  purchases  after  {and  ahouty 
March  in  this  country  were  (/  unaerstandy  some  25,000,000  or 
30,000,000  of  bushels  out  of  a  total  of  300,000,000  bushels  that  they 
used  (200fi00ft00  husheU)} 

The  Chairman.  But  80,000,000  bushels  in  the  month  of  March, 
at  the  fag  end  of  the  wheat  crop,  is  a  good  deal,  is  it  not? 

Mr.  Hoover.  I  could  not  say  that,T)ecause  there  was  considerable 
wheat  in  the  country. 

>  ItaUcIxed  words  In  pnren theses  show  changes  made  by  Mr.  Hoover  after  the  hearing. 
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Stiitlttirt  compiled  from  the  Price  Current  Orain  Reporter  tavcepted  by  Agri- 
fiilliiral  Department  as  an  accurate  foumal)  and  J/onfAf]/  Crof  Report  of 
Agricultural  Department. 
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Wholesale  price  of  wheat  flour  on  or  about  the  15th  of  the  month  at  Ncto  York 

and  London. 

ITalDni  fhixn  a  speedi  of  Senator  Reed  appearing  In  the  Congroaslonal  Record  of  Jane  25, 1917,  p.  4561.) 

[Per  t»rrel  of  100  poonds.] 


Yean  and  months. 

New  York— Spring 
paients. 

London— A  mcrican 
spring,  good. 

Low. 

nigh. 

Low. 

High. 

1916. 
May.. , 

16.25 

M.5A 

98.17 
7.83 
7.-32 
8.69 
9.20 
9.54 
10.50 
10.56 

10.56 
10.73 
10.73 
11.75 
12.  43 
12.43 

18.36 

June. 

5.75           A- 10 

8.00 

July 

5.95 
7.90 
8.25 
8.50 
9  70 
9.20 

9.75 
9.00 

6.20 
8.25 
8.60 
8.75 
9.95 
9.45 

10.00 
g.25 

7.40 

All(USt...-..r^... .T...T.-.T.r.T.r. ^.r.-... 

8.86 

September 

9.37 

October 

9.71 

November 

10.73 

I>eoember 

10.73 

1917. 

January. .•■*•■•■•■•«••■•••>■.•••.•■«•••••••••■«•••>•••.•■•.•••• 

10.81 

Pebnivy..... 

10  90 

Ifarrh... 

9.75  1        10.00 
11.25          11.50 
16.50  ,        16.75 
14.50          14.75 

10.90 

April 

11.92 

Ifay 

12.60 

June 

12.60 

NoTC.— The  prices  at  New  York  are  from  the  New  York  Journal  of  Commerce  and  prices  at  London  ore 
from  Mark  Lane  Express. 

A  Mtatement  showing  the  average  price  rcccircd  hg  farmers  of  the  United  States 
in  each  month  for  the  years  IDIO  to  1911,  incluMvc,  for  wticat,  com,  oats, 
barley,  and  rye* 

[Taken  from  a  speech  of  Senator  Watson  appcorbig  In  the  Congressional  Record  of  June  23, 1017,  p.  4483.] 


1917 

1 

1916 

1915 

1914 

,1913 

1912 

1911 

1910 

Wlieat: 

Jan. 1 

1.50.3 
164.8 
164.4 
l.<)0.0 
24.5.9 
948.5 

102  8 

1139 
102.9 
98.6 
102  5 
100  0 

ra.o 

107.1 
131.2 

i:t6.3 

l.f8.  4 
160.3 

62.1 

68.7 
682 
70  3 
723 
74.1 
7«4 
79.4 
83.6 
82.3 
&5  0 
88.9 

39.1 
44.6 
42  7 
42.0 
42.6 
421 
*».4 
40.1 
43.1 
44.5 
49.0 
624 

107.8 
129.9 
133  n 
131.7 
130.6 
131.5 

He.  8 

106.5 
95.0 
90  0 
93.1 
9L9 

66.2 
72.8 
7.V.I 
75.1 
77.7 
77.9 
77.7 
7?1.9 
77.3 
70.5 
61  9 
67.5 

45.0 
50.1 
621 
53.4 
58.4 
51.3 
46.7 
4.5.4 
38.5 
S4.5 
84.9 
36.1 

81.0 
81  ft 
83  1 
84.2 
83  9 
SA.l 
76.0 
76  5 
93  3 
93  5 
97.2 
08.  G 

69.6 
6R  3 

n«.i 

70.7 
72  1 
75.0 
75  5 
76.8 
81.5 
78  2 
1      70  0 
64.4 

39.1 
89.3 
3«.9 
39.5 
39.5 
40.0 
38.8 
36.7 
423 

4:^.3 

429 
43.8 

76.2 
79.9 
806 
79.1 
80.9 
82.7 
81.4 
77.1 
77.1 
77.9 
77.0 
79,9 

48.9 
50.6 
522 
53.7 
56.8 
60.6 
&3  2 

as.  4 

75.4 
7.5.3 
70.7 
69.1 

82  2 
32  4 
33.1 
33.1 
34.2 
C6.0 
37.7 
37.6 
39.3 
39  6 
37.9 
39.2 

88.0 
00.4 
90.7 
92.5 
99  7 
102  8 
99.0 
89.7 
8.5  8, 
83  4 
83  8 
76.0 

62  2 
64  G 
G6.G 
71.1 
79.4 
82.5 
81  1 
79.3 
77.6 
70.2 
68.4 
48.7 

45.1 
47.5 
49.8 
52  0 
66.0 
65.3 
525 
44.3 
?5.n 

33.6 
33.6 
3L9 

88.6 
89.8 
8.5  4 
83.8 
84  6 
86.3 
84.3 
82.7 
84. :» 
88.4 
91.5 
87.4 

18.2 
49. 0 
48  9 
49.7 
51.8 
5.5.1 
60  0 
65.8 
a5.9 
65  7 
64  7 
G1.8 

33.2 
33.1 
82  s 
32.3 
^6.2 
?4.7 
37.5 
4«'>.2 
40.4 
42.5 
43.8 
45.0 

103.4 

Feb.  1 

ia5.0 

Mar.  1 

VI'*.  I 

Apr.  1 

104.6 

May  1 

999 

Junel 

97.6 

julv  1 

95.3 

Ank.  1 

98.9 

Sept.  1 

95. 8 

Oct.  1 

93.7 

Nov.  1 

90.6 

Dec  1 

88.3 

Com: 

jftii.  1 

90.0 
05.8 
100.9 
113.4 
1.50  6 
160.1 

623 

Toh,  1 

6.5.3 

Mar.  1 

65.9 

Apr.  1 , 

65.5 

May  1 w 

63.5 

June  L 

6.5.3 

July  1 

66. 2 

Auk.  1.. 

67.2 

Sept.  I 

66.3 

Oct,  1 1 

61.1 

Nov.  1 1 

62  6 

Decl ' 

48. 0 

OaU: 

Jan.  1 

5L4 
55.2 
56.9 
61.5 
71.0 
69.9 

42.8 

Feb.  1 

45.0 

Mar.  I 

46.0 

Apr,  I 

45.6 

Marl 

43.3 

jime  1 

43.0 

July  1 

42 1 

Aue.  1 

41.7 

Sept.  1 

38.4 

Oct.  1 

86  2 

Nov.! 

34.9 

Dee.1 

34.4 
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A  statement  shotoing  the  average  price  received  hy  farmers  of  tM  United  States 
in  each  month  for  the  years  1910  to  1011,  inclusive,  for  wheat,  com,  oat^, 
barley,  and  n/c— Continued. 


Barley: 

Jan.  1 87.1 

Feb.  1 92.7 

Mar.  1 96.9 

.Vpr.  1 1-2.3 

May  1 121.1 

June  1 119.3 

July  1 

AUR.  1 

Sept.l 

Oct.  1 

Nov.  1 

Dec.  1 

Rye: 

Jan.  1 118.5 

Feb.  1 ,    123.5 

Mar.  1 '    126.0 


1917 


Apr.  1. 
May  1. 
June  1 . 
July  I.. 
Au^.  1. 
Sept.  1. 
Oct.  I., 
Nov.  1. 
Dec.  1.. 


164.1 
183.  U 


1916 


54.9 
61.7 
59.6 
57.2 
59.6 
59.6 
59.3 
59.3 
72.9 
76.5 
83.2 
88.2 

85.3 

88.3 

85.6 

83.6 

83.7 

83.8 

83.3 

83.4 

99.7 

104.1 

115.3 

122.1 


1915 

1914 

1913 

1912 

54.3 

52.2 

«.9 

86.4 

62.9 

52.4 

51.4 

91.2 

67.7 

51.1 

49.0 

91.  U 

64.7 

51.7 

48.5 

92.3 

63.8 

49.3 

48.3 

96.2 

62.0 

49.1 

52.7 

91.1 

55.8 

47.5 

63.7 

81.9 

56.7 

45.1 

50.8 

66.8 

51.9 

52.5 

55.2 

53.5 

40.8 

51.8 

56.8 

54.8 

5(M 

51.7 

54.7 

53.8 

51.0 

54.3 

58.7 

50.5 

90.2 

62.5 

63.8 

82.7 

100.6 

61.7 

68.9 

84.4 

105.4 

61.9 

63.2 

84.0 

l.N).  4 

63.0 

62.9 

85.1 

mi.  9 

62.9 

62.4 

84.6 

98.1 

64.4 

64.1 

86.1 

93.7 

63.1 

63.2 

83.6 

80.0 

61.  U 

6.).  7 

77.9 

85.5 

75.4 

63.0 

70.8 

81.7 

79.0 

64.8 

7U.1 

85.7 

80.1 

63.2 

68.8 

43.4 

80.5 

63.4 

66.3 

1911 


^.8 

64.1 

«L0 

69.1 

74.0 

73.8 

70,1 

69.3 

77.0  i 

81.7 

84.9 

86.9 

73.3 
73.1 
71.9 
75.4 
73.8 
77.9 
76.9 
75.5 
76.9 
79.7 
S3.1 
83.2 


1910 


57.6 
jfi.3 
6.13 
59.7 
S6.I 
K.7 
53  J 
54.7 
57.2 
£6.1 
5a.  3 
57.  S 

74.8 
76.1 
76.5 
76.6 
74.9 
718 
74.6 
74.4 
74.1 
73.S 
71.6 
7LS 


The  Chairman.  You  have  testified  that  the  wheat  was  pretty 
nearly  cleaned  out  at  that  time? 

Mr.  Hoover.  Yes. 

The  Chairman.  Did  the  Belgian  relief  committee  buy  some  large 
amounts  of  grain  during  that  year? 

Mr.  HoovKR.  During  the  wliole  year  they  probably  bought  a  total 
of  25,000,000  bushels. 

The  Chairman.  Not  more  than  that? 

Mr.  HoovKR.  I  should  not  think  so. 

The  Chairman.  Did  they  sell  any  of  it  again  ? 

Mr.  Hoover.  Only  in  Belgium.  1  take  that  back.  Tliere  were  some 
boats  that  were  driven  into  the  English  polls  at  the  time  of  tlie 
embargo,  and  they  had  to  resell  it. 

The  Chairman.  Did  they  buy  and  resell  on  the  market  here? 

Mr.  Hoover.  No;  they  did  not  buy  and  i*escil  except  some  odds  and 
ends  not  adaptable  for  shipment. 

The  Chairman.  They  did  not  buy  foods  and  then  sell  them  again! 

Mr.  Hoover.  No,  sir;  not  that  j'ear.  They  did  two  yeai's  before. 
They  bought  some  foods  to  secure  their  shipment  in^lOld. 

The  Chairman.  How  much  did  they  buy? 

Mr.  Hoover.  I  think  the  New  York  committee  bought  about  1,000,- 
000  bushels  in  1915  as  a  guaranty  of  {hedge  forY  shipment,  some- 
thinq;  of  that  order. 

The  Chair^ian.  I  do  not  care  to  go  into  that  further^  because  it  is 
a  question  off  by  itself.  I  simply  speak  of  it  because  it  came  in  in 
connection  with  this  price  of  flour.  The  price  of  flour,  as  a  matter 
of  fact,  mounted  only  the  latter  part  of  the  year  and  after  nearly  all 
of  the  wheat  had  been  marketed. 


^  Italicized  words  in  parentheses  show  changes  made  by  Mr.  HooTcr  after  the  heartof 
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Mr.  Hoover,  After  the  Tvheat  had  passed  into  the  hands  of  the 
speculator. 

The  Chairman.  Let  ns  see  about  these  speculators.  We  hare  heard 
that  n  good  many  times.    Whom  do  you  mean  by  the  specuIatoi'sY 

Mr.  Floo\TER.  I  take  it  that  the  entii'e  trade  was  engaged  in  si)ecula- 
tion  when  it  was  putting  up  prices. 

The  Chairman.  Let  us  see  who  was  putting  up  prices.  I  want  to 
ask  you  if  you  mean  now  to  give  the  impi-ession  to  the  country  that 
the  S]>eculators  had  bought  up  wheat  from  the  farmer  at  low  prices 
and  tlien  held  it,  and  then  after  getting  the  crop  was  selling  it  at 
enormously  high  prices,  by  virtue  of  the  speculative  movement? 

Mr.  Hoover.  No;  I  do  not  mean  that.  There  was  comparatively 
little  vicious  speculation,  but  there  was  a  constant  rise  in  price  by 
which  everybociy  ennfaged  in  the  trade  benefited. 

The  Chairman.  Ihat  is  not  speculation,  is  it? 

Mr.  Hoover.  I  would  consider  it  so. 

The  Chairman.  Is  not  this  the  fact.  We  will  take  that  year — ^that 
the  farmer  begins  to  market  his  wheat  about  the  month  of  July,  and 
during  the  months  of  July,  August,  September,  and  October  he  mar- 
kets very  large  quantities  of  wheat.    That  is  true,  is  it  not? 

Mr.  Hoover.  Yes. 

The  Chairman.  The  prices  during  those  months  for  wheat  last 
year  were  low. 

Mr.  Hoover.  Yes ;  comparatively  so. 

The  Chairman.  Is  it  not  true  that  that  wheat  when  it  was  marketed 
was  verv  largely  ground  into  flour? 

Mr.  Hoover.  I  do  not  laiow  what  portion  was  ground  into  flour  as 
it  went  along.  That  is  a  statistical  matter.  It  passed  out  of  the 
hands  of  the  farmer  early  in  the  year. 

The  Chairman.  And  is  it  not  a  fact  that  having  been  ground  into 
flour  it  went  right  on  to  the  market  and  the  flour  was  sold  at  prices 
absolutely  in  proportion  to  the  wheat  prices? 

Mr.  Hoover.  No. 

The  Chairman.  Making  tho?e  allowances  which  always  have  to  be 
made  for  slight  fluctuations  up  and  down? 

Mr.  Hooatir.  That  is  not  true.  The  flour  distribution  of  this  coun- 
try, so  far  as  the  consumer  is  concerned,  is  made  from  month  to 
month.  It  is  distributed  through  the  12  months.  The  wheat  wag 
sold  in  the  early  part  of  the  year,  and,  according  to  the  Department 
of  Agriculture,  the  farmer  realized  $1.44  for  his  wheat.  I  can  give 
you  the  average  price  of  flour  for  the  year,  and  you  will  find  that  it 
was  a  good  deal  more  than  the  reciprocal  of  $1.44. 

The  Chairman.  I  happen  to  have  it  myself.  I  want  to  Icnow  if 
this  is  not  true — we  will  take  the  month  of  Julv — if  the  price  of  a 
barrel  of  flour  is  not  approximately  five  times  the  price  of  a  bushel 
of  wheat. 

Mr.  Hoover.  I  do  not  know  what  it  was,  but  I  would  like  to  add 
this,  that  on  your  own  statement  that  the  farmer  was  marketing  the 
total  American  wheat  early  in  the  year,  say,  500,000,000  bushels 

The  Chairman.  I  have  not  made  any  such  statement. 

Mr.  Hoover.  You  said  he  marketed  his  wheat  early  in  the  year. 

The  Chairman.  I  said  he  marketed  the  majority  oi  his  wheat  crop 
«arlv  in  the  year. 

Mr.  Hoover.  Put  it  in  that  way. 
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The  CiiAiRXAx.  I  wfint  to  clear  this  up,  because  it  has  been  a  mat- 
ter of  contention  for  a  long  time.  As  a  matter  of  fact,  it  takes  from 
i^  to  5  bushels  of  wheat  to  make  a  barrel  of  flour,  does  it  not? 

Mr.  HoovEH.  Yes;  somewhere  along  there. 

The  Chairman.  And  the  price  of  a  barrel  of  flour  is  from  ioor 
and  a  half  to  five  times  the  price  of  a  bushel  of  wheaL 

Mr.  Hoover.  That  is  an  approximation. 

The  Chairman.  The  price  differing  a  little  in  localities  on  aocomit 
of  freight  hauls,  so  that  it  will  be  probable  that  with  dollar  i^heat 
the  price  of  a  barrel  of  flour  would  be  approximately  $5.25  to  $5.50. 
I  want  to  know  if  during  the  month  of  July  last  year  the  price  of 
flour  at  wholesale  was  not  approximately  five  times  the  prioe  of 
wheat? 

Mr.  Hoo\'£R.  I  should  imagine  it  was;  I  do  not  know  accurately 
without  looking  it  up. 

The  Chair3ian.  Was  not  that  true  of  August  and  September  and 
October  and  November  and  December  and  January?  Did  not  those 
conditions  obtain — the  same  relative  prices! 

Mr.  Hoover.  I  have  not  the  statistics  in  front  of  me.  You  may  be 
correct. 

The  Chairman.  Then  there  came  a  period  when,  because  of  the 
buying  of  the  allies  in  our  markets,  and  also  of  the  neutrals,  tiie 
price  of  wheat  was  run  to  a  very  high  point,  and  the  price  of  flour 
was  also  run  up  by  the  same  buying. 

Mr.  Hoover.  Yes.  Flour  maintained  its  ratio  to  wheat  all  the  way 
through,  month  by  month. 

The  Chairman.  Is  it  not  true  that  taking  the  year  as  a  whole  and 
averaging  the  price  of  flour  over  the  year,  our  people  got  their  flour 
for  less  than  the  British  people  got  their  flour  on  the  average? 

Mr.  Hoover,  It  may  be  or  may  not  be  true. 

The  Chairman.  You  do  not  know? 

Mr.  Hoover.  Wait  a  minute.  Your  statement  misses  one  critical 
point,  that  the  farmer  sells  his  wheat,  as  you  say  yourself — the  major 
portion  of  it— early  in  the  year,  and  he  sold  it  at  low  prices. 

The  Chairman.  Yes. 

Mr,  Hoover.  The  American  public,  on  the  other  hand,  buys  its 
flour  from  month  to  month,  and  while  the  arithmetical  average  price 
for  the  whole  year  would  represent  fairly  well  what  the  consumer 
pays  for  his  flour,  it  does  not  represent  what  the  farmer  gets  for 
his  wheat. 

The  Chairman.  You  wanted  to  protect  the  fanner.  That  was 
your  object,  was  it? 

Mr.  Hoover.    One  of  our  objects. 

The  Chairman.  Your  object  in  protecting  the  farmer  you  have 
carried  out  by  going  contrary  to  the  terms  in  this  law. 

Mr.  Hoover.  I  do  not  concede  that.  ^ 

The  Chairman.  And  without  authority  of  this  law. 

Mr.  Hoover.  I  do  not  concede  that  for  one  moment. 

The  Chairman.  And  taking  away  the  farmer's  market  for  his 
wheat  this  year  and  fixing  a  price  at  which  he  must  sell  it  this  year, 
although  you  told  the  committee  when  this  bill  was  under  consider- 
ation that  there  was  no  price  fixing  in  it. 

Mr.  Hoo\TGR.  I  do  not  concede  your  statement  for  a  moment.  You 
Mre  making  a  statement  here  that  is  practically  a  judicial  decision. 
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If  anything  wrong  has  been  done  in  the  administration  of  this  bill, 
it  is  for  the  courts  to  determine.  I  do  not  assume  that  you  can  give 
jud^ent  on  the  subject  at  aU.  I  do  assume  that  the  Food  Adminis- 
tration  

The  Chairman.  I  am  taking  your  own  statement. 

Mr.  Hoover.  I  do  assume  that  the  Food  Administration  has  re- 
mained within  the  law  in  everything  that  it  has  done,  and  within 
the  intent  of  the  law. 

The  Chair]mla.n.  You  have  stated  there  was  no  price  fixing  in  the 
bill,  and  you  have  stated  you  had  fixed  the  price. 

Mr.  Hoover.  Price  fixing  from  a  point  of  view  of  a  legal  regu- 
lation that  such  and  such  is  the  price  is  different  from  arriving  at  a 
stabilizing  price  {atahllized  price  through  an  agreement  to  control 
distribution)  .^ 

The  Chairman.  Did  you  arrive  at  an  agreement  with  the  farmers 
of  the  United  States  as  to  the  price  of  wheat? 

Mr.  Hoover.  So  far  as  it  was  possible  by  assembling  a  commission 
to  set  a  decision  {in  which  they  had  a  voice) } 

The  Chairman.  Yes;  and  you  got  together  half  a  dozen  men  and 
you  fixed  a  price  that  45,000,000  people  are  to  get  for  their  products, 
and  you  call  that  an  agreed  price.  That  is  all,  Mr.  Hoover.  Before 
I  close  I  desire  to  read  into  the  record  a  portion  from  the  first  in- 
terim report  of  the  Soyal  Sugar  Commission,  dated  December,  1916. 

Mr.  Hoover.  Senator,  might  I  mention  that  in  Willett  &  Gray, 
of  December  27,  the  price  of  refined  sugar  in  London  is  given  as  10 
cents  and  in  New  York  as  8.18  cents. 

The  Chairman.  What  are  those,  wholesale  or  retail  prices? 

Mr.  Hoover.  I  understand  from  Mr.  Bolph  that  they  are  wholesale 
prices. 

Mr.  RoLPH.  Willett  &  Gray,  of  December  20. 

Senator  Lodge.  Both  wholesale  prices? 

Mr.  RoLPH.  So  I  understand — royal  commission  prices. 

Senator  Lodge.  That  gives  a  ground  of  comparison. 

The  Chairman.  The  English  Government  buys  the  sugar  and  still 
charge  their  people  more  than  this  price  that  is  to  be  paid  here  after 
our  refiners  have  made  $1.30  for  the  refining  of  it? 

Mr.  Hoover.  Bear  in  mind  our  shipment  charges  are  very  much 
less  than  theirs. 

l*he  Chairman.  If  you  take  off  the  shipment  charges,  what  about 
the  prices? 

Mr.  Hoover.  There  will  be  some  difference  on  that  account,  but  a 
good  deal  of  this  sugar  was  bought  from  American  refineries. 

The  Chairman.  Did  you  see  the  statement  of  Ijord  Grey,  made  a 
few  days  ago,  to  the  effect  that  the  English  public  was  being  fed 
better  than  it  has  ever  been  fed  and  that  the  prices  had  been  main- 
tained all  along  as  reasonable — in  substance,  that  statement? 

Mr.  Hoover.  I  should  think  it  is  greatly  to  the  credit  of  their  food 
control,  if  they  are  able  to  do  it  under  the  circumstances. 

The  Chairman.  Did  you  see  that  statement? 

Mr.  Hoover.  I  did  not. 


^  ItftUclsed  word!  In  parentheali  show  changes  made  hy  Mr.  Hoover  after  the  hearing. 


688  SHORTAGE  OF  SUGAB. 

Tlie  Chairman.  That  was  what  I  asked  you.  I  did  not  ask  you 
what  your  opinion  was  as  to  whether  it  was  to  the  credit  of  the  food 
control  or  not. 

I  read  now  an  extract  from  the  first  interim  report  of  the  Royal 
Commission  on  Sugar  Supply,  showing  the  operations  of  the  royal 
commission  on  the  sugar  supply  from  date  of  appointment  to  begin- 
ning of  December,  1916: 

There  have  been  times,  notably  at  the  end  of  1914,  during  which  the  price  of 
Ku^ar  In  outside  mnrlsets  has  been  quoted  at  rates  below  those  at  which  the 
conunis^ion  was  placinp:  its  sugars  on  the  British  market.  But  at  those  times 
the  quotations  liave  usually  been  the  result  of  transient  influences  (including 
often  the  commission's  own  absence  from  the  marlcet),  and  have  been  no  true 
Indication  of  what  prices  would  have  been  under  normal  conditions.  During 
the  .CTCater  portion  of  the  period  of  the  commission's  operations,  it  Is  cer- 
tainly the  case  thnt,  exclusive  of  duty,  the  selling  price  of  sugar  in  this  country 
has  been  lielow  that  of  sugar  in  New  York,  notwithstanding  the  added  cost 
of  freight.  Thus,  at  the  present  moment,  eliminating  duty,  the  wholesale  price 
in  the  Unite<l  Kingdom  of  good  granulateil  (the  standard  quality  for  refineil 
sugnrs)  Is  2Cs.  103(1.  per  hundredweight.  To  eliminate  duty  from  the  New  York 
quotations  for  a  given  quality  of  sugar  is  not  such  n  simple  matter  as  it  is 
here,  owing  to  the  complexities  of  the  American  tariff.  The  calculation  may 
be  made  in  more  ways  than  one;  but,  biking 4t  on  the  basis  of  duty  at  the 
highest  rate  (and  therefore  the  least  favorable  to  us),  the  "in  bond"  price  in 
New  Y'ork  on  December  1  of  good  granulate<l  works  out  at  28s.  2|d.  per  hundreil- 
weight,  or  Is.  4d.  per  hundredweight  in  excess  of  the  price  In  this  country. 

Mr.  Hoover.  It  is  much  to  the  credit  of  their  food  control;  but 
they  have  been  operating  for  an  entire  year,  whereas  we  have  beeii 
only  going  for  four  months,  and  we  had  to  start  at  the  pinnacle  of 
prices. 

The  Chairman.  If  their  prices  are  higher  over  there  than  they  are 
here,  what  becomes  of  the  credit  to  the  food  administration? 

Mr.  Hoover.  I  really  can  not  say.  (/  can  see  no  point  to  your 
question.)^ 

The  Chairman.  In  other  words,  if  the  prices  are  lower  over  there 
than  here,  it  is  to  the  credit  of  the  food  administration,  but  if  they 
are  higher  over  thero  than  here,  it  is  to  nobody's  discredit? 

Mr.  Hoover.  There  is  the  dinerence  of  period.  We  had  prices  of 
sugar  much  higher  in  the  month  of  August  than  now. 

The  Chairman.  There  is  a  difference  of  period,  but  there  is  no 
difference  in  the  principle.  If  low  prices  in  England  are  to  be  taken 
as  commendatory  of  the  control  and  as  proof  that  the  control  is  a 
success,  then  if  they  have  failed  to  maintain  those  prices,  and  the 
prices  have  become  higher  than  they  are  here,  it  would  seem  to  fol- 
low that  their  food  administration  had  fallen  down. 

Mr.  Hoover.  You  might  also  assume  that  we  htive  been  doing  some- 
thing here,  trying  to  restrain  prices  in  the  meantime. 

The  Chairman.  What  have  you  done  except  what  you  have  told 
us — anything? 

Mr.  iHfoovER.  No ;  and  I  think  we  have  told  you  a  good  deal. 

The  Chairman.  I  think  you  have. 

Senator  Vardaman.  Mr.  Hoover,  I  realize  that  you  have  a  very 
difficult  function  to  perform  just  at  this  time  in  order  to  meet  the 
resprnsibilities  of  this  important  place  to  which  you  have  been  called 
by  the  President.    You  nave  called  to  your  assistance  men  of  ex- 

t  Italicized  words  in  parentheflea  show  changes  made  by  Mr.  IIooTer  after  the  hearing. 
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{>ert  loioTvledge  in  the  different  departments  of  trade  with  which  you 
lave  to  deal. 

Mr.  Hoover.  Yes. 

Senator  Vardaman.  It  was  not  brought  out  in  your  case  as  it  has 
been  with  other  witnesses,  but  I  want  to  ask  you  what  is  your  voca- 
tion ? 

Mr.  Hoo\T.R.  I  am  an  engineer. 

Senator  Vardaman.  What  have  you  been  doing  for  the  last  20 
years? 

Mr.  Hoover.  I  have  been  practicing  my  profession  as  an  engi- 
neer until  the  war  broice  out,  since  which  time  I  liavQ  been  engaged 
in  pnblic  work. 

Senator  Vardaman.  Where  have  you  been  practicing  your  pro* 
f ession  ? 

Mr.  Hoox-ER.  In  the  United  States,  in  connection  with  Mexico. 

Senator  Vardaman.  What  other  countries? 

Mr.  Hoover.  China,  India,  Australia,  South  Africa,  and  Russia,  I 
think.  ^ 

Senator  Vardaman.  Have  you  spent  very  much  of  your  time  in 
the  United  States  in  the  last  20  years? 

Mr.  Hoover.  I  have  spent  a  considerable  portion  of  my  time  here. 
I  have  been  away  off  and  on,  sometimes  for  a  year,  sometimes  for 
two  or  three  years- 
Senator  Vardaman.  Wliere  is  your  place  of  residence? 

Mr.  Hoover.  Stanford  University,  Cal. 

Senator  Vardaman.  California  is  your  native  State.  Is  that  your 
home,  now  ? 

Mr.  HooMSR.  That  is  my  home.    My  native  State  is  Iowa. 

Senator  Vardajian.  Your  home  is  in  California? 

!Mr.  Hoo\t:r.  Yes. 

Senator  Vardaman.  Are  you  a  qualified  elector  there? 

Air.  Hoover.  I  do  not  know  that  I  am  at  the  moment,  because  I 
have  been  away  on  public  work  for  three  years. 

Senator  Vardaman.  Have  you  ever  voted  there? 

]Mr.  Hoover.  I  do  not  think  so. 

Senator  Vardaman.  Did  you  ever  vote  in  the  United  States? 

Mr.  Hoover.  I  do  not  believe  {recollccf)^  that  I  have  ever  voted  in 
anything  else  than  purely  local  matters,  because  I  have  been  in  a 
profession  that  kept  me  moving  about  in  the  United  States  and  else- 
where, so  that  I  was  not  settled  onou<>h  at  any  one  time. 

Senator  Vardaman.  You  have  spent  more  time  in  England  in  the 
last  20  vears  than  yon  have  in  the  United  States,  have  you  not? 

!Mr.  lloovER.  I  should  imagine  in  the  aggregate;  yes. 

Senator  Vardaman.  Are  you  not  a  resident  ol  London,  with  a 
heme  there? 

Mr.  Hoo\t.r.  No;  I  am  not.  I  had  a  house  in  London.  I  rented 
a  hon<'e  there.  I  have  a  family,  and  I  must  put  them  somewhere 
from  time  to  time. 

The  Chairman.  Have  you  had  a  house  in  the  United  States  until 
you  came  here  this  last  time  where  you  have  kept  your  family? 

Mr.  Hoover.  Yes. 

The  Chairman.  Where? 


1  Italicized  word  In  parenttacsea  show  changcfl  made  by  Mr.  Hoover  after  the  heurlug. 
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Mr.  Hoover.  At.  Stanford  University. 

The  Chairman.  When,  what  years? 

Mr.  Hoover.  Oh,  I  could  not  tell  you  exactly  what  years  now.  but 
off  and  on  I  have  had  a  house  there  )or  a  long  time. 

The  Chairman.  Have  you  lived  in  California  so  little  that  yon 
can  not  tell  me  one  of  the  years  you  lived  there  ? 

Mr.  Hoover.  Oh,  ves;  I  can. 

The  Chairman.  What  years  did  you  have  a  house  in  San  Fran- 
cisco, or  at  Stanford  Univereityt 

Mr.  Hoover.  I  had  a  house  in  San  Francisco  itself,  I  think,  in  1913. 

The  Chairman.  For  how  long? 

Mr.  Hoover.  My  family  lived  there  for  a  matter,  I  should  thinks 
of  seven  or  eight  months,  i 

Senator  Vardaman.  I  want  to  aslc  you  one  other  question.  You 
have  been  in  this  philanthropic  work  or  patriotic  work  since  the 
war  began? 

Mr.  Hoover.  Yes. 
^  Senator  Vardaman.  You  had  never  had  any  experience  in  this 
line  of  work  you  are  now  engaged  in  in  the  United  States  before  ? 

Mr.  Hoover.  No,  sir.  I  was  engaged  in  conducting  large  metal- 
lurgical and  railway  operations  at  one  place  and  another,  general 
commercial  experience,  if  it  is  worth  anything. 

Senator  Vardaman.  I  understand,  and  it  is  much  to  your  credit 
It  has  been  pointed  out  here  that  the  only  way  that  you  can  possibly 
carry  out  this  line  of  work  was  to  call  to  youV  assistance  men  whose 
personal  pecuniary  interests  were  involved  in  the  administration  of 
the  law,  and  I  wanted  to  show  by  your  own  case  that  you  had  never 
had  any  experience  in  this  work,  and  yet  you  have  been  able  to  con- 
duct the  affairs  of  the  great  oi&ce  to  which  you  have  been  appointed 
by  the  President. 

Mr.  Hoover.  I  would  make  this  statement  in  connection  with  that, 
for  what  it  is  worth,  that  the  Belgian  Relief  Commission  itself  in- 
volved much  the  same  problems  as  the  American  Food  Administra- 
tion over  a  period  of  two  years  and  a  half. 

Senator  Vardaman.  But  you  had  had  no  experience  in  buying  and 
selling  crrain  and  food  and  clothing? 

Mr.  Hoo\t:r.  No. 

Senator  Vardaman.  Up  to  the  time  that  you  were  appointed  to  do 
this  work? 

Mr.  Hoo\'KR.  Up  to  the  time  of  the  Belgian  relief. 

Senator  Vardaman.  That  is  what  I  mean — that  you  were  ap- 
pointed to  do  that  work.  So  it  is  not  absolutely  necessary  that  men 
should  have  been  called  to  perform  these  different  functions  whoso 
private  pecuniary  interests  conflict  necessarily  with  the  public 
service  ? 

Mr.  Hoover.  Bear  in  mind  this,  that  a  man  is  hardly  a  competent 
man  who  docs  not  assemble  all  the  skill  that  he  can  obtain  to  his 
assistance,  and  in  the  whole  plan  of  the  food  administration  I  have 
tried  to  mobilize  the  commercial  institutions  of  the  country,  to  secure 
their  good  will  and  their  patriotic  services. 

Senator  Vardaman.  That  is  commendable,  and  I  am  not  censur- 
ing you  for  it,  but  the  point  I  make  is  that  it  is  pretty  hard  to  serve 
God  and  mammon  both ;  it  is  pretty  hard  for  a  man  who  is  hired  to 
protect  the  interest  of  his  employer  where  there  comes  a  conflict  with 
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the  interest  of  the  public.    He  has  to  be  true  to  one  and  faithless  to 
the  other.    He  can  not  be  true  to  both. 

Mr.  Hoo^'ER.  May  I  continue  a  little  on  that,  that  the  men  who  are 
the  heads  of  divisions  in  the  food  administration,  those  who  have  the 
actual  labor  to  do,  are,  so  far  as  it  is  possible  to  secure  such  men,  en- 
tirely dissociated  from  any  commercial  interests  in  the  country. 
There  are  one  or  two  of  those  men  who  have  some  commercial  inter- 
ests, but  the  main  test  that  I  have  to  apply  to  this  situation  is  very 
simple,  and  that  is  whether  or  not  a  man  is  willing  to  devote  himself 
to  assisting  his  country  to  win  the  war  in  subjection  to  all  personal 
and  private  interests,  and  if  a  man  stands  that  test,  then  I  do  not  care 
what  liis  associations  arc. 

Senator  VARoAafAN.  Oh,  certainly,  but  there  is  a  difference  be- 
tween service,  work,  and  what  a  man  says.  I  have  noticed  in  all 
this  investigation  that  the  larger  interests  that  were  involved  in  this 
matter  have  not  been  neglected.  There  has  been  no  sacrifice  made 
by  any  of  the  larger  interests  for  the  good  of  the  public. 

Mr.  Hoover.  Senator,  I  would  differ  from  that.  I  consider  that 
when  a  refiner  has  had  his  refining  differential  lowered  to  the  extent 
this  has  been  that  he  at  least  has  made  some  sacrifice. 

Senator  Vardaman.  As  a  mater  of  fact,  j'ou  said  that  you  were 
instructed  to  fix  that  differential  so  as  to  insure  to  the  refiner  the 
profits  that  he  enjoyed  in  norqinl  times. 

Mr.  Hoover.  But  not  the  profits  that  he  was  enjoying  out  of  this 
war  period. 

Senator  Varda^ian.  Of  course.  A  man  who  would  take  advan- 
tage of  this  emergency  to  make  money  out  of  the  people  who  are 
sunerinff  so  much  is  worse  than  an  outlaw. 

Mr.  Hoover.  Do  you  dispute  the  right  of  a  conunercial  interest  to 
make  its  prewar  normal  profit? 

Senator  Vardaman.  As  a  matter  of  fact,  I  do,  when  the  people  are 
suffering  so  much.  The  men  who  are  suffering  at  the  front  are  not 
making  their  normal  profits,  and  they  are  giving  up  everything. 
The  boy  who  leaves  a  thousand-dollar  position  and  takes  $350  a  year 
and  loses  the  balance  and  gives  his  life  is  not  being  protected.  I  do 
not  think  they  have  any  more  right  to  get  it  than  anyone  else  has  to 
claim  it.  The  men  who  are  suffering  at  the  front  are  not  being 
protected  in  that  way. 

Mr.  Hoover.  I  will  agree  with  you  in  theory  that  no  one  should 
make  any  profit  at  all  out  of  this  war,  but  I  have  serious  doubts 
whether  as  an  economic  system  the  country  would  revolve  2\  hours 
without  it.  y 

Senator  Vardaman.  If  it  could  not  revolve  21  hours  without  it 
it  is  because  of  lack  of  patriotism. 

The  Chairman.  I  do  not  want  to  interrupt  this  examination 

Senator  Vardaman.  I  am  through. 

The  Chairman.  Senator  Jones,  did  you  wane  to  ask  some  ques- 
tions? 

Senator  Jones.  Yes. 

The  Chairman.  And  Senator  Ijodprc,  I  believe,  desires  to  ask  a 
question  or  two.  The  attorney  gonernl  of  Ohio  is  here,  and  he  has 
his  tickot  for  the  C.15  o^clock  train.  I  dislike  very  much  to  discom- 
mode Mr.  Hoover 
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Senator  I^dqe.  My  question  is  not  of  sufficient  importance  to  bring 
him  back  here. 

Mr.  Hoover.  It  would  be  a  very  great  favor  to  me  if  I  could  get 
through  this  afternoon. 

Senator  Lodge.  I  only  wanted  to  ask  this^  and  it  is  a  mere  matter 
of  inquiry  as  to  facts:  Were  you  confronted  in  Cuba  with  the  same 
difficulty  that  you  met  in  the  case  of  the  beet  grower — that  is,  the 
condition  of  the  small  planter? 

Mr.  HoovEu.  Yes. 

Senator  Lodge.  Who  simply  grew  the  cane  and  took  it  to  the 
centrale  ? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  That  is  what  I  wanted  to  find  out — ^if  he  has  been 
in  your  consideration. 

Mr.  Hoover.  Yes;  otherwise  we  would  have  had  a  stringency  in 
production. 

Senator  Lodge.  The  other  question  is  one  which  affects  my  section 
of  the  country  more  than  anywhere  else.  I  have  been  looking  up 
ihc  figures  that  Mr.  Bnbst  gave,  and  my  memory  is  correct  as  to  the 
amounts  that  he  agreed  to  take — 100,000  tons? 

Mr.  Hoover.  Yos. 

Senator  Ix)Dge.  The  other  side  were  not  bound? 

Mr.  Hoover.  Thoy  were  bound  by  nothing. 

Senator  Lodge.  And  he  agreed  also  to  send  only  50,000  tons  North! 

Mr.  Hoover.  That  was  tlic  arrangement  made  between  them.  I 
do  not  know  what  the  details  were. 

Senator  Lodge.  That  is  in  his  testimony. 

Mr.  Hoover.  Yx*s. 

Senator  Lodge.  Therefore  the  utmost  amount  that  he  could  send 
was  50,000  tons  to  the  northern  market? 

Air.  Hoover.  Yes. 

Senator  Lodge.  The  rest  was  to  be  manufactured  in  Louisiana? 

Mr.  Hoover.  It  was  assumed  that  the  rest  of  it  would  be  refined  as 
raised  and  that  a  proportion  of  it  would  find  its  way  into  the  northern 
markets  as  well. 

Senator  IjOdoe.  That  was  his  agreement.  He  got  26,000  tons,  leav- 
ing about  200,000  tons  of  Louisiana  sugar,  which  was  dealt  with 
there  either  by  the  large  refiners  or  on  the  plantations. 

Mr.  Hoover.  Yes. 

Senator  Lodoe.  Did  not  all  of  that  sugar  go  to  the  nearest  points, 
practically?  Was  it  not  all  distributed  through  the  South  and  the 
Southwest  and  the  Mississippi  Valley? 

Mr.  Hoover.  I  do  not  think  so.    I  think  a  great  quantity  of  it  has 

ijone  into  the  Northeastern  States,  as  much  as  they  could  get  cars 
•or.    We  have  been  busy  trying  to  arrange  for  cars. 

Senator  Lodge.  You  mean  plantation  granulated? 

Mr.  Hoover.  Yes. 

Senator  Lodge.  I  never  saw  or  heard  of  any  there,  and  I  did  not 
know  any  Louisiana  crop  reached  us,  except  the  American  Sugsir 
liefining  Co.'s  20,000  tons;  that  certainly  did. 

Mr.  Hoover.  I  could  not  tell  you  how  much  reached  that  terri- 
tory. 

iSenator  Lodge.  That  is  all. 
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Senator  Jokes.  Mr.  Hoover,  this  law  under  which  you  have  been 
acting  came  into  effect  about  the  10th  of  August,  I  believe. 

Senator  Jones.  I  wish  you  would  state  what  was  the  condition  of 
the  sugar  market  at  that  time,  both  as  to  supply  and  as  to  prices. 

Mr.  Hoover.  As  to  prices,  the  Cuban  raws  had  sold,  I  understand, 
as  high  as  7.77.  The  refined  had  sold  as  high  as,  I  think,  9.15  whole- 
sale. We  were  right  at  the  pinnacle  of  a  great  rise,  and  the  prospects 
then,  in  view  of  the  allied  situation  and  the  sugar  that  they  were 
expecting  to  take,  were  certainly  for  some  shortage  in  our  supplies. 
Allied  demands  were  even  heavier  than  we  had  anticipated.  They 
had  made  arrangements  to  take,  and  subsequently  took,  after  I  came 
into  office  about  230,000  tons  of  Cuban  raws,  and  then  they  came  on 
to  US  for  considerable  amount  of  refined,  which,  I  think,  totaled 
82,Q00  tons,  or  some  tonnage  like  that.  One  hundred  and  two  thou- 
sand tons  were  actually  exported. 

Senator  Jones.  At  the  time  you  began  vour  operations  as  food 
administrator  under  this  law,  Mr.  Hoover,  the  supply  of  sugar  in  the 
United  States  was  either  inadequate  or  its  inadequacy  was  impend- 
ing.   Is  that  true  ? 

Mr.  HoovEB.^  The  situation  was  endangered.  We  were  not  able  to 
tell  what  our  situation  would  actually  be.  We  could  not  bank  on  the 
exact  early  arrival  of  beet  sugars,  and  we  were  not  certain  whether 
we  could  cover  the  gap  between. 

Senator  Jones.  How  were  prices  moving  at  that  time? 

Mr.  Hoover.  They  were  going  up  steadily. 

Senator  Jones.  Did  y^ou  become  familiar  or  acquainted,  in  a  gen- 
eral way,  with  the  opinions  of  people  engaged  in  the  sugar  trade  as 
to  what  was  the  probable  future  trend  of  prices? 

Mr.  Hoover.  The  whole  of  the  opinions  that  we  received  from  the 
people  in  the  sugar  and  the  wholesale  trades  and  others  who  were 
competent  to  speak  was  that  unless  some  restraint  could  be  put  upon 
this  condition  we  would  have  25-cent  sugar. 

Senator  Jones.  I  will  ask  you  to  what  extent  the  people  engaged 
in  the  sugar  trade  felt  that  there  should  be  some  sort  of  control  of 
the  sugar  industry  ? 

Mr.  Hoover.  I  think  that  all  of  the  people  engaged  in  the  trade,  so 
far  as  I  know,  were  of  one  mind;  that  there  should  be  some  form  of 
control. 

Senator  Jones.  I  will  ask  you  to  state  to  what  extent  the  people 
engaged  in  the  sugar  trade  cooperated  with  you  in  your  work  after 
you  became  director  under  this  law  ? 

Mr.  Hoover.  We  have  had  universal  cooperation.  We  have  had 
iliis  difficulty  always — ^that  there  is  no  trade  in  the  world  that  is  so 
rife  with  private  quarrels  and  bitterness  as  the  sugar  trade,  and 
it  has  been  very  difficult  indeed  for  us  to  secure  teamwork  amongst 
those  men  to  a  common  objective  on  account  of  their  personal  diffi- 
culties. Many  of  them  have  buried  them;  some  of  them  have  no* 
yet  been  able  to;  but  aside  from  that  feature  we  have  had  coop- 
eration. 

Senator  Jones.  To  what  extent  have  you  had  the  cooperation  of 
tlie  wholesale  dealers  of  the  countrjr? 

Mr.  Hoover.  Very  good  cooperation  indeed. 
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Senator  Jones.  What  was  the  prevailing  opinion  among  them  as 
to  tlie  necessity  for  some  sort  of  control  ? 

Mr.  Hoover.  They  have  certainly  been  in  favor  of  control  They 
have  had  meetings  of  their  various  associations  at  various  times  and 
passed  various  resolutions  on  these  points  to  that  end. 

Senator  Jones.  To  what  extent  have  prices  receded  since  your  tak- 
ing control  as  food  administrator? 

Mr.  Hoover.  The  prices  of  sugar  in  the  section  west  of  the  AJle- 
ghenies  have  receded  from  a  cent  and  a  half  to  a  cent  and  seven- 
eighths  to  the  consumer,  and  on  the  Atlantic  seaboard  practically  a 
cent,  from  the  prices  when  we  started  in. 

Senator  Jones.  Do  you  know  whether  or  not  there  is  any  general 
prevailing  opinion  among  people  engaged  in  the  sugar  ttade  as  to 
where  retail  prices  would  have  gone  had  there  been  no  control! 

Mr.  Hoover.  All  of  the  evidence  that  we  have  in  our  office,  which 
consists  of  many  telegrams  and  many  letters,  and  I  think,  so  lar  as  I 
know,  no  dissension,  agrees  that  sugar  would  have  gone  all  the  way 
from  20  to  30  or  perhaps  40  cents. 

Senator  Jones.  Have  you  letters  and  telegrams  from  people  en- 
gaged in  the  sufi^ar  business  expressing  their  views  in  that  respect! 

Mr.  Hoover.  VVe  have.  Here  are  some  of  them.  [Producing  tele- 
grams]. 

Senator  Jones.  From  what  class  of  people,  generally,  are  those? 

Mr.  Hoover.  These  are  from  wholesalers  and  refiners  and  dealer? 
in  sugar  generally.  These  telegrams  have  been  sent  in  apropos  of 
this  investigation  and  the  statement  that  was  made  here  that  there 
would  have  been  no  advance  in  prices  if  this  restraint  had  not  been 
put  on.    There  has  been  no  solicitation  about  them. 

Senator  Jones.  I  see  a  memorandum  on  the  front  of  this  which 
says:  "  Missouri,  20;  Illinois,  12,"  and  other  States  totaling  83.  Does 
tliat  memorandum  show  the  diversity  of  country  from  which  these 
telegrams  come? 

Mr.  Hoover.  I  presume  so.  I  have  not  seen  it  before,  and  I  do  not 
know  that  all  the  telegrams  relate  to  this  subject.  I  have  not  looked 
them  over,  but  I  assume  thev  do.  Mr.  Rolph  tells  me  he  sent  out 
some  wires  asking  various  dealers  what  the  situation  was  locally, 
from  which  some  of  those  may  have  arisen. 

The  Chairman.  Substantially  all  of  those  telegrams  are  in  reply  to 
telegrams  Mr.  Rolph  sent  out.  That  is  the  same  bunch  we  had  here 
l)efore;  is  it  not,  Mr.  Rolph? 

Mr.  Rolph.  \es,  sir. 

The  Chatrmax.  And  they  were  ruled  out  then  on  the  ground  that 
they  were  mere  expressions  of  opinion  from  people,^  sent  in  in  re- 
sponse to  telegrams  that  were  sent  out  since  the  hearing  had  begun. 

Senator  Jones.  I  observe  that  the  first  of  these  telegrams  is  dated 
at  Kansas  City,  Mo..  December  18, 1017,  and  is  from  Harry  E.  Sloan, 
secretary  Missouri-Kansas  Wholesale  Grocers'  Association,  in  which 
it  is  stated : 

Beyond  question  of  doubt  hnd  It  not  been  for  service  of  C.  nnd  n.  su^rs  dur- 
Injr  Octol)er,  this  territory  wotiUl  bnve  been  prnctlcnlly  bnre  of  siipptleB;  and 
bnil  It  not  I>een  for  Fe<lernl  control,  people  would  bnve  pnid  during  October  at 
lenst  30  cents  per  pound  and  nt  no  time  since  then  under  20  cents  per  pound, 
HH  supnr  would  brinp  wbntever  nsked  during  October.  Beet  sugar  wns  en- 
tirely unnvnilnble.  nnd  the  people  depending  on  small  storage  stock  and  tti* 
service  of  C.  and  II. 
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Senator  Lodge.  California  and  Hawaiian. 

Senator  Jones.  Yes.   That  is  the  Calif ornian  and  Hawaiian  sugar  1 
Mr.  Hoov'ER.  Yes. 

Senator  Jones.  Which  came  in  there  from  the  California  refinery, 
as  I  imderstand. 

Here  is  another  from  Kansas  City,  Meinrath  Brokerage.   Who  were 
tliey  ?    Do  you  know  ? 

Mr.  Hoov£B«  I  have  no  idea  who  they  are,  any  of  them. 
Senator  Jones.  Here  are  a  number  of  these  telegrams  and  the  one 
I  have  read.  While  it  may  not  be  in  the  exact  words  of  the  others,  I 
will  ask  you  to  state  whether  or  not  you  have  been  supported  by  the 
people  throughout  the  country  generally — I  do  not  mean  without  ex- 
ception, but  generally  supported — in  what  you  have  imdertaken,  and 
from  them  heard  expressions  as  to  the  value  of  the  work  upon  which 
you  are  embarked  ? 

Mr.  HoovEB.  I  should  think  that  we  have  had  an  almost  overwhelm- 
ing response  of  that  character  from  the  country.  The  belief  exists 
throughout  the  country  that  had  these  restrictive  measures  not  been 
put  in  force  the  consumer  would  have  been  penalized. 

The  Chairman.  Do  you  think  that  adds  anything  to  this,  Senator 
Jones,  and  is  a  proper  manner  of  examination! 

Senator  Jones.  Oh,  I  think  so,  or  else  I  would  not  do  it. 
The  Chairman.  Well,  that  may  be  the  case.  The  evidence  is  of 
such  a  character  that  it  never  would  be  received  in  any  court.  The 
statement  of  Mr.  Hoover  that  he  has  received  encomiums,  etc.,  and 
that  he  has  pleased  the  people  would  hardly  add  to  the  question  under 
investigation.  I  have  no  desire  to  stop  it.  I  simply  submit  to  uny 
member  of  the  committee  that  that  is  entirely  outside  of  the  investi- 
gation.   I  would  not  try  to  stop  it. 

Senator  Jones.  I  may  lay  a  foundation  for  it  which  I  think  would 
make  it  admissible  even  in  a  court  of  justice,  or  perhaps  a  criminal 
court  in  Missouri. 

The  Chairman.  You  liave  not  had  any  experience  in  that  court  yet 

Senator  Jones.  No  ;  I  have  not ;  that  is  true.   I  think  I  am  ghid  ot  it. 

Mr.  Hoover,  has  it  not  been  a  part  of  your  duties  a^  a  public  official 

to  get  in  touch  with  public  sentiment  in  connection  with  the  operation 

of  this  law,  and  to  rely  upon  that  public  sentiment  for  cooperation 

and  assistance  in  the  performance  of  your  work  ? 

Mr.  Hoover.  The  whole  foundation  of  the  Food  Administration  is 
based  on  the  voluntary  help  of  the  American  people. 

Senator  Jones.  And  so  it  has  been  your  business  to  get  the  expert 
opinions  of  people  engaged  in  this  particular  trade  as  to  the  enect 
and  operation  of  this  law  and  the  things  which  have  been  done  under 
it.  has  it  not? 

Air.  Hoo\t.r.  It  has ;  and  it  has  been  a  matter  of  unceasing  debate 
with  all  sections  of  the  trade. 

Senator  Jones.  Is  it  not  the  consensus  of  opinion  amon^  the  people 
engaged  in  that  trade  that  the  necessity  for  such  a  law  existed? 

Mr.  Hoover.  It  certainly  is.  The  most  of  the  associations  of  whole- 
salers and  other  trade  associations  in  this  country  passed  resolutions 
time  and  again  asking  for  such  a  law,  and,  furthermore,  the  United 
States  Chamber  of  Commerce  has  canvassed  tlie  wliole  of  its  members 
and  has  even  asked  for  a  more  drastic  law.  AVhether  it  is  iur^.iliable 
or  not.  I  only  mention  that  as  an  indication  of  public  opinion. 
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Senator  Jones.  As  I  u^iderstand  you,  when  you  came  into  office  you 
were  confronted  with  high  prices  for  sugar? 

Mr.  Hoover.  Yes,  sir. 

Senator  Jones.  And  a  limited  supply? 

Mr.  Hoover.  Yes,  sir. 

Senator  Jones.  The  thing  which  you  undertook  to  accomplish  was 
to  lower  the  price  of  sugar  to  the  consumers  of  this  country  and  at 
the  same  time  have  the  price  high  enough  so  that  the  production  of 
sugar  might  not  be  impaired,  or  that  it  might  possibly  be  stimulated. 
Was  that  your  purpose? 

Mr.  Hoover.  It  was  that,  and  it  was  more.  It  was  to  lay  a  founda- 
tion as  well  for  even  a  lower  price  in  the  future. 

Senator  Jones.  Yes.  In  other  words,  you  felt  that  the  price  of 
suffar  at  the  time  you  came  into  ofBce  was  too  high? 

Mr.  Hoover.  Yes. 

Senator  Jones.  And  what  has  occurred  to  prices  since  you  came 
into  office  ? 

Mr.  Hoover.  They  have  been  gradually  lowered. 

Senator  Jones.  They  have  been  gradually  lowered,  and  the  fir?l 
step  toward  lowering  the  price  was  to  fix  the  price  of  beet  sugar? 

Mr.  Hoover.  Yes,  sir. 

^nator  Jones.  Lower  than  was  then  the  prevailing  price,  or  the 
anticipated  price  if  there  had  been  no  control? 

Mr.  Hoover.  Yes,  sir. 

Senator  Jones.  And  you  put  the  price  of  beet  sugar  at  the  lower 

Erice,  but  not  so  low  as  to  demoralize  the  sugar  market  at  that  time, 
^id  you  have  that  in  mind  ? 

Mr.  Hoover.  Yes,  sir. 

Senator  Jones.  And  by  voluntary  agi'eenient  with  the  beet-sugar 
growers  And  with  the  Louisiana  sugar  producers 

Mr.  Hoover.  The  beet-sugar  factories. 

Senator  Jones.  I  mean  the  beet-sugar  factories — by  voluntary 
agreement  with  them  and  the  Louisiana  producers  of  sugar,  and  now 
with  those  in  control  of  the  Cuban  sugars,  you  have  brought  about  n 
condition  whereby  a  supply  of  sugar  to  the  American  consumer  is 
practically  assured  at  a  reasonable  price,  have  you  not? 

Mr.  Hoover.  Yes,  sir;  and  it  is  assured  throughout  next  year: 
and  I  should  like  to  add  this:  The  American  sugar  bill  is  about 
$800,000,000  a  year  to  the  consumer,  and  in  my  view  we  are  saving 
{will  snveY  the  American  consumer  anywhere  from^  $300,000,000  to 
$500,000,000  during  the  12  months  from  1st  of  October. 

Senator  Jones.  Arc  the  prices  which  have  been  agreed  upon  suffi- 
ciently high,  in  your  opinion,  to  encourage  the  production  of  sugare? 

Mr.  Hoover.  They  are. 

Senator  Jones.  Where  is  that  statement  which  I  handed  to  you, 
Senator  Reed,  yesterday  afternoon — ^that  statement  of  Mr.  Hoover's? 

(The  chairman  produced  the  statement  and  handed  it  to  Senator 
Jones.) 

Senator  Vardaman.  Why  not  let  it  go  in? 

Senator  Jones.  If  it  can  go  into  the  record  I  will  ask  any  questions 
regarding  it. 

Senator  Vardaman.  Just  let  it  go  in. 

*  Italicized  worda  In  parentheses  show  changes  made  by  Mr.  lloovcr  after  the  beariag. 
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The  Chairman.  I  have  no  objection  to  its  going  in  except  the  mere 
matter  of  incumberinff  the  record. 

Senator  Jones.  I  should  like,  Mr.  Hoover,  to  get  a  concise  state- 
ment of  your  views  as  to  the  condition  of  the  sugar  market  during 
this  year,  and  the  supplv,  etc.  I  believe  you  have  prepared  such  a 
statement,  have  you  notf 

Mr.  Hoover.  I  have. 

Senator  Jokes.  And  this  is  what  I  now  hold  in  myMiandt 

Mr.  Hoover.  Yes,  sir. 

Senator  Jones.  I  ask  that  it  sq  into  the  record. 

Senator  Vardaman.  I  move  that  it  be  allowed  to  go  in. 

The  Chairman.  Let  it  go  in. 

(The  statement  was  marked  "  Exhibit  No.  169,"  and  is  here  printed 
in  full  into  the  record,  as  follows:) 

Exhibit  No.  169. 
sxjgab  shortaqe. 

For  purposes  of  understandinpr  the  world  sugar  situation,  four  factors  must 
be  lx>rne  in  mind : 

(o)  Tlie  Unite<l  States.  Canada,  and  England  were  importing  countries  before 
the  war,  while  France  and  Italy  were  very  nearly  self-supporting. 

(6)  That  the  main  sources  of  supplies  to  importing  countries  were — 

1.  Oermany  and  neigliboring  powers. 

2.  The  West  Indies. 

3.  The  East  Indies. 

(c)  The  German  sources  have  been  cut  off  entirely,  and  Germany  also  largely 
absorbs  the  sugar  of  surrounding  countries  at  the  present  time.  Before  the 
war  England  drew  approximately  1,400.000  long  tons  per  annum  from  German 
and  neighboring  sources.  France  produceil  about  750.000  long  tons  of  beet 
sugar  and  exported  50.000  tons.  The  French  production  in  1017  fell  to  210,000 
long  tons.  Italy  produced  about  210,000  long  tons  and  importe<l  almost  none. 
The  Italian  production  fell  to  75.000  long  tons.  Thus  these  three  countries 
were  thrown  onto  West  and  East  Indian  sources  for  1,925,000  tons  to  maintain 
normal  consumption — or  to  reduce  this  by  home  economies.  The  East  Indian 
sugar  requires  about  three  times  the  length  of  voyage  and  therefore  three  times 
the  amount  of  tonnage  to  bring  from  that  source  compared  to  the  West  Indies. 
The  actual  draft  of  sugar  from  the  Western  Hemisphere  by  the  allies  was 
1.420.000  toas  against  300,000  tons  prewar  normal.  They  also  drew  some 
400.000  tons  from  Java  and  the  East  Indies. 

(d)  The  steady  shortening  of  shipping  throughout  the  year  thrust  nn  Increas- 
ing drain  on  the  West  Indies,  Aside  from  this  constant  element  of  uncertainly 
In  the  position  from  month  to  month,  another  uncertain  factor  arose,  In  that 
we  could  not  Judge  the  effect  of  their  conservation  measures  in  Europe.  While 
drastic  on  the  civil  population,  the  consumption  of  soldlera  Is  far  above  normal. 

The  Food  Administration  was  created  August  10,  1017.  The  statistical  evi- 
dence had  Indicated  for  some  time  that  the  heavy  but  uncertain  draft  of  West- 
ern Hemisphere  sugar  to  Europe  might  narrow  our  margin  of  supplies  pending 
the  new  crop.  In  order  to  prevent  supplies  from  going  elsewhere  than  to  the 
allies  an  embargo  upon  exports  from  the  United  States  was  put  Into  force  on 
August  27,  1917,  and  the  Cuban  Government  cooperate<l  by  placing  an  embargo 
on  all  its  sugar  except  to  ourselves  and  the  allies  on  October  1,  1917.  In  the 
meantime  every  effort  was  made  by  the  Food  Administration  to  secure  volun- 
tary re<luction  of  consumption  by  widespread  pmpagunda.  In  order  that  we 
might  afford  as  much  supplies  to  the  allies  as  possible. 

Efforts  were  made  to  secure  Java  Imports,  but  no  shipping  could  be  allowed 
by  the  Shipping  Board,  nor  did  our  efforts  succeed  in  securing  foreign  shipping. 

In  August  the  English  Government  reducwl  the  household  sugjir  ration  to  a 
basis  of  24  pounds  per  annum  per  capita,  and  in  September  the  French  Goveni- 
ment  reduced  their  household  ration  to  G  kilos,  or  about  13.2  pounds,  and  at  the 
game  time  placed  further  restrictions  upon  use  in  manufacture.  In  August  the 
French  Government  found  itself  unable  to  maintain  even  this  ration  firom  their 
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supplies  and  appealed  to  the  American  QoTeroiDent  for  exports.  These  were 
l^runted.  nnd  it  was  agreed  should  be  continued  up  to  100.0UO  tons.  Tlie  Aiuer- 
lean  liouselioid  couRuniption  being  at  least  65  pounds  per  annum  per  persuii,  it 
was  considered  tluit  tlie  duty  of  maintaining  French  morale  nmde  our  course 
plain.  A  plen  for  further  reduction  In  consumption  to  assist  tlie  Pi^encb  was 
laid  i)efore  the  public  by  the  Pood  Administration,  as  It  was  felt  that  this  con- 
cession to  the  French  nnd  the  other  causes  already  noted  would  ludiaite  nt 
least  sporadic  shortages  in  tlie  period  prior  to  the  harvest  of  I^ndsiann  and 
beet  sugars  in  November,  although  at  no  time  would  supplies  wholly  fail  or 
even  amount  to  privation  if  the  public  supported  the  administration  in  reiludng 
unnecessary  coUKumptlon.  Uequests  were  made  to  distrlbutera  to  supply  the 
confectionery  and  sweet-drinks  trade  with  60  per  cent  of  normal,  and  this  hi\s 
l>een  generally  followecl  by  patriotic  persons.  Such  regulations  were  voluutary. 
as  the  Food  Administration  had  no  authority  to  impose  them. 

The  Department  of  C!ommerce  returns  show  the  exports  to  the  allies  were  as 
follows : 

Fnnoe. 


Au^st 17.«0  21,051 

8eptom1)or 146  10,M 

OctJbor 9.888  82,«n) 

Novemljer 33  17.702 

Total 28,087  81,319 


The  allied  traffic  executive  gives  tlie  following  shipments  to  France  (the  dates 
probably  do  not  exactly  coincide),  and  some  sugar  was  diverted  en  route  to 
France : 

August la  879 

Septetnljer 3-'),  7^1 

OctolHjr 22,783 

November 13,033 

Total 85.426 

During  this  period  23G.777  tons  of  raws  were  shipped  direct  from  Cuba  to  the 
alllQ^ — a  total  of  .S27.133  tons  to  them  since  August  1. 

Subseqnont  to  granting  the  French  permit  up  to  100.000  tons,  the  car  shortage 
In  this  country  rendered  It  hnimsslble  to  secure  an  even  dlstrl1)utl(»n  over  the 
country,  and  It  was  arranged  to  shift  some  sugar  among  allies  to  France  iuid 
allow  the  distribution  of  some  30.(KX)  tons  of  sugar  intendeil  for  France  In  the 
Kortliejist,  we  proixislng  to  help  the  allies  from  Gulf  ports  or  Culm,  as  the  case 
niigiit  develop*  ^Ve  liiive  not  yet  been  able  to  do  so,  although  tlie  allied  sltuutiun 
is  to-day  more  critical  than  ever. 

The  Food  Ailniinlstrntlon  has  conducted  a  systematic  campaign  for  the  ^e<hl^ 
tion  of  Individual  sugar  consumption.  The  reduction  has  shown  In  the  decrt>nse 
in  candy  sales,  etc.,  but  on  the  other  hand  a  similar  campaign  for  the  preserva- 
tion of  fruit  has  Increased  consumption  in  that  direction,  but  will  reduce  con- 
sumption later  on. 

In  the  face  of  the  crucial  situntlon  in  England  and  France  and  the  obvious 
shortage  in  this  country,  any  discouragement  to  this  campaign  Is  a  positive 
dlsastiM*. 

Talxing  into  consideration  the  stocks  of  raw  sugar  on  January  1,  1017.  the 
total  net  sni)plles  from  nil  sources — after  deducting  exports — fnan  January  1 
to  September  1,  1917,  were  In  the  calculations  of  our  stntlHtind  division  about 
3.2S7,(K)0  long  tons  against  2.0S9.U00  long  tons  in  the  same  perlcnl  of  1010.  or  nn 
api>arent  net  increase  In  supplies  by  alumt  300,000  tons.  On  the  other  hanil  the 
carefully  complied  statistics  of  the  Department  of  Agriculture  show  the  uvi 
sugar  retained  In  the  United  States  for  the  past  three  years  Is  as  folloNVs  to  the 
SOtli  of  June  each  year; 

lionir  tons. 

1914 ^ 8. 92.x  801 

1015 a  Sni.  327 

1010 3.  r^iSi.  7H3 

1917 3.  777.  C40 

Average  for  tliree  years,  1914-1910 3, 770. 052 
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Therefore,  while  the  consumptfon  tor  the  flscnl  yenr  1917  wns  223.007  tons 
Id  excess  of  lOlG,  it  was  only  CSS  tons  in  excess  of  the  iivemire  of  the  Ihree 
previous  years.  Gi>nsequently  I  am  in  Uoitht  as  to  whether  there  was  any  real 
Increase  in  consumption  and  as  to  whether  the  apparent  increase  can  not  l)e 
acoounte<l  for  as  to  cH (Terences  In  invisihie  stocks  from  year  to  year.  A  mu^h 
stock  taking  hy  the  Fotnl  Administration  of  snpplieH  Iiulicatefl  on  Septomher  1 
tliat  there  was  In  tlie  haimls  of  refiners  and  principal  storafre  houst*s  alnrnt 
300,000  tons.  This  lias  since  been  found  hy  tlie  Department  of  Agriculture  to 
have  been  S)25.0U0  tons.  Tlie  stocks  in  tliese  hands  at  tlie  same  date  iu  1010 
are  undeterminable. 

Several  explanations  have  been  made  of  the  supposed  increased  consumption 
and  many  explanations  Kiveu: 

(o)  A  higlier  wage  level  and  consequent  higher  standard  of  living  and  th 
tncreose  due  to  increased  dry  area. 

(6)  The  largely  increased  amount  of  home  fruit  preservation. 

(c)  Some  household  hoarding  during  the  moutlis  of  F'ebruary,  March,  ana 
April  upon  the  general  olarm  create<l  by  the  declaration  of  war.  Tlie  trade 
JiHirnals  of  this  period  will  confirm  the  time  of  this  run  upon  the  sugar  bank. 
In  my  opinion  there  has  been  a  reduction  in  household  consumption  since  July 
last. 

(i{)  No  statistics  on  sugar  consumption  from  year  to  year  can  be  looked  upon 
as  precise  because  of  the  variation  which  may  oc*cur  in  trad^  supplies,  of  wlilch 
there  has  been  no  collected  date,  and  there  is  some  evidence  of  increasd  hold- 
ings by  the  trade  because  of  unsettled  conditi(m. 

(e)  Taking  into  consideration  all  factors,  it  Is  not  certain  that  there  has 
been  any  increase  in  actual  consumption,  and  considering  the  increased  canning 
use  there  may  have  been  n  decrease. 

As  to  the  situation  between  September  1  and  December  G,  the  followinc;  indi- 
cates the  supplies  as  nearly  as  we  can  estimate  in  round  numbers : 


Sugar  received  and  disbursed  {long  tons). 


On  hand.. 

oa«n.... 

AllothOTs. 
LmiiaiaDA. 


Total. 
Sxporls.... 


Balan(««...., 
OnaflompUoOisaj. 


Balance  forward. 


SeptAmbor. 

OctOlicr. 

November. 

800.000 

140,  .-ISO 

65,026 

l.')4,700 
72,  KM 
64,663 

S2,23l 

Q,hK2 

4A.404 

90.000 

3i,f.66 

100.000 

1;.0,0U0 

62rt,!0(} 
22.206 

373.244 
41,013 

308.517 

4:{.noo 

601,700 
3/AOOO 

332.2^1 
2/0.000 

825,  .'17 
26U,000 

154,700 

82,231 

76,617 

The  average  monthly  consumption  Ip  about  8o0,000  tons,  and  there  has  been 
In  October  and  November  at  least  70  per  cent  of  normal  supply. 

Dur!ng  the  month  of  December,  If  cara  are  availaiHe,  tlie  beet  manufacturers 
con  distribute  150.000  tons,  and  Louisiana  could  sliip  50.000  tons.  Over-seas 
arrivals  slanild  amount  to  40.000  or  50,000  l«»ns.  Tills,  together  with  .stocks, 
should  maintain  70  per  cent  of  normal  consumption  if  cai-s  were  availal)le. 
After  January  1  arrivals  fnan  over  seas  Khunid  rapidly  Increase.  The  move- 
ment Into  the  Nortlieastern  States  has  iK»en  the  most  dinicult  point,  owing  to 
tlie  railway  blockade  and  embargoes  on  tlie  ejistern  lines.  One  result  is  to  give 
MiHiclent  .supi>lles  In  the  area  of  free  niovenieiit  iind  to  cumulate  the  shortage  In 
the  Northeast.  At  tlie  present  moment  alxnit  140  cars  of  beet  sugar  alone 
destined  for  the  Northeast  are  hehl  up  en  route.  By  December  1  practically  all 
Cuban  old  crop  had  been  exhausted  and  under  the  Cuban  embargo  shipped 
either  to  the  United  States  or  the  allies. 

My  own  conclusion  Is  that  the  conH'ctlng  operation  of  the  war-<lecla ration  run 
on  the  sugar  hank  and  the  conservation  measures  have  more  or  less  neutralized 
each  other;  that  the  drain  of  the  allies  on  Cuban  and  American  supplies  denuded 
us  of  a  margin  of  about  300.000  ttms  that  we  needed  to  maintain  normal  con- 
sumption, instead  of  about  70  to  80  per  cent  during  the  last  tiiree  months  of  the 
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yenr;  that  this  shortnp:e  has  been  accentuated  by  the  lack  of  cars  to  more 
Louisiana  and  l>eet  su^nr  promptly  to  areas  of  greatest  pressure;  that  there  Is 
not  to-day,  nor  lias  tliei'e  been,  any  supplies  available  which  have  not  been 
bi*ou^ht  into  distribution. 

There  lias  been  n  constant  administrative  difficulty  from  month  to  month  io 
being  unable  to  forecast  tlie  allied  sldpp'ng  position  and  the  results  from  their 
reduced  consumption  and  consequently  of  their  needs. 

Such  statements  tiiat  tiiere  have  been  or  will  be  ample  supplies  of  sugar 
available  are  not  only  wrong  and  opposed  to  every  fact  in  the  situation  but  it 
tliey  are  believed  and  acted  upon  iiy  the  American  public  will  have  done  th's 
country's  war  efforts  incalculable  harm.  It  is  our  stern  duty  to  feed  the  allies; 
to  maintain  their  lieaith  and  strengtli  at  any  cost  to  ourselves.  There  has  not 
been,  nor  will  be  as  we  see  it,  enough  sugar  for  even  their  present  meager  and 
depresislng  ration  unless  they  send  ships  to  remote  marl^ets  for  !t.  If  we,  in 
our  greed  and  gluttony,  force  tliem  eitlier  to  further  reduce  their  ration  or  to 
send  these  ships  we  will  have  done  damage  to  our  abilities  to  win  this  war. 
To-day  the  number  of  soldiers  we  can  send  to  France  is  11m' ted  by  the  ships 
we  Iiave  aivailable.  If  we^send  the  slilps  to  Java  for  2u0,000  tons  of  sugar  next 
year  to  piece  out  their  ration  we  will  have  necessitated  employment  of  the 
equivalent  of  11  extra  ships  for  one  year.  This,  in  our  present  situation,  Ls  tlie 
measure  of  transport  and  maintenance  of  150,000  to  200,000  men  iu  France. 

The  foo<l  bill  contains  no  priee-tixlng  ix)wers  and  no  price-ftxlng  in  aiegal 
sense  has  been  attempted,  and  there  has  l)een  no  restraint  on  competition  below 
profiteering  level. 

In  order  to  protect  the  public  from  profiteering  and  speculation,  to  protect  It 
from  25-cent  sugar  in  the  face  of  a  short  supply,  every  element  of  the  sugar 
production  and  sugar  distribution  in  tlie  country  was  cjilletl  into  conference  and 
askeil  to  voluntarily  enter  hi.to  undertalving  with  the  administration  to  prevent 
these  things.  The  national  necessity  was  pointed  out  to  these  men.  They  were 
api)eaied  to  on  the  ground  of  patriotism  to  give  their  skill  and  cooperation  to 
tlie  undivided  public  interest  in  this  time  of  national  stres.s,  to  bury  thoughts 
of  personal  gain  and  serve  the  Nation.  They  were  appealed  to  to  bury  iheir 
trade  tlglits  and  trade  jealousies  anil  work  in  the  conimofi  interest.  Tliere  are 
nmny  interests  to  consider.  The  cane  producere  of  Louisiana,  tlie  beet  pn> 
ducers,  the  beet  manufacturei*s,  the  Hawaiian  cane  proilucers,  the  cane  re- 
finers, the  Cuban  iiroducvrs,  tlie  allieil  necessities,  the  American  consumer. 
Tliese  conflicting  interests  liave  ranch  accumulation  of  hatred  and  bitternesa 

It  has  l>een  necessary  to  organize  these  groups  upon  a  voluntary  basis  and 
to  drive  this  team  to  the  common  good ;  the  ultimate  ends  being — 

(1)  To  protect  our  producer  and  consumer. 

(2)  To  prevent  speculation  and  extortion. 

(3)  To  supply  the  allies. 

You  gentlemen  will,  before  you  are  flnislied,  have  before  you  evidence  of  the 
gigantic  difliculties  in  the  sugar  trade,  and  the  animosities  that  make  this 
problem  almost  insuperable.  I  would  like  to  point  out  that  a  task  of  similar 
dimensions  has  needeil  to  be  carried  on  In  many  other  trades.  Food  control 
Is  a  new  field  In  the  world,  and  we  have  taken  on  even  newer  ground  In  the 
United  States — organization  on  a  voluntary  basis. 

Tlie  price  of  refined  sugar  to  the  consumer  rose  suddenly  In  August  from  81  to 
lOi  and  11  cents  per  pound.  As  a  result  of  measures  taken  it  has  been  re- 
duced in  the  territory  north  and  west  of  the  Ohio  and  Mississippi  to  8  and  Si 
cents,  (U'  a  reduction  of  from  IJ  to  2  cents  per  pound,  and  in  tlie  South  and 
Atlantic  seaboard  States  to  Oi  cents,  or  a  reduction  of  about  1  cent  per  pound. 

The  price  of  sugar  rose  from  10  cents  to  30  cents  during  the  Civil  War,  when 
there  was  no  restraint. 

Sales  of  sugar  from  IG  Uy  20  cents  per  pound  have  been  followed  up  vigor- 
<msly  and  stopped,  and  is  evidence  itself  of  the  prices  at  which  consumers  would 
have  been  mulcted  had  we  not  Intervened.  We  have  forfeited  wholesalers' 
licenses  In  aggravated  cases  and  we  have  issued  warnings  to  first  offenders  in 
a  great  nmny  instances  through  our  local  administrators. 

The  I^^ood  Administration  took  the  following  steps : 

(a)  Suspension  of  spe<'ulation  In  futures  in  the  sugar  market.  This  step  has 
necessarily  discommoded  the  business  of  many  persons  who  lived  upon  ex- 
change operations,  liut  stopped  high  prices  being  made  for  advanced  position 
and  the  tendency  of  distributers  to  follow  with  their  shelf  stocks. 

(6)  A  voluntary  agreement  with  the  beet-sugar  producers  by  which  the  price 
of  beet  sugar  was  made  7.2o,  or  about  1  to  li  cents  below  the  price  then  ruling. 
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nnd  Its  nniversul  distribution  provldetl  for.  A  voiiintnry  agreement  of  the 
California  Hawaiian  Uefinery  to  adiierc  to  the  beet  basis,  despite  the  higher 
basis  for  cane  sugar  in  the  East. 

(c)  An  agreement  with  the  Louisiana  producers  by  which  the  price  was 
limited  to  7.80  granulated. 

(<f)  A  request  to  American  refiners  not  to  pay  more  than  6.90,  duty  paid  at 
New  York,  for  import  raws.  Sales  !m<l  been  made  as  lilgh  as  7.77.  The  bal- 
imce  of  Cuban  old-crop  sugar  avnilnble  has  been  l)ought  at  this  price  and  dis- 
tributed eitlier  in  the  Uniteil  States  or  by  the  allies  at  tliese  prices,  and  Ibat 
this  sugar  has  already  come  into  the  market  is  .sufficient  answer  to  tlie  cliarges 
Ibnt  this  action  prevented  the  sugar  from  reaching  the  American  consumer. 

(e)  A  regulation  limiting  the  profits  of  refiners. 

(/)  A  regulation  limiting  the  profits  of  whulessilers  and  dealers. 

iff)  A  widespread  propaganda  informing  tlie  public  of  the  maximum  price 
Ibey  should  pay  retailers  and  that  wholesale  prices  were  not  to  l)e  raised,  and 
ai  ruling  that  retailers  diargiug  exorbitant  prices  would  have  their  supplies 
m^t  off. 

Tlie  Food  Administration,  of  course,  has  no  ability  to  control  retail  prices 
except  by  public  opinion,  but  all  the.se  measures  have  resulted  in  maintaining 
a  price  of  from  8^  to  0§  cents»  granulate<l,  retail,  depending  upon  the  locality, 
au<I  therefore  the  necessaary  freight  differences. 

Every  1  cent  raise  in  .sugar  from  September  1  to  January  1  means  .$18,000,000 
to  the  American  consumer.  Numbers  of  gentlemen  wouhl  tell  you  that  20-cent 
sugar  would  have  prevailetl  and  the  public  robbed  of  $180,000,000  this  year  if 
we  had  not  taken  these  actions.  I  do  not  contend  tbat  they  eouhl  not  have 
t>een  more  efllcient.  They  are  as  efiicient  as  they  could  be  with  tlie  feeble 
weapon  of  voluntary  agreement  thnt  we  have  been  able  to  wield.  Had  the 
right  not  been  stricken  out  of  the  food  bill  for  us  to  purchase  sugar  directly  for 
the  Government,  both  the  price  and  the  distribution  could  have  been  handled 
more  efiiciently. 

Thfe  statement  has  been  made  that  the  action  of  the  Food  Administration  In 
September  in  limiting  the  price  to  be  paid  for  Cuban  raws  caused  some  50.000 
to  100,000  tons  of  these  sugars  to  be  diverted  elsewhere  and  contributed  to  this 
shortage,  aside  from  the  operation  of  the  embargo  of  the  Cuban  Government  in 
our  favor.  A  complete  answer  to  this  statement  lies  in  the  fact  that  all 
of  tlie  Cuban  sugar  since  that  date  has  come  either  to  this  country  or  to  the 
allies  and  has  been  consunie<l.  Some  exi.stlng  small  contracts  were  permitted 
to  Spain  and  Mexico,  amounting  to  less  than  2.000  tons.  I  .submit  the  following 
telegram  from  our  consul  general  In  Cuba,  as  follows: 

"  Exports  from  Cuba  to  neutral  countries  for  September,  October,  and  Novem- 
ber according  to  .statistics  here  as  follows:  Spain,  31G  long  tons;  Mexico,  1,050. 
No  other.    Practically  no  sugar  on  island  of  old  crops  unsold. 

"  H.   H.  MOROAN, 

"  Ainerican  Consul  CnncraV 

CONTBOL  OF  CANE  BEFINEBS*  PBOFITS. 

Immediately  upon  the  establishment  of  the  Food  Administration  an  examina- 
tion was  made  of  the  costs  and  profits  of  refining,  and  It  was  finally  determined 
that  the  spread  between  the  cost  of  raw  ami  the  sale  of  refined  cane  sugar 
shoidd  be  limited  to  $1.30  per  hundreil  pounds.  The  prewar  differential  had 
averaged  about  85  cents  and  increase<l  costs  were  found  to  have  been  imposed 
by  the  war,  in  Increased  cost  of  refining  losses,  cost  of  bags,  labor,  insurance, 
interest,  and  other  things  rather  more  than  cover  the  difference.  After  pro- 
longed negotiations  the  refiners  were  placed  under  agreement  establishing  these 
limits  on  October  1,  and  anything  over  this  amount  to  be  agreed  extortionate 
under  the  law.  In  the  course  of  these  Investigations  it  was  found  by  canvass 
of  the  Cuban  prwlucers  that  their  sugar  had.  during  the  first  nine  months  of 
tlie  past  year,  sold  for  an  average  of  about  $4.24  per  hundre<l  f.  o.  b.  Cidm,  to 
wliich  duty  and  freight  added  to  the  refiners*  cost  amounted  to  about  $5.00 
per  hundre<l.  The  average  sale  price  of  granuhitefl  by  various  refineries,  accord- 
ing to  our  Investigation,  was  about  $7.50  per  hundred,  or  a  differential  of  $1.84. 

In  reducing  the  differential  to  $1  30  there  was  a  saving  to  the  public  of 
54  cents  per  hundred.  Had  such  a  differential  been  on  use  from  the  1st  of  Janu- 
ary, 1917,  the  public  would  Imve  saved  in  the  first  nine  months  of  the  year 
about  $24,800,000. 
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NEXT  TEAR. 

With  n  view  to  more  efficient  orpinlzntlon  of  the  trade  In  Imported  sugars 
next  yenr,  two  coinmltteefl  linve  been  formetl : 

1.  A  conni!lttoe  comprising  reprenentntlves  of  nil  of  the  elements  of  American 
cnne  refhilnjr  >n*onpa.  The  principal  duty  of  this  committee  la  to  divide  the  sucar 
imports  pro  nitn  to  their  vurious  cnpticitles  and  see  that  absolute  Justice  is  done 
to  every  refiner. 

2.  A  committee  comprising  three  i-eprewentntlves  of  the  English.  French,  and 
Itntinn  0<»vernments ;  two  repi'esen  tat  Ives  of  the  American  reflners  with  a 
memljer  of  the  Food  Administration.  Only  two  of  the  committee  have  arrived 
from  Europe,  but  they  repi'esent  the  aIUe<l  governments.  The  dntles  of  thto 
committee  ni*e  to  detei-mine  tiie  most  economical  sources  from  a  transport  point 
of  view  of  all  the  allies,  to  arrange  transport  at  uniform  rates,  to  distribute  the 
foreign  sugar  between  the  United  States  and  allies.  8ui>Ject  to  the  approval  of 
the  American.  English.  French,  and  Italian  Governments. 

This  conuniltee.  while  h»»ldlng  strong  views  as  to  the  price  to  be  paid  for 
Cuban  sugir.  1ms  not  had  the  final  voice,  this  voice  has  rested  In  the  Govern- 
ments concerned,  togpther  with-  the  Cuban  Ooverimient,  nncl  I  wish  to  state  ero- 
pliatlcally  that  all  of  the  gentlemen  concerne<l,  ns  good  commerclnl  men.  hnvt 
endeavored  with  the  utmost  patience  and  skill  to  secui^e  a  lower  price,  and  their 
persistence  has  roduce<l  Cuban  demands  by  15  cents  per  hundre<l.  The  price 
agreed  utv>n  Is  about  $4.G0  per  100  pounds,  f.  o.  b.  Cuba,  or  equal  to  about  |6 
duty-paid  New  York. 

This  compares  with: 

DBtyjnM 
New  York. 

The  average  realization  of  raws  to  Sept.  1,  1917 5.00+  .34 

The  hlgli  price  of  raws  in  August 7.77—1.77 

Tlie  price  of  raws  was  limited  In  September C.  90—  .00 

Tills  price  should  eventuate  to  about  $7.30  per  hundre<l  for  reflne<l  sugar  from 
the  refiners,  at  seaboard  points,  or  sliould  place  sugar  In  the  hands  of  the  con- 
sumer at  from  84  to  9  cents  per  pound,  depen<1ing  upon  locality  and  conditions 
of  trade,  or  at  from  1  to  2  cents  below  the  prices  of  August  last  and  from  one- 
half  to  one  cent  per  pomul  cheaper  than  to-<lay. 

There  Is  now  an  elimination  of  speculation,  extortionate  profits,  and  In  the 
refining  alone  the  American  people  will  save  over  $2r»,000,()bO  of  the  reflnlng 
cliarges  last  year.  A  part  of  these  savings  goes  to  the  Cuban,  Hawaiian,  Porto 
Ukan.  and  Loidsiaiilan  producer  anil  part  to  the  consumer. 

Appeals  to  pivjudlce  against  tiie  Food  Administration  liave  been  made  befora 
this  connnlttee  because  the  Cuban  price  Is  34  cents  above  that  of  1917.  It  Is 
said  !n  effect  that  the  Cubans  are  at  our  meroy,  that  we  could  get  supir  1  cent 
lower.  We  made  exhaustive  study  of  the  cost  of  proiluclng  sugar  In  Cuba  last 
year,  through  our  own  agents  In  Cuba,  and  we  ftamd  It  averages  $3.39,  while 
many  prmlucers  are  at  a  higher  level.  We  found  that  an  average  profit  of  at 
least  1  cent  per  pound  was  necessary  In  order  to  maintain  and  stimulate  pn>- 
duc-tlon.  or  that  a  mhilmum  price  of  $4.37  was  necessary,  and  even  this  would 
stifle  some  i»roducers.  The  price  ultimately  ngreetl  was  23  cents  above  these 
flgin*es.  or  about  one-flftli  of  a  cent  per  pound  to  the  American  consumer  and 
more  than  this  amount  has  been  saved  by  our  reduction  In  reflners  profits. 

If  we  wish  to  stifle  production  In  Cuba,  we  could  take  that  course  jnst 
at  the  time  of  all  thaes  in  our  history  when  we  want  production  for  ourselves 
and  the  allies.  Further  than  that  the  State  Department  will  assure  you 
that  such  a  course  would  produce  disturbances  In  Cuba  and  desti'oy  even  our 
present  supplies:  but  bsyond  all  these  material  reasons  Is  one  of  hnmnn 
Justice.  This  groat  country  has  no  right  by  the  might  of  Its  position  to 
strnngle  Cuba.  Tiierefore  there  Is  no  Imposition  upon  the  Amerlain  public. 
Charges  liave  been  made  before  this  committee  that  Mr.  Rolph  emlenvoml 
to  benefit  tli?  California  refineiT  of  which  lie  was  manager  by  this  34-cent 
Increase  In  Cuban  price.  Mr.  Uolph  did  not  fix  the  price.  It  does  raise  tlie 
price  to  the  Hawaiian  farmer  al)out  that  amount.  It  does  not  raise  the  profit 
of  the  California  refinery,  l)ecause  their  cliarge  for  refining  la,  like  all  other 
refiners,  llmltetl  to  $1.30  per  lnmdre<I  pounds  plus  ths  freight  dWerentlal  on 
the  established  custom  of  the  trade.  Mr.  Uolph  has  not  one  penny  of  Interest 
In  that  refinery.  In  any  event,  by  the  voluntary  limitation  of  the  Californin 
refinery  sugar  price  to  tlie  $7.25  level  three  months  before  It  came  Into  force 
on  the  Atlantic  seaboard,  in  ordar  that  we  might  have  a  universal  price  west 
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of  the  Ohio,  Mr.  Rolph  has  penalized  the  company  of  which  he  was  manager 
over  $700,000  under  what  it  might  justly  linve  stocM]  out  f(»r.  Tluit  is  e(|iinl 
treatment  with  tlie  Atlantic  refineries.  He  has  clone  distlnguislied  service  for 
the  American  people. 

I  submit  herewith  a  statement  of  our  views  as  to  the  sugar  Supplies  for 
ourselves  and  the  allies  next  year.  You  will  observe  that  It  entails  the  trans- 
port of  250.000  tons  of  sugar  for  the  allies  from  Java,  if  the  American  public 
is  to  have  its  normal  supply.  Such  transport  will  dlmHiisti  our  ability  to  send 
soldiers  to  France  by  150,000  to  200.000  men.  If,  however,  the  American 
public  will  diminish  their  consumption  by  10  to  15  per  cent  or  if  the  Cuban 
crops  are  larger  than  we  anticipate^  this  disaster  of  transport  necessity  can 
be  averted. 

Total  available  sugars,  1917-18. 

For  export :  Tons. 

Phil  Ipplnes 50. 000 

Unlte<l  Staites  beet 800.  UOO 

Louisiana 230. 000 

I'orto  UIco 500.  000 

UawaU 47.5, 000 


2.  »7.\  000 

i; 

Cuba  crop 3, 2<K).  000 

British  West  Indies 300. 000 

Santo  Domiugo ]r»0. 000 

Mauritius 1.10. 000 

Peru  and  Braxil 70, 000 

Java,  required... ..-..—..—.-«. . ..—      230, 000 


Total  estimated  crops 0, 103, 000 

BSTIlf  ATED  BEQtTIItXUENTB  OV  THB  WORLD. 

United  States -.. .. 8, 700, 000 

Exports  from  United  States . 530,000 


4. 230.  000 


United  Kingdom . 1,330.000 

France 100, 000 

Canada    320. 000 

Culm  (local  domestic  requirements) 100.000 

British  West  Indies 50. 000 


1. 020. 000 


Total 0. 170, 000 


United  Kingdom ^ . 100. 000 

France .. 200. 000 

Neutrals    . . . 230.000 


Total 530,000 

SUPPLEMENTABT    ESTIMATED    BEQUIXEMENT8. 

United  Kingdom 1, 3."»0.  fKK> 

Tons. 

Cuba S.'iO.  000 

Java 2(X).  000 

British   West  Indies 100.000 

Peru  and  Brazil .50.  0(H) 

Mauritius   150.  (UK) 


1, 350, 000 


704  SHO&TAQB  OF  SUQAB. 

Tons.  Tons. 

France 100, 000 

Ciibn 50,000 

Java 50. 000 

100,000 

Ganadn    320,000 

British  West  Indies 150, 000 

Santo  Domingo 100, 000 

Cuba 70, 000 

320,000 
United    States 3, 700, 000 

Home  and  colonies ^ 2, 075, 000 

100  Uulte<l  Kingdom,  200  France,  and  allies 300, 000 

Cuba 2.105,000 

Neutrals,   etc 250, 000 

Santo  Domingo 50, 000 

Peru 20, 000 

4, 250,  000 

Cuba 100.000 

British  West  Indies 50. 000 

G,  170. 000 

Senator  Jones.  There  is  one  thing  that  I  should  like  to  have  you 
explain,  and  that  is  the  price  of  beet  sii^ar  in  the  Bocky  Mountain 
country,  where  it  is  largely  produced.  Ihis  7.25  is  the  price  of  beet 
sugar  nt  the  seaboard,  I  believe. 

Mr.  Hoover.  Yes,  sir. 

Senator  Jones.  I  understand  that  for  a  long  time  the  price  of 
sTigar  in  Denver,  Colo.,  for  instance,  has  been  the  seaboard  price  of 
sugar  plus  the  freight  to  at  least  Missouri  River  points  either  from 
the  Atlantic  seaboard  or  from  the  Pacific  seaboard. 

Mr.  Hoo\'ER.  I  believe  that  is  the  case,  is  it  not? 

Mr.  McGiNMS.  Freight  from  San  Francisco  to  Denver. 

Senator  Jones.  It  has  occurred  to  some  of  us  that  perhaps  that 
was  an  inequitable  situation.  There  the  beet  sugar  is  produced  in 
Colorado,  the  beets  are  grown  there,  the  beets  are  ground  there,  and 
the  sugar  manufactured,  and  yet  the  people  right  at  the  factory  and 
on  the  ground  pay  as  much  for  that  sugar  as  the  people  on  the  sea? 
board,  plus  the  freight  from  the  seaboard  to  the  consumptive  port 
Do  you  think  that  that  is  an  equitable  situation? 

Air.  Hoover.  It  is  a  condition  of  the  trade  that  has  existed  before, 
and  the  reverse  of  that  picture  is  the  difficult  thing  to  work  out.  If 
the  price  of  sugar  were  to  increase  with  freight  distance  from  given 
points  it  would  be  a  matter  of  considerable  difficulty.  The  tendency 
of  the  beet  grower  is  to  sell  his  sugar  at  a  given  point  at  what  he 
can  compete  for  from  other  points,  and  we  have  not  desired  to  upset 
the  entire  custom  of  the  trade. 

Senator  Jones.  In  other  words,  you  found  this  custom  prevailing, 
and  you  have  not  had  either  occasion  or  opportunity  to  inquire  into 
the  justice  of  that  institution? 

Mr.  Hoover.  No.  It  was  a  condition  of  distribution,  and  it  has 
not  been  our  view  to  upset  those  things  in  the  infinitesimal  fractions 
that  they  run  into. 

Senator  Jones.  I  think  I  can  voice  quite  a  unanimous  request 
from  the  people  of  that  section  of  the  country  that  you  do  take  that 
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in  hand  in  the  near  future  and  see  if  something  can  not  be  done  re- 
garding it. 

Mr.  Hoover.  I  will  have  it  looked  into. 

Senator  Jones.  I  am  also  requested  to  inquire  whether  or  not 
anything  is  in  contemplation  regarding  the  supply  of  labor  for  the 
beet  fields  of  that  section  of  the  country. 

Mr.  Hoover.  That  problem  does  not  lie  with  me.  It  lies  with 
either  the  Department  of  Labor  or  the  Department  of  Agriculture. 

Senator  Jones.  In  view  of  your  request,  Senator  Heed,  I  believe 
I  will  stop  right  here. 

The  Chairman.  Mr.  Hoover,  did  you  bring  over  the  papers,  the 
press  matter,  that  was  asked  for? 

Mr.  Hoover.  They  have  not  come  up  yet,  but  I  will  get  them  up 
to  you. 

iTie  Chairman.  You  will  send  them  up  to  us? 

Mr.  Hoover.  Yes. 

The  Chairman.  In  connection  with  this  testimony,  I  desire  to 
put  in — ^I  only  mention  it  now  for  the  record — ^the  tables  on  the 
prices  of  sugar  as  they  existed  and  the  prices  of  flour,  and  also  the 
English  prices  as  far  as  I  have  them  in  tables. 

'fiiat  will  be  all,  Mr.  Hoover.  We  are  very  much  obliged  to  you, 
sir,  and  will  thank  you  to  send  us  those  papers.  We  will  now  hear 
Mr.  McGhee,  the  attorney  general  of  Ohio,  on  the  coal  question. 

I  will  say  to  those  who  are  here  in  connection  with  the  sugar  hear- 
ing that  we  will  go  on  and  conclude  it.  We  are  breaking  in  on  it 
now  to  accommodate  the  attorney  general  of  Ohio,  who  comes  here 
on  the  coal  situation. 

(The  subcommittee  thereupon  proceeded  to  hear  a  witness  on  the 
subject  of  coal,  after  which  it  adjourned  until  to-morrow,  Friday, 
January  4,  1918,  at  10.30  o'clock  a.  m.) 

(The  following  tables,  marked  "Exhibit  No.  169a"  and  "Exhibit 
No.  169b,"  are  here  printed  in  full:) 

Exhibit  No.  169a. 

Mr.  Hoover  came  to  Washington  and  first  started  his  propaganda  for  food 
control  on  May  8,  1917.  He  received  a  temporary  appointment  as  food  dic- 
tator on  May  19,  1917.  He  received  a  permanent  appointment  as  food  dictator 
wfaen  the  food  act  finally  went  Into  effect  on  August  10,  1917.  The  table  Indi- 
cates the  rise  In  price  after  his  propaganda  commenced. 

88464—18 45 
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Table  shotoing  sugar  prices  of  the  American  Sugar  Refining  Co.,  which  corUroU 
a  large  part  of  the  sugar  business  of  the  United  States,  for  the  years  19]B 
an4  1911  by  weeks, 

[Taken  from  WlUett  ft  Gray*s  Statistical  Sugar  Trade  Journal.] 


1917. 

Jan.  4 

Jan.  11.... 

Jan.  18 

Jan.  25 

Feb. 1.... 
Feb.  8.... 
Feb.  16... 
Feb.  21... 
Mar.  1.... 
Mar.  8.... 
Mar.  15... 
Mar.  22... 
Mar.  29... 
Apr.  4..,. 
Apr.  12... 
Apr.  19... 
Apr.  26... 

May  3 

May  10... 
May  17... 
May  24... 
May  31... 
June  7.... 
June  14... 
June  21... 
June  28... 


Ameri- 
can list. 


S6.75 
6.76 
6.76 
6.75 
6.75 
6.75 
7.00 
7.25 
7.00 
7.00 
7.00 
7.00 
7.25 
7.26 
7.50 
7.50 
7.50 
7.50 
7.50 
7.60 
7.60 
7.50 
7.50 
7.60 
7,50 
7.50 


1917. 
Julys.... 
July  12... 
July  19... 
July  26... 
Aug.  2.... 
Aug.  9.... 
Aug.  16... 
Aug.  23... 
Aug.  30... 
Sept.  6.... 
Sept.  13... 
Sept.  20... 
Sept.  27... 

Oct.  4 

Oct.  11.... 
Oct.  18.... 
Oct.  25.... 
Nov.  1.... 
Nov.  8.... 
Nov.  15... 
Nov.  22. . . 
Nov.  28... 

Dec.  6 

Dec.  13... 
Dec.  20... 
Dec.  27... 


Amart" 
can  list. 


$7.50 
7.50 
7.e5 
7.75 
8.15 
&40 
8.40 
&40 
8.40 
&40 
8.40 
8.40 
8.40 
8.35 
&36 
8.35 
8.36 
8.36 
8.35 
8.36 
8.35 
8.35 
8.35 

18.15 
8.15 
8.15 


I! 


1916. 

Jan.  0 

Jan.  13.... 
Jan.  20.... 
Jan.  27.... 
Feb.  3.... 
Feb.  10... 
Feb.  17... 
Feb.  24. . . 
Mar.  2.... 
Mar.9.... 
Mar.  16. . . 
Mar.  23... 
Mar.  30... 
Apr.  6.... 
Apr.  13... 
Apr.  19... 
Apr.  27... 

May  4 

May  11.,., 
May  18.... 
May  26.... 

Junel 

Junes 

June  15... 
June  22. . . 
June  29... 


Anari* 
can  list.! 


i| 


$5.95 
5.75 
5.85 
5.85 
6.00 
6.00 
6.10 
6.26 
6.35 
6.50 
6.90 
6.90 
7.00 
7.00 
7.16 
7.26 
7.40 
7.60 
7.65 
7.65 
7.66 
7.65 
7.65 
7.65 
7.65 
7.66 


1916. 

July  6 

July  13 

July  20. 

July  27 

Aug.3 

Aug.  10 

Aug.  17 

Aug.  24 

Aug.  31 

Sept.  7.......... 

Sept.  14. 

Sept.  21 

Sept.  28 

Oct.  5. 

Oct.  11 

Oct.  19 

Oct.  26 

Nov.  2 

Nov.  9 

Nov.  16 

Nov.  23 

Nov.  29 

Dec.  7 

Dec.  14. 

Dec.  21 

Dec.  28 


t7.65 

7.65 
7.65 
7.« 
7.65 
7.» 
7.00 
7.  on 
7.00 
6.25 
t^: 
6.75 

7.III 
7.15 

^    ?2 

7.5) 
7.5(1 
7.50 
7.SM 
7.30 
7.5i' 
7.21 
7.11 
7.  OS 
6.»3 


>  Hoover's  agreed  price. 


Hoover  arrived  in  Washington  May  3,  1917. 

Appeared  before  Senate  committee  advocating  food  control;  started  W:« 
propaganda  claiming  there  would  be  shortage  of  foodstuffs  May  7,  1917. 

Appeared  before  House  committee  claiming  that  above  all  we  should  create 
in  the  minds  of  the  people  an  imaginative  alarm  about  food  situation  so  tber 
would  save.  May  17. 

Received  temporary  appointment  as  food  dictator  from  President  May  19. 

Food  control  bill  introduced  in  the  House  June  11,  1917. 

Reported  in  House  June  15. 

Passed  House  June  23. 

Reported  in  Senate  June  27. 

Passed  Senate,  July  21. 

Report  of  conferees  August  8. 

Bill  finally  enacted  and  Hoover  appointed  August  10. 

International  Sugar  Committee  appointed  September  21. 

KxHiiuT  No.  IGOh. 


In  the  ruble  vvhicli  follows,  the  wholesale  price  represents,  in  each  cast?,  tin 
mean  of  the  hlp:h  and  tlie  low  quotations  on  tiie  date  selected,  while  the  retai' 
price  is  the  simple  average  of  all  prices  reported  for  the  article  and  city  in 
question.  For  convenience  of  compari.<5on  with  retail  prices,  beans  and  o^rn 
meal  are  here  quoted  by  the  pound,  wholesale,  instead  of  the  customary  10" 
pounds.  Similarly,  to  facilitate  comparison  with  the  wholesale  price,  flour  ai 
retail  is  priced  by  the  barrel  instead  of  the  (>ne-el!2:hth  barrel.  In  this  table  tin* 
wholesale  price  of  fancy  patent  flour  at  St.  Louis  is  shown  instead  of  the  tirsi 
patent  tiimr  inchuled  in  the  table  published  in  the  November  Issue  of  the 
Monthly  Review,  ns  this  is  believed  to  offer  a  better  comparison  with  tbe 
i)ran(l  quoted  at  retail.^  The  initials  W.  an<l  K.  ai*e  used  to  designate  whole«i!p 
and  retail  prices,  respectively. 

1  Wholesale  prices  of  fancy  patent  flour  at  St.  Louis  for  the  months  shown  In  the  November  issue  <tf  th« 
Monthly  Review  and  not  in  the  present  issue  are  as  follows:  September,  191S,  94,90(^  SeptMnber,  1914- 
16.324;  September.  191A.  95.200;  September.  1916.  $7,300. 
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Wholeaalv  and  retail  prices  of  iinpoitant  food  articleH  in  selected  eities.  October, 
11) Id  to  lifli'i,  and  January,  April,  July,  August,  September,  and  October,  1917. 

(Table  taken  from  the  Monthly  Review  of  the  Bureau  of  Ijabor  Statletlcs,  Not..  1017. 

p.  91.] 

[The  initials  W- wholesale;  R- retail.] 


Article  and  dty. 


Bacon,  short  clear  sides,  Chi- 

Bacon,  sliced .  Chicago R . . 

Beans,    medium,   cnoice,   New 

York W.. 

Beans,  navy,  small,  white.  New 

York R.. 

Beef: 

Fresh,  carcass,  Qilcago..  .W . . 

Round  steak,  Chicago R . . 

Fresh,  sides,  New  York. . .  W . . 

Rib   roast,   bone   in,    New 

Butter,   creamery,   extra,    Chi- 

Butter,  creamery,  extra,  Chi- 
cago  R.. 

Butter,  creamery,  extra.  New 
York W.. 

Butter,  creamery,  extra.  New 
York R.. 

Butter,  creamery,  extra,  San 
Francisco W . . 

Butter,  creamery,  extra.  Ban 
Frandsoo R.. 

Cheese,  whole  milk,  American 
twins,  Chicago W . . 

Cheese,  full  cream,  American, 
Chicago R.. 

Cheese,  whole  milk.  State,  New 
York W.. 

Chf<ese,  full  cream,  American, 
York R.. 


Cheese,  lEUicy.  California  flats, 
San  FrancLSOo W.. 

Cheese,  full  cream,  American, 
San  Frandsca R.. 

Eggs,  fresh,  firsts,  Chicago W . . 

Eggs,  strictly  trcsh,  Chicago. ..R.. 

EgKs,  fresh,  firsts,  New  York.W.. 

Eggs,  strictly  fresh.  New 
York R.. 

Eges,  fresh,  extra,  pullets',  San 
F  rancisco : W . . 

Kjtgi,  strictly  fresh,  San  Fran- 
cisco  R.. 

Flnur,  winter  patents,  Kansas 
Citv W.. 

Flour,  Aristos,  Kansas  City...R.. 

Flour,  standard  patents,  Minne- 
apoiis W.. 

Flour.  Pillsbury's  Best,  Minne- 
apolis  R.. 

Flour  ,Cancy  patents,St.Louis.W. . 

Flour,  Gold  Medal,  St.  Louis. R.. 

Ham,  smoked,  Chicago W . . 

Ham,  smoked,  sliced,  Chicago .  R . . 

Lamb,  dressed,  round,  Chi- 
cago  W.. 

Lamb,  leg  of,  yearling,  Chi- 
cago  R.. 

Lard,     prime,    contract.    New 

YnrV  Wr 

Lard,  pure,  tub.  New  York. .  .R . . • 

Meal,  corn,   fine,   yellow,   New  ' 

York  W    ' 

Meal,  com.  New  York R . . , 

Milk. fresh  Chicago W.J 


Unit. 


Lb. 
Lb. 

Lb. 

Lb. 

Lb. 
Lb. 
Lb. 

Lb. 

Lb. 

Lb. 

Lb. 

Lb. 

Lb. 

Lb. 

Lb. 

Lb. 

Lb. 

Lb. 

Lb. 

Lb. 
Dot. 
Doe. 
Doz. 

Doz. 

Due. 

DOK. 

Bbl. 
Bbl. 

Bbl. 

Bhl. 

Bbl. 

Bbl. 

Lb. 

Lb. 

Lb. 

Lb. 

Lb. 
Lb. 

Lb. 
Lb. 
Qt. 


October. 


1917 


1913 


1914 


to.  120 
.827 

.038 


I 


.216 
.130 


10.137 
.834 

.047 


.180     .144 


.238 
.135 


.216;  .222 

.290  .295 

.806  .310 

.375'  .372 


.335 
.400 
.153 


.161 


.165 


.255 
.333 
.290 

.479 

!    .350 

.564 

4.075 
5.900 

4.450 

5.600 


.305 
.379 
.128 


.145 


.130 


.220 
.301 
.250 


10.113 
.814 

.069 

.067 

.138 
.254 
.128 

.226 

.275 

.324 

.291 

.339 

.270 

.342 

.140 

.230 

.148 

.234 

.165 

.226 
.253 
.340 
.300 


$0. 162  80. 158 
.329     .816 


.395 
.068     .108!    .130 

I  I 

I 

.119!    .1491    .162 


80. 218JI0. 247110. 261 
.429 


Sept 


.439J 
.154 
.188 


.138  .138  .160!  .163 

.235  .227!  .236|  .266 

.130  .133|  .173  .163 

.231  .238!  .270  .279 


.150 

.189 

.168 
.273 
.170 


$0,274 
.476 

.135 

.185 

.190 
.281 
.185 


Oct. 


.2861    .298 


.845,  .370,  .440<  .375  .394 
.394  .438i  .484  .432  .448 
.350     .395     .450;     .395!    .408 


.408     .460     .513     .453 
.340     .355     .390     .385 


.404{  .425'  .452 

.186!  .218  .223 

.277'  .321;  .327 

.208  .220  .245 


.455 
.216 
.339 
.238 


.255     .301     .335.    .328 


.421     .456 


.335 

.533 

5.075 
0.534 


7.000 


.385 

.542 

5.050 


.165 

.238 
.308 
.383 
.345 

.517 

.435 

.558 

?.550 


.470 
.435 
.504 
.215 
.342 
.229 
.331 


.425 
.484 
.444 
.507 
.435 
.530 
.240 
.344 


10.818 
.475 

.188 

.185 

.190 
.278 
.188 

.298 
.435 

.487 
.443 
.515 
.460 
.545 
.246 
.368 


.2441    .255 
.338     .340 


.180     .215.    .200.    .235!    .235 


.242     .297 
.485     .305 


.297!    .306     .316     .316 


.310     .323     .385 


.220 


.370 


.525     .376'     .400     .428     .405     .469 


7.300'  9.700 


5.750  5.550 


6.400 


4.150  5.075   5.325 


6.200   7.400 


&850 

10.000 
7.600 


.104 
.320 


.173 
.346 


.135     .135 


6.880,  9. 067 


.505  .330 

.667  .424 

.380  .280 

.480  .374 


.350     .380  .413  .400 

.47?    .544|  .592!  .627 

.320     .370  .430|  .435 

.476  .538* 


392 


8.95011.450'11.150 


10.60013.689 


9.45011.02512.000 


10. 800 13. 200 
8.67511.375 


13.680 


13. 424 


608 


12.900:10.  700!  10. 500 
14. 320' 13. 289|  13. 060 

13.200n.350'10.550 

14.33612.206'll.98l 


11. 375 12. 875:10. 800  U.  250 
10. 587  12. 853  13. 200 14. 800^  13.  700 13. 100 


.163     .193'    .188     .243 
.328     .359     .333     .382 


.1651    .170 


.198     .204'    .204     .223 

.1071    .102'    .100     .152 
.163'    .159:    -ISO     .196 


.OI61  .019 
.035  .036 
.040     .043 


.017]  .021 
.035|  .044 
.039;    .045 


.200  .220 

.232  .263 

.159  .215 

.213  .263 

.027  .081 

.051  .057 

.045  .054 


.243     .  23:^     .263 
.414     .407;    .439 


.260 
.287 


.230     .280 
.288     .320 


.283 
.439) 

.S7C> 

.3U 


.226,    .240     .246^ 


.201 

.274,  .275!  .294 

.040  .052  .OSO 

.070!  .067  .076 

.047  .051,  .Ofl 


.3ia 

.049 

.082 

074 
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Wholesale  and  retail  prices  of  important  food  articles  in  selected  cities,  Octohfr. 
191S  to  1916,  and  January,  April,  July,  August,  September,  and  Octoher, 
1917— Gontiiiued. 


Artlclo  and  city. 


Milk,  fftah.  bottied,  ddivered. 

Milk,  ftesh,  New  York W.. 

MUk,  frash,  botUed,  delivered, 

MUk,  fresh.  San  Franclioo W.. 

Milk,  fteeh,   bottled,  dellTered. 

San  Franoisco ..R.. 

Potatoes,  white,  good  to  choice. 

Potatoes,  Chicago R.. 

Poultry,    dressed    fowls,    New 

Pooltiy,    hens,    dresaed.    New 

Vnrlr  R 

Rice,  head,  Honduras,  New  Or- 

Rioe,  head,  Louisiana,  New  Or- 
leans  R.. 

Sugar,  granulated.  New  York.W. . 
Sugar,  granulated,  New  York .R. . 


Unit. 


8*- 

Qt. 


% 


t.' 


Qt. 

Bu. 
Bu. 

Lb. 

Lb. 

Lb. 

Lb. 
Lb. 
Lb. 


October. 


1017 


1013 

1014 

1915 

K).060 
.040 

10.080 
.040 

sao8o 

.088 

.000 
.080 

.000 
.000 

.000 
.088 

.100 

.100 

.100 

.005 
LOOO 

.480 
.776 

.015 

.7901 

.185 

.195 

.220 

.218 

.228 

.220 

.051 

.048 

.048 

.07V) 
.048 
.054 

.042 
.040 

.030 
.000 

1916  ,  Jan. 


10080 


.060.    .051 


.008 
.088 

.100 

1.900 
1.040 


.250 

.043 

.073 
.070 
.074 


.100 
.088 

.100 

1.750 
2.870 

.220 

.201 

.048 

.074 
.000 
.074 


Apr. 


10080.10080.100^10080.18 
—     .060    .000]    .060   .OR 


.049 

.100 
.088 

.100 

2.700 
3.455 

.966 


.049 

.068 
.081 
.087 


Aag.|Sept  Oct 


.114 
.043 


.126 
.043 


.100;     .100 


1.6251  1. 


600 
2.97^1  2.012 

.248:    .2401 


.m;  .138 
.0681  .es 


.121 


.m 


LSSO*  LIS 
1.023:  MM 


.287) 

.071 

.101 
.074 
.064 


.2SS  .3SS 

.315  .SS 

.072'    .on  .077 

I 

.1081    .101  M 

.OQJ    .082  06 

.0001    .097  .<B>7 
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FBIBAY,  JANUABY  4,   1918. 

United  States  Senate, 
Subcommittee  op  the  Committee  on  Manufactubes. 

Washington^  D.  C. 

The  subcommittee  met  at  10.80  o'clock  a.  la.,  Senator  James  A. 
Keed  presiding. 

Present:  Senators  Beed  (chairman),  Vardaman,  Jones,  Lodge, 
and  Kenyon. 

Senator  Kenyon.  I  want  to  put  in  a  couple  of  letters,  Mr.  Chair- 
man, on  the  coal  situation  in  Pennsylvania. 

The  Chairman.  I  do  not  suppose  they  ought  to  go  in  as  evidence. 

Senator  £[en yon.  No  ;  I  think  they  can  be  received  as  a  source  of 
information,  not  to  go  into  the  record. 

TESTIHOHY  OP  T.  V.  KNIGHT. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  You  reside  where? 

Mr.  Knight.  In  New  York. 

The  Chaibman.  What  is  your  present  occupation? 

Mr.  Knight.  I  am  a  contributor  to  the  trade  and  technical  press 
in  matters  relating  to  Cuban  commercial  affairs,  and  principally 
with  regard  to  tobacco  and  sugar;  and  I  compile  statistics  on  Cuban 
commercial  lines,  in  relation  to  the  agricultural  output  of  the  island ; 
and  perform  kindred  service  which  relates  to  Cuban  commercial  in- 
terests. 

Also  now  I  am  undertaking  the  supervision  of  an  exhibit  for  the 
National  Foreign  Trade  Council,  which  will  have  to  do  with  thci 
imports  and  exports  of  Cuba  to  and  from  this  country,  which,  of 
course,  are  principally  sugar  and  tobacco. 

The  Chairman.  The  National  Foreign  Trade  Council  of  what 
country? 

Mr.  Knight.  Of  the  United  States. 

The  Chairman.  Prior  to  this  employment  that  jrou  are  now  en- 
gaged in  had  you  been  in  the  newspaper  business  principally  during 
your  life? 

Mr.  Knight.  Yes,  sir;  I  was  one  of  the  editors  of  the  New  York 
Times  and  have  contributed  to  magazines,  newspapers,  and  trade 
and  technical  journals  on  various  matters,  but  for  the  last  five  years 
I  have  addressed  myself  principally,  as  an  avocation  originally,  to 
Cuban  commercial  affairs  and  now  devote  my  exclusive  attention 
to  those  matters. 
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The  Chairman.  Without  going  into  details,  I  will  ask  you  if  this 
employment  has  led  you  to  study  the  question  of  the  production  of 
sugar  in  Cuba,  the  trade  conditions  existing,  the  methods  of  dLq)osi- 
tion  of  the  sugar;  in  other  words,  whether  it  has  led  you  to  study 
the  question  from  the  point  of  production  to  the  point  of  finid 
distribution  and  sale? 

Mr.  Knight.  I  have  done  so;  yes,  sir;  intensively  and,  I  believe, 
exhaustively. 

The  Chairman.  Have  you  visited  the  island  of  Cuba  ? 

Mr.  Knight.  Freauently. 
.    The  Chairman.  Have  you  been  in  touch  with  the  sugar  situation 
from  the  planter's  standpoint! 

Mr.  Knight.  I  have. 

The  Chairman.  Mr.  Bjiight,  I  wish  you  would  tell  us  in  a  brief 
way  about  the  sugar- plantations  in  Cuba  and  how  the  sugar  is  pro- 
duced, up  to  the  point  that  it  passes  through  the  plantation  mill.  I 
ask  just  a  brief  account. 

Mr.  Knight.  To  understand  this  basically — and  I  shall  be  brief — 
I  would  sav,  first,  that  the  so-called  colono  svstem,  which  is  to  all 
intents  and  purposes  a  tenant-farmer  system,  governs  throughout 
Cuba,  but  principally  in  the  four  western  Provinces  of  the  Island, 
which  are,  going  from  west  to  east,  Pinar  del  Rio,  Habana,  Matanzas. 
and  Santa  Clara.  These  four  Provinces  produce  60  per  cent  of  the 
total  amount  of  the  raw  sugar  produced  on  the  island.  In  the  twfi 
eastern  Provinces,  which  are  Camagiiev  and  Oriente,  formerly  known 
as  Puerto  Principe  and  Santiago  de  Cuba,  are  the  high-efficiency 
mills,  which  not  only  grind  the  cane  from  the  small  tenant  farmer, 
but  maintain,  either  through  ownership  or  lease,  large  areas  which 
are  devoted  to  the  raising  of  .so-called  administration  cane.  In  tliv^ 
latter  category  are  the  two  large  American  corporations — the  Culan- 
American  Sugar  Co.  and  the  CuV)a  Cane  Sugar  Co.,  whose  figures, 
I  think,  you  read  into  the  record,  as  to  the  prices  they  received  for 
their  raw  product  during  the  early  part  of  last  year. 

In  these  four  western  Provinces  the  colono  is  generally  an  am- 
bitious and  generally  a  young  farmer,  the  head  of  a  family,  or  the 
son  of  a  man  who  has  raised  sugar  during  his  entire  life  and  has 
survived  the  exigencies  and  crises  through  which  the  sugar  industn' 
has  passed  since  Cuba  became  a  nation.  These  colonos  are,  as  the 
Senator  from  Mississippi  will  well  understand,  a  great  deal  like  the 
old  tenant  farmers  in  the  South — always  in  debt.  That  is,  they  are 
ambitious  to  increase  the  supply  and  to  increase  the  acreage  which 
they  have  under  control,  and  they  are  in  the  habit  of  putting,  aside 
from  the  necessary  modicum  of  the  produce  from  their  crop  which 
goes  to  the  maintenance  of  their  families  and  themselves,  the  re- 
mainder of  their  accretions  into  increased  acreages  which  they  can 
cultivate. 

They  sell  their  cane  to  the  plantation  mill,  which  has  a  contract 
with  them,  usually  over  a  period  of  one  crop  or  one  zafra,  as  it  is 
called. 

The  method  of  payment  or  reimbursement,  rather,  to  the  colono 
is  in  the  manufactured  raw  sugar  which  is  produced  from  his  cane 
rather  than  in  cash.  This  is  important  to  bear  in  mind,  because  you 
will  note  that  the  burden  of  receiving  actual  cash  or  the  medium  of 
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exchange  for  what  he  produces  does  not  rest  on  the  person  to  whom 
the  colono  sells  his  sugar,  but  on  the  existenise  of  a  market  where  he 
can  sell  what  he  has  produced.  In  other  words,  the  agency  which 
buys  what  he  has  produced  does  not  pay  him  in  the  medium  of 
exchange. 

The  Chairman.  In  money? 

Mr.  Knight.  No,  sir. 

The  Chairman.  What  do  they  pay  him  in? 

Mr.  Knight.  In  sugar. 

Senator  Vardaman.  Does  he  lease  the  land  on  which  he  grows  his 
crop?  • 

Mr.  Knight.  He  usually  leases  it  or  it  is  allotted  to  him. 

Senator  Vardaman.  And  like  some  of  the  tenant  farmers  of  the 
South,  as  you  suggest — ^though  I  would  say  they  are  not  in  debt  now 
as  they  used  to  be — ^he  gives  a  part  of  the  sugar  crop  for  the  rent 
of  the  land.    Is  that  the  way  it  is  done  ? 

Mr.  Knight.  Yes,  or  conversely,  he  receives  a  part  of  what  he 
produces  for  his  labor  in  producing  the  cane  on  some  one's  else  land, 
or  in  having  the  cane  ground  and  turned  into  raw  sugar. 

The  Chairman.  So,  that  at  the  end  of  the  cropping  period,  the 
amount  of  it  is  this,  that  the  man  Who  has  raised  the  sugar — the 
tenant  or  the  colono,  as  you  call  him — ^has  received,  instead  of  money 
for  his  crop,  a  part  of  the  crop  produced  in  the  form  of  sugar,  and 
that  represents  his  year's  compensation  or  production. 

Mr.  Knight.  Precisely. 

The  Chairman.  You  say  the  financial  condition  of  these  colonos  is 
one  of  being  in  debt? 

Mr.  Knight.  During  the  greater  portion  of  the  year  their  eco- 
nomic position  is  harzardous. 

The  Chairman.  You  mean  bv  that  that  some  one  carries  them, 
loans  them  money,  furnishes  them  with  provisions  and  supplies? 

Mr.  Knight,  "^es. 

The  Chairman.  And  then  at  the  end  of  the  year,  when  the  crop 
period  is  concluded,  they  have  their  sugar  to  pay  with,  or  the  money 
they  get  for  their  sugar. 

Mr.  Knight.  Yes. 

Senator  Vardaman.  What  rent  do  these  people  pay  for  the  land. 
or  what  part  of  the  crop  ? 

Mr.  Knight.  The  colono  receives,  as  a  general  rule,  about  6^  per 
cent  of  the  total  yield  of  the  sugar  produced  from  the  cane  which 
he  raises.  In  order  to  understand  that,  I  would  say  that  the  average 
sucrose  content  of  the  cane  is  Hi  per  cent.  Therefore,  the  ratio  of 
what  he  receives  is  as  6^  to  5.  This  is  considered  good  plantation 
practice.  The  ratio  varies,  but  it  will  be  found  that  where  the 
colono  has  received,  due  to  the  mill's  desire  to  realize  a  record  out- 
put, more  than  the  6^  of  the  11^,  this  will  be  equalized  by  a  down- 
ward revision  of  the  contracts  which  the  plantation  makes  with  the 
colono  or  through  the  practice  by  the  plantation  of  increasing  its 
administration  cane;  so,  that  for  purposes  of  consideration,  6^  pier 
cent 

The  Chairman.  You  do  not  mean  6i  per  cent? 

Mr.  Knight.  No. 

Senator  Jones.  Six  and  one-half  shares  of  eleven  and  one-ualf 
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Mr.  Knight.  Yes.  That  is  considered  fair  practice  and  may  be 
regarded  as  typical  throughout  the  western  provinces  of  Cuba. 

The  Chairman.  If  that  is  typical  throughout  the  four  western 
provinces,  what  about  the  others? 

Mr.  Knight.  The  two  eastern  provinces  are  where  most  of  the 
high  efficiency  mills  are  located,  and  there  the  colono  system  has 
been  superseded  to  a  great  de^ee  by  the  entire  administration  sys- 
tem through  the  extension  by  the  great  American  sugar  companies  of 
their  own  cane. 

The  Chairman.  You  speak  of  the  administration  system.  Let  us 
get  that  in  plain  English. 

Senator  Vardaman.  Does  that  mean  that  the  land  is  worked  by 
hired  labor,  that  the  administration  system  is  owned  by  the  com- 
pany, and  that  the  cane  is  produced  by  day  labor? 

Mr.  Knight.  Yes. 

Senator  Vardaman.  That  is  what  you  mean  by  the  administratis 
system? 

Mr.  Knight.  Yes. 

Senator  Vardaman.  As  we  have  it  in  the  United  States,  in  the 
South,  the  planter  furnishes  the  land  and  the  teams  and  the  imple- 
ments of  agriculture  and  feeds  the  teams  and  he  gets  half. 

Mr.  Knight.  The  planter  pays  the  overhead. 

Senator  Vardaman.  Yes,  and  under  the  colono  system,  as  I  under- 
stand it,  the  tenant  works  the  cane,  the  planter  nimishes  the  team 
for  cultivating  it? 

Mr.  Knight.  Not  in  all  cases. 

Senator  Vardaman.  And  the  planter  gets  about  65  per  cent  of  the 
crop. 

Mr.  Knight.  He  gets  6^  shares  out  of  11^. 

Senator  Vardaman.  What  per  cent  is  that? 

Mr.  Knight.  The  colono  gets  about  54  per  cent. 

The  Chairman.  And  in  the  eastern  provinces  where  you  say  the 
administration  system  prevails,  who  principally  controk  the  sugar 
lands  there,  who  is  the  proprietor? 

Mr.  Knight.  The  proprietor  of  the  mill  is  also  the  proprietor  of 
the  land. 

The  Chairman,  Are  there  great  companies  there  owning  mills? 

Mr.  Knight.  There  are. 

The  Chairman.  Do  they  own  large  bodies  of  land? 

Mr.  Knight.  They  do. 

The  Chairman.  Who  are  these  companies,  American  or  Cuban,  or 
both  ? 

Mr.  Knight.  Mostly  American  companies^  in  the  eastern  part. 

The  Chairman.  Can  you  tell  us  the  principal  companies? 

Mr.  Knight.  The  principal  ones,  in  the  order  of  their  importance, 
I  should  say  are  the  Cuban- American  Sugar  Co.,  and  the  Cuba  Cane 
Sugar  Co. 

The  Chair^ian.  Can  you  give  us  the  production  of  those  com- 
painies  as  you  go  along? 

Mr.  Knight.  Yes.  The  Cuban-American  Sugar  Co.  for  the  fiscal 
year  1917,  which  ended  on  September  30,  according  to  their  annual 
statement  which  I  have  here,  produced  298,208  tons  of  raw  supir. 
in  their  six  principal  centrales. 

Senator  Lodge.  They  grind  chiefly  their  own  cane? 
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Mr.  Knight.  Yes. 

Senator  Lodge.  Employ  the  labor  and  grind  their  own  cane? 

Mr.  Knight.  Yes. 

The  Chairman.  Take  the  next  one. 

Mr.  Knight.  The  Cuba  Cane  Sugar  Co.  produced  452,035  tons  in 
1916-17,  and  484,000  in  1915-16 

The  Chairman.  Take  the  next. 

Mr.  Knight.  The  United  Fruit  Co.  produced  107,802  tons  in 
1916-17,  and  128^46  in  1915-16.  The  others  are  of  less  consequence. 
The  Cuba  Cane  Sugar  Co.  operates  a  great  number  of  centrales. 

The  Chairman.  Can  you  state  approximately  what  proportion  of 
the  Cuban  crop  is  controlled  by  these  three  great  companies  ? 

Mr.  E[night.  I  can  not.  It  constitutes  a  large  economic  factor 
when  the  marketingof  the  crop  is  considered,  due  to  their  low  costs. 

The  Chairman.  Will  you  give  us  a  proportion  later  ? 

Mr.  Knight.  Yes. 

The  Chairman.  Do  the  costs  of  production  of  sugar  in  Cuba  vary 
greatly? 

Mr.  Knight.  They  do. 

The  Chairman.  Who  produces  the  cheapest? 

Mr.  Knight.  The  two  la^e  American  companies,  the  Cuban- 
American  Sugar  Co.  and  the  Cuba  Cane. 

The  Chairman.  Is  the  United  Fruit  Co.  a  dose  second? 

Mr.  Knight.  Undoubtedly.  The  Central  Boston  is  a  high  effi- 
ciency mill,  but  it  is  smaller. 

The  Chairman.  These  three  companies  have  great  mills? 

Mr.  Knight.  Yes. 

The  Chairman.  Do  they  produce  a  white  granulated  sugar? 

Mr.  Knight.  They  produce  a  96-degree  polarization  Cuban  raw 
sugar  in  these  mills. 

The  Chairman.  Outside  of  these  three  great  companies,  how  do 
the  costs  of  production  vary  ? 

Mr.  Knight.  They  vary  as  to  the  efficiency  of  the  mill,  as  to  the 
efficiency  of  the  transportation  facilities  in  bringing  the  cane  to  the 
mills,  some  of  which  are  very  primitive  in  the  four  western  Provinces, 
the  cane  being  brought  in  some  instances  long  distances  by  ox  teams, 
and  vary  also  by  the  distance  from  the  terminals,  and  the  fertility  of 
the  soil,  the  necessity  of  replanting  it  more  frequently  in  the  western 
than  in  the  eastern  end  of  the  island — all  are  contributory  factors  to 
higher  cost  of  production. 

The  Chairman.  Have  you  some  photographs  that  disclose  the 
methods  of  transportation  and  cultivation  of  the  cane  in  Cuba? 

Mr.  Knight.  I  have  a  large  file  in  New  York  of  such  photo- 
graphs, but  I  have  here  two  which  I  regard  as  typical  and  possibly 
will  be  of  interest  to  the  members  of  the  committee.  The  first  is  a 
panoramic  view  of  the  Central  Delicias,  which  is  considered,  with 
one  exception,  the  highest  efficiency  sugar  mill  in  the  world. 

The  Chairman.  And  it  belongs  to  what  company? 

Mr.  Knight.  The  Cuban-American  Co. 

(Thephotograph  referred  to  was  marked  " Exhibit  175.") 

Mr.  Bright.  That  mill  up  to  this  year  had  a  normal  production  of 
600,000  bags  a  year,  and  it  is  expected  to  grind  this  season  in  excess 
of  that  amount,  because  during  the  past  season  extensive  additions 
were  made  to  its  mechanical  equipment.    Here  is  another  photograph 
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of  a  mill  which  I  have  selected,  submitted  to  me  by  the  well-known 
firm  of  Underwood  &  Underwood,  which  I  regard  as  typical  of  what 
you  might  call  the  run-of-mine  Cuban  country  mill,  x  ou  will  see  a 
span  of  oxen  in  the  foreground  cultivating  the  cane  in  the  shadow  of 
tne  mill,  and  that  seems  particularly  fortuitous  in  view  of  the  ques- 
tions we  are  considering  here. 

(The  photograph  referred  to  was  marked  "  Exhibit  176.") 

The  Chairman.  You  say  that  this  is  typical? 

Mr.  Knight.  I  may  state  that  of  the  220  sugar  mills  on  the  island 
of  Cuba,  211  of  which  actively  ground  last  season,  that  mill  may  be 
regarded  as  fairly  representative  of  50  per  cent  of  the  mills  on  the 
island. 

The  Chairman.  The  oxen  and  the  man  shown  in  the  foreground 
represent  the  methods  of  tillage? 

Mr.  Knight.  Thev  do  in  the  vicinitv  of  an  averaee  efficiencv 
typical  mill. 

The  Chairman.  Have  you  some  other  photographs?  I  would  like 
to  put  them  in  at  this  time,  if  you  have? 

Mr.  Knight.  I  have  here  a  photograph  of  the  interior  of  a  mill, 
which  is  a  companion,  you  might  say  a  twin  unit  of  the  Central 
Delicias,  and  if  anything  a  better  production  mill  than  the  Delieias, 
and  this  photograph  shows  some  of  the  involved  machinery  used  in 
the  crushing  of  the  cane  and  the  making  of  the  raw  sugar  therefrom. 

(The  photograph  referred  to  was  marked  "  Exhibit  177.") 

The  Chairman.  I  do  not  think  we  need  print  Exhibit  177.  It  is 
just  an  interesting  thing. 

Mr.  Knight.  Here  is  a  photograph  of  some  Cuban  colonos  en- 
gaged in  what  to  them  is  a  daily  task  in  cultivating  what  reaches  the 
market  in  the  form  of  60  per  cent  of  the  production  of  Cuban  cane 
sugar. 

Trhe  photograph  referred  to  was  marked  "  Exhibit  178.") 

The  Chairman.  Would  you  say  that  photograph  Exhibit  178  rep- 
resents the  cultivating  and  producinsr  of  cane  outside  of  the  great 
companies  to  which  you  have  referred? 

Mr.  Knight.  I  can  not  say  accurately,  but  it  is  so  familiar  that  I 
should  regard  it  as  typical  of  that  locality. 

Senator  Vardaman.  I  want  to  ask  you  what  per  cent  of  that  land 
is  owned  in  small  bodies? 

Mr.  Knight.  I  can  not  give  you  the  exact  acreage,  but  60  per  cent 
of  the  Cuban  crop  is  produced  under  the  colono  system. 

Senator  Vardaman.  The  colono  system  does  not  involve  the  owner- 
ship by  the  tenant.  It  is  that  produced  by  the  tenant  renting  the 
land  from  somebodv  else. 

Mr.  Knight.  On  shares ;  yes,  sir. 

The  Chairman.  Is  verv  much  of  that  land  owned  in  small  farms? 

Mr.  Knight.  There  is  in  the  western  part  of  the  island,  but  the 
plantation  mill  is  the  unit,  it  is  the  heart  of  the  local  ^stem  of  sugar 
production  throughout  the  four  western  Provinces. 

Senator  Jones.  The  plantation  owner  does  not  own  all  of  the 
land,  does  he? 

Mr.  Knight.  He  does  not. 

Senator  Jones.  What  share  of  the  sugar  goes  to  the  owner  of  the 
land,  and  what  share  to  the  mill  for  grinding  the  cane,  and  what 
share  to  the  tenant  who  cultivates  the  cane? 
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Mr.  Knight.  As  I  said,  out  of  the  11^  per  cent,  which  is  the  aver- 
age yield  of  raw  sugar  from  the  cane,  the  tenant  receives  6^  shares 
and  the  mill  owner  retains  5  shares.  That  is  considered  good  mill 
practice. 

Senator  Jones.  What  about  the  landowner? 

Mr.  Knight.  The  landowner,  if  he  is  not  the  mill  owner,  is  the 
tenant. 

Senator  Jones.  In  other  words,  you  do  not  have  any  people  who 
own  the  land  and  rent  that,  but  who  do  not  own  the  mill  ? 

Mr.  Knight.  If  so,  the  acreage  is  negligible. 

The  Chairman.  Generally  speaking,  then,  the  mill  controls  the 
land? 

Mr.  Knight.  Yes. 

The  Chairman.  And  the  mill  leases  the  land  to  the  tenants? 

Mr.  Knight.  Yes. 

The  Chairman.  As  a  general  proposition? 

Mr.  Knight.  It  must.    Otherwise  the  land  would  be  valueless. 

The  Chairman.  Then  the  tenant  produces  the  cane  and  carries  ir 
to  the  mill  owner  ? 

Mr.  Knight.  Yes ;  at  the  mill  owner's  expense. 

The  Chairman.  And  the  mill  owner  proceeds  then  to  extract  the 
su^r? 

Mr.  Knight.  Yes. 

The  Chairman.  And  then  the  tenant  gets  his  share,  which  is  about 
55  per  cent? 

Mr.  Knight.  Yes ;  a  little  more  than  six-elevenths  of  the  sugar. 

The  Chairman.  We  have,  then,  this  situation,  which  I  want  to 
understand,  and  I  think  perhaps  the  committee,  that  the  planter,  who 
has  been  carried  all  winter  by  somebody,  is  left  at  the  end  of  the  sea- 
son with  his  sugar.  As  a  general  rule,  who  carries  the  planter?  Is 
it  the  mill  owner  or  dealers  and  traders  or  money  lenders? 

Mr.  Knight.  To  an  extent  that  the  mill  owner  needs  the  planter, 
the  mill  owner  carries  him.  As  soon  as  the  mill  owner  repays  to  the 
planter  his  sugar  in  paj^ment  for  what  he  has  done  during  the  season, 
then  the  planter  must  either  sell  his  sugar  and  liquidate  his  debts,  or 
become  a  charge  upon  a  banker,  as  the  case  may  be.  There  are  manj^ 
money  lenders,  but  few  small  bankers  in  Cuba. 

The  Chairman.  And  vou  say  pretty  generally  these  people  are  in 

debt? 

Mr.  Knight.  Yes;  due  to  the  fact  that  they  are  constantly  increas- 
ing their  acreage,  which  requires  borrowing,  to  increase  their  eHi- 
ciency  as  cultivators  of  cane. 

The  Chairman.  You  have  already  stated  that  the  cost  of  production 
in  different  parts  of  the  island  varies  greatly.  Is  that  occasioned  by 
the  fertility  of  the  soil,  by  the  facility  with  which  a  market  can  be 
reached,  or  by  methods  of  cultivation,  or  by  all  three  of  those  com- 
bined? 

Mr.  Knight.  By  all  three. 

The  Chairman.  It  would  appear  here  from  this  photograph.  Ex- 
hibit 178,  which  you  say  is  typical  of  50  per  cent  of  the  methv,»ds  of 
cultivation,  that  that  is  a  very  primitive  method  of  tilling  the  soil— 
a  team  of  oxen  with  what  appears  to  be  a  very  inferior  plow. 

Mr.  Benight.  Yes. 


716  SHORTAGE  OF  8UGAB. 

The  Chairman.  And  when  you  come  to  the  big  mills,  arc  they 
pretty  well  up  to  date  on  the  methods  of  cultivation  ? 

Mr.  Knight.  Oxen  are  used  to  some  extent  by  the  large  compaiat's. 
It  is  a  fact  that  the  soil  formation  in  eastern  Cuba  is  admii*ably 
adapted  to  the  cultivation  of  cane,  and  that  in  some  places  it  i^^  ^0 
feet  in  depth,  and  that  cane  there  does  not  need  to  be  replanted  as  fre- 
quently as  it  does  in  the  more  worked  areas  of  the  central  and  iivest- 
ern  parts  of  the  island,  where  cane  has  been  raised  for  hundreds  of 
years.  This  increases  the  expense  of  tillage,  all  other  factors  being 
equal. 

Senator  Vardaman.  Do  they  fertilize  the  land  ? 

Mr.  Knight.  They  do ;  yes. 

Senator  Vardaman.  May  I  ask  in  that  connection,  for  my  own 
information,  this  question.  You  speak  of  their  enlarging  their 
planting^  area  ? 

Mr.  Knight.  Yes. 

Senator  Vardaman.  What  per  cent  of  the  sugar-bearing  lands  of 
Cuba  are  in  cultivation?    Have  you  any  knowledge  on  that  subject? 

Mr.  Knight.  We  do  not  know,  because  some  of  the  land  which 
to-day  is  the  finest  cane  land  in  Cuba,  some  three  years  affo  was  a 
wilderness.  There  is  much  more  of  that  land  in  eastern  Cuba  which 
is  undeveloped,  and  some  in  the  central  and  western  portions.  The 
Cuban  Department  of  Agriculture  recently  made  an  investigaticm 
alon^  these  lines,  and  in  their  official  report  appears  a  paragraph 
which  I  shall  read  to  you,  which  may  spread,  some  little  light  on  that 
They  say : 

Cuba  has  about  59  persons  to  the  square  mile;  Java,  595;  HoUand,  454;  Porto 
Rico.  330.  With  all  our  natural  resources  this  island  can  easily  sustain  more 
inhabitants  to  the  square  mile  than  any  of  the  above-named  countries. 

It  is  fair  to  believe  that  any  land  in  Cuba  which  is  not  mountain- 
ous, which  is  not  exposed  to  excessive  erosion  during  the  rainy  sea- 
son, is  ideal  cane  land.  That  paragraph  is  from  an  official  publi- 
cation. 

Senator  Vardaman.  It  does  not  give  the  number  of  acres,  the 
percentage  of  acreage  susceptible  of  cultivation,  not  yet  planted? 

Mr.  Knight.  No,  sir.  If  we  are  to  take  this  crop  at  3,500,000  tons, 
I  would  state  it  as  a  personal  opinion  that  the  island  itself  is  capable 
of  producing  as  high  as  10,000,000  tons  annually,  if  all  of  the  land 
available  for  cane  production  should  be  under  cultivation. 

The  Chairman.  That  island,  then,  in  your  opinion,  is  capable  of 
almost  supplying  the  world  with  sugar? 

Mr.  Knight.  Cuba  can  be  the  world's  sugar  bowl,  and  is  destined 
eventually  to  be.  There  is  a  paragraph  here  from  the  New  York 
Times,  which,  I  think,  sets  that  out.  It  is  from  an  article  appearing 
in  the  editorial  section  of  the  New  York  Times  of  December  2.  It 
savs : 

In  (^ubn  nlone  of  all  sugar-prod ucinp  countries  there  is  acreage  available,  but 
not  yet  under  cane  cultivation,  and  higher  prices  for  their  products  ♦  •  • 
are  c^ssential  to  stimulate,  etc. 

Then  further: 

The  neutrals  of  the  world  are  shouting  for  sugnr  in  vain,  and  a  survey  of  the 
world's  situation  which  the  writer  has  concluded  in  cooperation  with  Europeon 
authorities  impels  the  conviction,  etc. 
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Then  the  conclusion  drawn  is  as  follows: 

Continued  high  prices  to  the  sugar  producer  and  the  regulation  and  eventual 
elimination  altogether  of  the  refiner  so  as  to  safeguard  the  consumer  comprise 
the  only  solution  of  the  problem. 

I  might  state  further,  as  emphasizing  Cuba's  economic  importance 
at  this  time,  that  the  area  of  land  which  has  been  utilized  for  beet- 
sugar  cultivatiouj  both  in  our  own  country  and  in  Europe,  has  con- 
stantly been  feeling  encroachment,  due  to  normal  and  prewar  eco- 
nomic conditions,  of  the  necessity  of  cultivating  grain  for  human 
consumption  or  grain  for  forage  for  meat  animals.  That  is  an  eco- 
nomic condition  which  has  gradually  become  greater  and  greater  all 
of  the  time,  so  that  it  is  fair  to  assume  that  eventually  all  of  the 
land  now  utilized  for  the  production  of  sugar  beets  must  be  placed 
under  more  productive  ana  more  intensive  cultivation  for  either  food 
or  forage  purposes.  At  least,  such  has  been  the  condition  in  Austria 
and  Germany  since  the  war,  and  we  may  well  regard  that  as  an 
economic  parallel,  although  not  actual.  In  Russia,  likewise,  the 
necessity  for  diminution  of  beet-sugar  acreage  and  the  extension  of 
grain  acreage  has  been  made  very  plain.  Here  we  have  at  our  door 
a  country  which  has  available  acreage,  which  has  the  national  spirit 
to  stimulate  this  acreage  into  production,  and  the  known  fact  that 
a  certain  essential  food  commodity  can  be  produced  there  much  more 
cheaply  than  in  any  other  part  of  the  globe,  and  it  must  be  plain, 
then,  as  an  economic  truth,  that  the  greatest  importance  must  attach 
to  any  artificial  stimulation  or  repression  of  the  normal  progress  of 
sugar  production  in  this  particular  locality. 

The  Chairman.  I  suppose  it  may  be  said  that  the  order  which  has 
existed  in  Cuba  since  it  attained  its  independence  has  been  one  of 
the  causes  that  has  tended  to  promote  an  extension  of  agriculture — in 
other  words,  of  sugar  growing? 

Mr.  Knight.  Yes;  particularly  during  the  last  five  years,  during 
the  administration  of  President  MenocaL  Gen.  Menocal  is  a  techni- 
cal engineer  of  high  attainments.  He  is  a  graduate  of  Cornell  Uni- 
versity, and  he  has  addressed  himself  and  the  Cuban  people  have 
addressed  themselves  assiduously  not  only  to  an  increase  of  their 
sugar  production,  but  also  toward  the  increase  of  their  foodstuffs 
which  they  had  been  importing  in  large  quantities.  However,  this 
year  they  have  temporarily  laid  aside  the  question  of  producing 
other  foods,  except  sugar,  especially  since  United  States  Minister 
Gonzales  in  a  proclamation  last  April,  printed  in  the  English  Ian- 
gauge  and  the  Spanish  and  circulated  throughout  the  island,  urged 
them  to  increase  their  sugar  cultivation  and  make  great  sacrifices  to 
raise  a  large  crop,  because  he  told  them  that  was  tne  best  way  that 
Cuba  could  aid  her  allies  in  the  war  with  which  she  had  but  recently 
become  connected. 

The  Chairman.  Was  there  a  generous  response  to  that  appeal  ? 

Mr.  Knight.  A  very  generous  response  on  the  part  of  every  one 
who  had  an  acre  to  cultivate  or  a  hand  to  hold  a  hoe. 

Senator  Jones.  When  you  were  studying  these  conditions  down 
there,  were  you  doing  it  independently  or  in  connection  with  some 
organization  or  for  some  individual? 

Mr.  Knight.  My  last  trip  to  Cuba  was  in  March  at  a  time  when 
we  have  heard  here  there  was  great  disorder  and  destruction  and  all 
that  sort  of  thing. 
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The  Chaibman.  Has  there  been  any  effort  to  increase  the  ma- 
chinery? 

Mr.  Knight.  There  haa 

The  Chairman.  And  to  increase  mills  and  the  capacity  of  the 
mills,  etc.  ? 

Mr.  Knight.  Especially  this  year. 

The  Chairman.  What  has  happened  this  year  in  respect  to  that? 

Mr.  Knight.  I  wrote  in  a  report  which  Senator  Lodge  introduced, 
and  which  it  is  not  necessary  to  repeat,  that  5  per  cent  depreciation 
was  a  fair  criterion  for  any  sugar  mill,  because  the  mills  are  constantly 
increasing  their  mechanical  perfection  so  as  to  handle  more  cane. 
During  the  year  just  ended  tnere  were  imports  into  Cuba  from  the 
United  States  alone  of  sugar  machinery  totaling  $11,000,000.  This 
is  an  increase  of  $5,000,000  over  similar  imports  in  1916.  Likewise 
this  amount,  $11,000,000,  represents  4^  per  cent  of  the  amount  the 
Cuban  producers  received  for  their  crop  last  year.  As  a  criterion 
from  customs  figures  I  think  this  speaks  eloquently  for  the  effort  of 
the  Cuban  plantation  owners  to  increase  their  production. 

The  Chairman.  You  speak  about  the  increase  this  year.  You  say 
there  is  a  purchase  this  year  of  $11,000,000  of  machinery? 

Mr.  Knight.  Yes. 

The  Chairman.  And  that  that  is  an  increase  of  $5,000,000  over  last 
year,  which  would  mean  that  last  year  they  must  have  invested  about 
$6,000,000? 

Mr.  Knight.  Thev  did ;  yes. 

The  Chairman.  How  al)out  previous  years?  I  want  to  get  in  a 
word,  if  I  can,  a  picture  that  will  tell  us  whether  or  not  the  Cuban 
during  the  last  seven  or  eight  years  has  been  buying  large  quantities 
of  machinery  and  constantly  improving  from  that  standpoint. 

Mr.  Knight.  He  has.  He  has  been  turning  back  practically  all  his 
surplus  profits  into  improvements  and  extensions  in  a  mechanical 
way. 

The  Chairman.  Has  there  been  money  expended  to  any  consider- 
able extent  in  the  way  of  internal  improvements  in  the  island — that  i?. 
good  roads,  means  by  which  the  sugar  can  be  transported  to  the 
different  ports? 

Mr.  Knight.  That  likewise  has  caused  great  expenditures.  The 
good-roads  system  of  Cuba  has  been  extended  until  now  there  are 
about  1,500  miles  of  very  fine  macadam  roads  in  the  island,  with  an 
eye  single  by  the  Ministry  of  Public  Warks  toward  the  cheapening  of 
the  cost  of  transporting  cane  to  the  mills. 

The  Chairman.  How  about  railroads?  Have  there  been  any  rail- 
roads to  any  considerable  extent  built? 

Mr.  Knight.  There  have  been  many  hundreds  of  miles  of  railroads, 
both  by  large  transportation  companies  and  by  the  sugar  companies 
themselves,  which  build  railroads  into  the  heart  of  their  cane  fields,  so 
that  they  may  cheapen  the  cost  of  transporting  the  cane  to  the  mills. 

The  Chairman.  That  is  to  say,  these  large  companies  themselves 
build  branch  roads  or  spurs  ? 

Mr.  Knight.  Standard-gauge  railroads ;  and  they  own  the  rolling 
stock  and  everything. 

The  Chairman.  In  other  words,  taking  the  thing  as  a  whole,  we 
may  say,  then,  that  ever  since  Cuba  attained  her  independence  there 
has  been  a  rapid  improvement  in  methods  of  transportation,  in  the 
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introduction  of  improved  machinery  for  manufacturing  sugar,  and  in 
the  extension  of  sugar  lands. 

Mr.  Knight.  Yea 

The  Chairman.  All  of  which  has  made  for  a  greater  production 
of  sugar.    What  has  been  the  effect  on  the  costs  of  production  ? 

Mr.  Knight.  The  costs  of  production, up  to  the  time  of  the  out- 
break of  the  European  war  have  steadily  decreased,  and  this  de- 
crease I  think  is  borne  out  in  the  statistics  of  the  cost  of  sugar  for  a 
large  number  of  years,  f.  o.  b.  Cuba.  Of  course  the  duty  and  other 
factors  would  be  variable,  due  to  changes  in  legislation,  but  the 
cost  of  raw  sugar  f.  o.  b.  Cuba  for  a  long  period  of  years  back 
will  be  found  upon  analysis  up  to  the  time  of  the  war  to  have  de- 
creased in  about  direct  ratio  as  the  facilities  of  the  planters  and  the 
things  you  have  just  mentioned  have  been  improved. 

The  Chairman.  What  have  been  the  sources  of  labor  supply  in  the 
Mi^ar  business? 

Mr.  Knight.  Prior  to  the  disturbance  of  conditions  in  Europe, 
they  came,  first,  from  the  colono  himself,  who  would  go  out  into 
the  fields  and  work  with  all  of  the  members  of  his  family  who  were 
able  to  work;  secondly,  from  Spanish  laborers,  principally  from  the 
Province  of  Galicia,  in  Spain,  called  gallegos,  who  would  come  into 
Cuba  during  the  grmding  season  and  then  return  to  Spain.  Similar 
labor  came  from  the  Canary  Islands,  and  some  from  Portugal,  from 
Jamaica  and  the  other  West  Indies,  as  well  as  some  from  the  United 
States. 

The  Chairman.  To  what  extent  did  that  labor  that  came  to  Cuba 
to  assist  in  the  work  cut  a  figure?    What  percentage  was  that? 

Mr.  Knight.  It  varied  as  climatic  conditions  made  the  cane  harder 
or  less  diflScult  to  harvest,  when  more  labor  would  be  required.  I 
should  say  that  it  provided  the  liquid  requirements  of  labor  to  keep 
pace  with  the  increased  production.  When  more  labor  was  needed 
they  turned  to  Spain,  where  they  speak  the  same  language,  and 
where  labor  was  cheap,  and  used  this  labor  for  the  grinding  season, 
and  then  these  men  would  return  to  Spain. 

The  Chairman.  What  has  happened  in  regard  to  the  labor  since 
the  war? 

Mr.  Knight.  Due  to  the  fact  that  the  merchant  marine  of  Spain 
is  not  large,  and  to  the  fact  that  Spain  is  a  neutral,  and  to  the  fact 
that  all  the  neutral  exports  from  Cuba  direct  go  under  the  Spanish 
flag,  practically,  the  passenger  demand  on  these  Spanish  lines  has 
risen  to  such  an  extent  that  it  has  been  found  impossible  econom- 
ically to  import  the  gallegos.  Then,  too,  immigration  of  labor  from 
Spain  for  such  purposes  has  been  curtailed  by  royal  decree  of  the 
Spanish  Government,  so  that  now,  in  their  extremity,  wishing  to 
turn  the  cane  they  had  planted  at  the  adjuration  of  their  allies  into 
sugar,  the  Cuban  planters,  with  the  cooperation  of  the  transporta- 
tion systems  and  the  banks,  worked  out  quite  an  interesting  solution 
of  the  labor  problem.  They  have  been  forced  to  suspend  the  Cuban 
laws  governing  the  entrance  into  the  island  of  Chinese,  and  have 
imported  thousands  of  Chinese  laborers  from  China,  bringing  them 
through  the  assistance  of  the  Cuban  banks  financing  these  small 
planters  by  agreement  and  cooperation,  bringing  these  Chinese  in 
bond  across  the  Pacific,  through  the  United  States  or  through  Mex- 
ico, and  into  Cuba,  where  they  are  now  engaged  in  harvesting  the 


720  SH0BTA6E  OF  SDGAB. 

cane,  and  at  the  completion  of  which  task  they  will  be  returned  to 
their  native  land.  Likewise,  the  natives  of  Jamaica,  who  have  had 
a  serio-comic  antipathy  to  the  natives  of  Cuba  for  many  years,  have 
been  induced  to  overcome  their  hereditary  prejudice  to  some  extent 
and  go  and  work  by  the  side  of  their  more  lortunate  brethren. 

The  Chairman.  Returning  to  the  question  of  the  increased  pro- 
duction, you  have  given  some  reasons  for  it.  I  suppose  there  has 
been  a  gradual  increased  production  in  Cuba  for  many  years,  going 
way  back  of  the  period  I  have  named. 

Mr.  Knight.  There  has. 

The  Chairman.  And  you  have  a  plat  here  which  you  have  laid 
before  me,  and  which  I  believe  is  intended  to  show  the  production  of 
Cuba  from  the  year  1858  up  to  the  present  time. 

Mr.  Knight.  For  65  years;  yes. 

The  Chairman.  That  is  a  correct  exposition,  is  it,  of  the  pro- 
duction ? 

Mr.  Knight.  It  is  from  the  available  records. 

The  Chairman.  I  will  ask  the  I'eporter  to  mark  that  as  an  exhibit. 

(The  chart  referred  to  was  marked  "  Exhibit  No.  179.") 

The  Chairman.  An  examination  of  that  chart  shows  that  in  1853 
the  island  only  produced  810,000  tons  of  sugar. 

Mr.  Knight,   i  es,  sir. 

The  Chairman.  In  1860  the  production  had  run  up  to  447,000 
Ions. 

Mr.  Knight.  The  chart  will  show. 

The  Chairman.  In  1870 — taking  it  by  10-year  periods — the  pro- 
duction had  run  up  to  726,000  tons,  and  in  1880  it  apparently  had 
only  gone  to  530,0i00  tons.  There  was  one  year  in  which  it  went 
nbove  that. 

Mr.  Knight.  Yes,  sir.  That  was  right  after  the  so-caUed  first 
revolution. 

The  Chairman.  That  was  probably  caused  by  revolutionary  con- 
ditions? 

Mr.  Knight.  It  was. 

The  Chairman.  Then,  from  1880  to  1890  the  production  had  in- 
creased only  to  632,368  tons. 

Mr.  Knight.  The  chart  will  show. 

The  Chairman.  And  that  was  a  period  of  some  disturbance,  was 
it,  there? 

Mr.  Knight.  Disturbance  and  great  economic  privations. 

The  Chairman.  In  the  period  from  1890  to  1900  there  were  two 
years,  1894  and  1895,  when  the  production  ran  up  to  1,000,000  tons. 

Mr.  Knight.  The  chart  will  show. 

The  Chairman.  But  in  1900  it  dropped  down  to  308,000  tons. 

Mr.  Knight.  During  the  Spanish  War. 

The  Chairman.  That  was  the  Spanish  War  period.  Then  began  a 
rapid  increase,  so  that  from  1903  on.  with  the  exception  of  one  vear. 
the  production  has  gone  above  1,000,000  tons. 

Mr.  Knight.  Yes,  sir;  the  chart  shows  it. 

The  Chairman.  When  did  the  settled  period  of  Cuba  come? 

Mr.  Knight.  With  the  establishment  of  her  own  nationalism. 

The  Chairman.  What  vear  was  that? 

Mr.  Knight.  1900;  May  20. 

Senator  Lodge.  1901,  was  it  not? 
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Mr.  Kkight.  May  20, 1901. 

Senator  Lodge.  Our  troops  were  there  three  years. 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  May  20,  1901.  Now,  I  want  to  call  attention  to 
those  figures.  Beginning  with  1901 — and  I  leave  off  the  odd  figures — 
they  run  as  follows:  1901,  635,000  tons;  1902,  860,000  tons;  1903, 
819,000  tons;  1904, 1,010,000  tons;  1905, 1,163,000  tons;  1906, 1,198,000 
tons;  1907,  1,427,000  tons;  showing  a  steady  increase  up  to  that 
point. 

Then  we  come  to  1908,  when  the  sugar  dropped  to  961,958  tons. 
What  was  the  cause  of  that  drop? 

Mr.  KxiOHT.  I  do  not  know  offhand. 

Senator  Lodge.  Was  not  that  when  the  disturbance  occurred  and 
we  sent  troops  down  there  a^in? 

Mr.  Knight.  Oh,  during  the  intervention — certainly. 

The  Chairman.  During  the  intervention? 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  Then  from  that  point  on,  without  reading  these 
figures  in,  because  thejr  appear  in  the  table,  the  production  of  sugar 
mounted  until  in  1913  it  reached  2,429,240  tons. 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  And  there  has  been  an  increase  ever  since,  so  that 
in  1916  we  got  3,006,274  tons. 

Mr.  Knight.  In  that  year  the  production  passed  the  three-million 
mark;  yes. 

The  Chairman.  1917,  3,019,936  tons;  andJ  observe  that  for  the 
1918  crop  you  have  estimated  3,500,000  long  tons. 

Mr.  Knight.  Since  I  compiled  that  chart  I  have  received  informa- 
tion which  leads  me  to  believe  that  three  and  a  half  million  long  tons 
should  be  regarded  as  minimum. 

The  Chairman.  As  the  minimum? 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  So  that  with  the  exception,  now,  of  the  disturb- 
ances which  have  occurred  in  this  island — 

Mr.  Knight.  Both  political  and  economic. 

The  Chairman  (continuing).  Political  and  economic,  it  may  be 
said  that  there  has  been  a  steady  increase  in  the  sugar  production  for 
the  past  65  years,  and  that  since  Cuba  has  obtained  complete  order 
there  has  been  a  very  rapid  increase  in  the  production  of  sugar? 

Mr.  Knight.  Precisely. 

The  Chairman.  And  that  is  going  on  to-day  more  rapidly  than 
ever  in  the  history  of  Cuba  ? 

Mr.  Knight.  The  rise  in  the  production  is  constantly  an  increased 
rise.    That  is,  the  ratio  of  increase  is  a  constantly  rising  one. 

The  Chairman.  Now,  I  want  to  come  for  a  moment  to  this  question 
of  your  estimate  of  3,500,000  tons  for  this  year's  crop.  What  are  the 
authorities  upon  which  you  base  that  estimate  ? 

Mr.  Knight.  There  are  several  statistical  authorities  which  must 
be  cited  first,  in  order  to  get  the  picture,  as  some  people  state.  The 
accepted  statistical  authority  is  Mr.  H.  A.  Himely,  of  Habana,  whose 
work  for  the  Federal  Sugar  Refining  Co.  does  not  obscure  through  a 
single  trade  outlet  his  eminent  fitness  for  the  task  to  which  he  has 
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addressed  himself.  In  other  words,  he  is  beyond  being  a  proprietary 
authority.   His  estimate  for  this  year  is  8,620,857  tons. 

The  Chairman.  Does  he  stay  there  in  the  island  most  of  the  time? 

Mr.  Knioht.  He  resides  in  Habana,  but  makes  frequent  trips 
throughout  the  island,  and  hais  his  agents  and  crop  reporters  stationed 
at  the  proper  places. 

The  Chairman.  How  is  he  regarded  as  an  authority — as  the  high- 
est or  one  of  the  highest? 

Mr.  Kniqht.  He  is  regarded  as  one  of  the  highest  authorities,  and 
is  the  most  widely  quoted  statistical  authority  on  Cuban  sugar  pro- 
duction. 

The  Chairman.  What  are  his  figures? 

Mr.  Knight.  Three  million  six  hundred  and  twenty  thousand  eight 
hundred  and  fifty-seven  tons.    He  adds: 

It  is  to  be  hoped  that  the  commissions  in  the  United  States  chargeil  with  fixinf: 
the  price  of  sugar,  of  freights,  the  terms  of  shipment  and  payment,  etc.,  will 
very  soon  make  known  what  these  conditions  will  be,  so  that  planters  may  know 
what  to  expect,  and  may  not  have  their  energies  dampened  in  the  matter  of 
starting  up  their  factories.  Many  planters  are  asking  for  advances  from  the 
banks  so  as  to  commence  their  crops,  and  business  Is  at  a  standstill  until  su<"h 
time  as  the  conditions  for  selling  and  shipping  their  crops  are  officially  mad*^ 
public.  If  these  conditions  are  settled  In  a  manner  which  will  not  hamper  the 
planters  in  producing  their  crops,  and  given  normal  conditions  of  weather,  etc^ 
during  the  harvesting  season,  we  think  the  chance  is  fair  for  the  production  of 
the  large  crop  estimated. 

Mr.  Himely,  of  course,  has  his  sources  of  information,  which  have 
led  him  to  be  recognised  as  the  most  widely  quoted  statistical  au- 
thority. However,  there  is  corroborative  and  collateral  evidence,  but 
not  correlative  evidence,  to  the  same  conclusion. 

The  United  States  Department  of  Commerce,  through  its  Bureau 
of  Foreign  and  Domestic  Commerce,  on  December  13  published  a 
report  from  Consul  H.  M.  Wolcott — ^that  is  the  American  consul — at 
the  port  of  Nuevitas,  in  Cuba,  in  which  he  sends  up  to  Washington 
a  comparison  of  the  production  in  the  Province  of  Camaguey  of  last 
year  with  his  estimates  of  this  year.  He  gives  the  production,  whidi 
I  have  verified  and  checked  up,  central  by  central.  The  production  in 
Camaguey,  the  one  Province,  last  year  was  2,000,301  bags  of  sugar. 
Consul  Wolcott,  in  his  estimates,  as  published  by  the  United  States 
Government,  says  that  this  year's  crop  in  this  Province  will  be  3,620,- 
000  bags,  or  an  increase  oi  approximately  80  per  cent.  This  is  in 
one  Province.  If  you  would  care  to  have  it  for  the  record,  I  have 
compiled  this  for  the  committee. 

The  Chairman.  The  last  paper  you  have  handed  me  is  marked 
"  Exhibit  180,"  and  the  chart  showing  comparative  production  just  re- 
ferred to  in  the  examination  is  marked  "  Exhibit  179." 

(The  two  exhibits  above  referred  to  are  as  follows :) 

The  Chairman.  Now  you  may  proceed. 

Mr.  Knight.  I  have  heard  it  stated  during  your  conmiittec's  in- 
vestigation hero,  from  titular  but  not  eminent  authorities — ^Mr. 
Babst  in  particular — ^that  it  is  his  opinion  that  the  Cuban  sugar  crop 
this  year  will  not  exceed  3,200,000  tons.  That  likewise  is  the  esti- 
mate of  Willett  &  Grey,  who  are  conservative  and  who  do  not  itemize 
their  estimates.  Mr.  Himely 's  estimate  I  can  give  to  you  central  by 
central  if  you  so  desire.  That  is,  he  has  consulted  with  the  adminis- 
tradors,  as  the  Cubans  say,  of  each  of  the  211  centrales  in  Cuba  and 
has  obtained  from  each  administrador  the  cane  outlook,  the  weather 
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outlook,  the  degree  of  mechanical  efficiency  existing,  and  he  has 
tabulated  these,  central  by  central,  as  well  as  giving  a  liunp  figure; 
and  I  have  these  if  you  would  care  to  have  them. 

The  Chaibman.  I  do  not  think  we  need  the  detail.  It  would  not 
help  us. 

Senator  Lodge.  No. 

Mr.  Knight.  The  only  explanation  I  csgi  offer  as  to  the  fixation 
by  a  previous  witness  of  the  3,200,000  tons,  in  the  face  of  the  known 
and  admitted  evidence  available,  is  that  it  might  be  like  the  old  man 
from  Arkansas  who  said :  "  There  are  good  times  coming,  and,  gosh ! 
how  I  dread  it !  "    [Laughter.] 

The  Chairman.  These  great  companies  that  control  large  quanti- 
ties of  the  sugar  that  you  have  referred  to  I  presume  are  furnished 
with  abundant  capital,  so  that  they  are  able  to  hold  their  crop  if 
they  should  desire  to  do  so — their  portion  of  the  sugar? 

Mr.  Knight.  Except  for  one  fact.  Senator:  There  are  insufficient 
storage  facilities  in  the  island  to  permit  of  their  holding  their  crop 
there,  but  they  could  obtain  warehouse  space  at  other  points  and  hold 
the  raw  crop  for  a  longer  period  than  the  smaller  concerns. 

The  Chairman.  Is  there  space  on  the  island?  Is  that  what  you 
mean  ? 

Mr.  Knight.  There  is  not  sufficient  storage  space  in  the  island  of 
Cuba  to  accommodate  more  than  a  small  percentage  of  the  crop  which 
is  produced.  Unless  there  is  a  free  export  from  the  moment  produc- 
tion be^ns  until  the  crop  is  completed  there  is  an  accumulation,  an 
uncomfortable  accumulation,  of  raw  sugars  at  all  of  the  ports  of 
Cuba  as  well  as  in  the  interior.    The  crop  must  be  moved. 

The  Chairman.  Senator  Jones,  you  wanted  to  ask  a  question,  I 
believe. 

Senator  Jones.  Yes;  I  want  to  ask  about  the  estimate  that  was 
brought  in  here.  You  have  complimented  Mr.  Himely  very  highly 
here  on  his  ability  to  estimate  the  sugar  crop  of  Cuba. 

Mr.  Knight.  I  did  not  express  any  opinion.  I  just  cited  matters 
of  fact  which  are  well  known  in  trade  circles. 

Senator  Jones.  I  will  ask  you  to  state  how  near  Mr.  Himely's  esti- 
mate of  last  year  proved  to  be  correct? 

Senator  Lodge.  That  is  in  evidence. 

Mr.  Knight.  It  has  already  been  introduced. 

Senator  L(H)G£.  He  reduced  his  first  estimate  after  the  troubles, 
and  his  second  estimate  was  exactly  right. 

Mr.  KInight.  Within  a  few  thousand  tons. 

Senator  Lodge.  A  trifle  over  3,000,000  tons. 

Senator  Jones.  What  was  his  first  estimate? 

Mr.  Knight.  I  think  it  is  a  part  of  the  record.  I  have  not  it 
available. 

Senator  Lodge.  Yes ;  I  put  it  in  the  record. 

Mr.  Knight.  The  record  will  show. 

Senator  Lodge.  Three  million  four  hundred  and  sixty-six  thousand 
tons.     That  was  before  the  outbreak  and  the  troubles. 

Mr.  Knight.  Yes,  sir. 

Senator  Lodge.  He  issued  another  in  May  or  June,  bringing  it 
down  466,000  tons,  down  to  3,000,000,  and  it  was  3,023,000. 

Mr.  Knight.  Yes,  sir. 

Senator  Jones.  Is  this  Mr.  Himely's  first  estimate  of  the  coming 
crop,  or  the  second  ? 
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Mr.  Knight.  Mr.  Himely,  during  the  period  of  time  he  has  l>eeii 
makinj^  his  estimates  in  Cuba,  has  only  given  one  estimate  a  y«?ar 
until  last  year,  when  all  the  other  estimators  likewise  made  two 
estimates — one  a  preliminary  estimate  and  one  a  revised  estimate,  due 
to  circumstances  which  I  would  prefer  not  to  discuss  except  in  execu- 
tive session.  However,  the  Cuban  Government  made  oiuy  one  esti- 
mate last  year.  That  was  made  in  March,  and  was  a  fair  reflex  of 
the  conditions.  This  estimate  was  put  at  2,850,000  tons,  which  was  u 
very  conservative  estimate.  The  estimate  was  made  at  the  impor- 
tunity of  the  sugar  trade,  because  it  was  realized  all  aroimd  that  the 
usuaf  reliable  sources  of  information  were  not  to  be  relied  upon  at 
this  time,  and  some  estimate  was  required  for  the  stabilization  of  the 
market. 

Senator  Jones.  As  to  the  estimate  made  for  the  incoming  crop,  you 
say  they  are  importing  a  largp  number  of  Chinese  there  m  oi-der  to 
help  harvest  the  crop  ? 

Mr.  Knight.  Yes,  sir. 

Senator  Jones.  What  do  you  know  about  their  ability  to  set  all  of 
that  labor  that  may  be  necessary;  and  may  not  that  interfere  with 
the  fmal  result  ? 

Mr.  Knight.  It  would  not  interfere  with  the  final  result  unless  the 
rainy  season  should  occur  unusually  early.  It  might  interfere  with 
the  duration  of  the  grinding  season.  It  might  prolong  the  duration 
of  the  grinding  season. 

Senator  Jones.  His  estimates  are  onl}'  estimates  after  all,  are  they 
not? 

Mr.  Knight.  The  usual  estimates,  which  arc  regarded  as  a  fore- 
cast of  the  eventualities. 

'Senator  Jones.  You  made  some  reference  to  Mr.  Babst's  statement 
as  though  that  were  not  worthy  of  as  much  credence  as  some  of  these 
others.  Did  not  Mr.  Babst  himself  say  that  these  were  onlv  esti- 
mates'^ 

Mr.  Knight.  Yes,  sir;  and  I  am  citing  these  figiu'es  as  estimates. 

Senator  Jones.  Yes;  so  you  do  not  mean  to  say  there  is  any  cer- 
tainty as  to  what  the  incoming  crop  of  sugar  will  be,  do  you  ? 

Mr.  Knight.  I  might  fortify  my  previous  answer  and  answer  your 
question  at  the  same  time  bj  stating  that  when  I  had  requests  Irom 
various  commercial  sources  m  New  York  for  information  about  three 
weeks  ago  as  to  what  the  Cuban  Government  itself  thought  of  the 
prospects — that  is,  the  departments  of  the  A^icultura  and  the  Presi- 
dencia,  which  are  in  close  touch  with  production — I  cabled  to  Habana 
to  find  out  if  such  an  estimate  had  been  made  by  the  Cuban  Govern- 
ment. I  was  informed  that  such  an  estimate  had  been  made,  and  thai 
it  was  a  minimum  of  three  and  a  half  million  tons. 

Senator  Jones.  So  the  official  estimate  of  the  Cuban  (Jovemment 
varies  quite  considerably,  does  it  not,  from  Mr.  Himely 's? 

Mr.  Knight.  About  3  per  cent. 

Senator  Jones.  A  quarter  of  a  million  tons? 

Mr.  Knight.  No,  sir ;  I  said  three  and  a  half  million. 

Senator  Jones.  Did  you  not  say  that  his  latest  estimate  was  some- 
thing like  8,600,000  tons? 

Mr.  Knight.  Yes,  sir ;  a  variaiit  of  about  3  per  cent. 

Senator  Jones.  Then  you  say  the  Government's  estimates  are 
8,350,000? 
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Mr.  Knight.  Three  million  five  hundred  thousand — three  and  a 
half  million,  I  said. 

Senator  Jones.  Oh,  I  thought  you  said  3,350,000. 

The  Chairican.  Three  and  a  half  million  as  a  minimum? 

Mr.  Knight.  Yes,  sir. 

Senator  Jones.  That  is  all. 

The  Chaibman.  The  President  is  coming  before  the  Congress  to- 
day, and  that  makes  it  necessary  for  us  to  take  a  recess  until  he  shall 
have  addressed  the  Confess.  I  think,  therefore,  we  will  have  to 
take  a  recess  until  2.30.  I  believe  it  will  be  safe  for  us  to  say  we  can 
meet  at  that  time. 

(Thereupon,  at  11.55  o'clock  a.  m.,  the  subcommittee  took  a  recess 
until  2.30  o'clock  p.  m.) 

AFTERNOON    SESSION. 

The  subcommittee  met,  pursuant  to  the  taking  of  the  recess,  at 
2.45  o'clock  p.  m. 

TESTIMONY  OF  J.  V.  KNIGHT— Eesumed. 

The  Chairman.  Eecurring  to  a  subject  that  we  were  discussing  a 
little  time  before  the  adjourxmient,  you  had  told  us  about  the  great 
companies  controlling  large  plantations  of  sugar,  and  that  they  had, 
as  I  understood  you,  generally  an  abundance  of  capital,  and  you  had 
spoken  about  the  storage  facilities  on  the  island  being  insufficient 
unless  the  sugar  readily  found  its  way  outside  the  island  to  its 
market! 

Mr.  Knight.  Yes. 

The  Chairma*n,  Now,  I  wish  you  would  tell  us,  beginning  with 
the  sugar  as  it  leaves  the  plantation  and  goes  through  the  mill,  how 
that  sugar  does  reach  the  market  under  normal  conditions,  when 
there  is  no  interference  of  any  kind. 

Mr.  Knight.  Prior  to  the  induction  of  the  International  Sugar 
Committee  the  course,  broadly  speaking,  was  this:  The  sugar  is 
bagged  and  it  is  transported  either  on  cars  over  rails  owned  by  the 
big  plantation  company,  the  central,  or  over  the  public  railway  lines 
of  Cuba  to  the  nearest  port;  or,  in  the  case  of  the  territory  tributary 
to  Matanzas,  it  is  floated  down  in  some  cases  on  barges,  to  effect  a 
saving  of  transportation  rates,  down  the  San  Juan  Iliver  until  it 
reaches  the  seaboard.  Then  it  is  warehoused.  I  am  speaking,  I 
might  say  parenthetically,  of  the  undisturbed  movement  of  raw 
sugar  to  its  destination.  It  is  either  warehoused  awaiting  the  ar- 
rival of  bottoms  or  it  is  lightered  from  the  cars  and  immediately 
loaded.  There  are  what  are  known  as  the  six  principal  ports  of 
Cuba,  and  also  what  are  known  in  the  trade  as  the  outports,  and 
charters  have  always  been  negotiated  on  the  basis  of  certain  differ- 
entials between  the  north  coast  of  Cuba  and  the  south  coast  of  Cuba^ 
and  sometimes  it  has  been  necessary  for  a  vessel  to  go  from  one  port 
to  another  to  complete  her  cargo,  or,  in  certain  cases,  to  go  to  three 
ports  to  complete  her  cargo,  when,  of  course,  the  price  to  be  paid  for 
the  raw  sugar  is  determined  by  the  New  York  quotations,  and  pre- 
viously by  the  New  York  Coffee  and  Sugar  Exchang-e  quotations, 
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that  exchange  having  been  closed  by  Mr.  Hoover  during  the  past 
summer.  The  sugar  is  shipped  either  to  New  York  or  to  New  Or- 
leans or  to  a  foreign  market;  before  the  time  of  which  we  are  speak- 
ing— ^this  last  year — ^to  European  ports.  It  is  shipped  to  the  pur- 
chaser of  the  raw  sugar  at  any  time,  where  it  is  refined. 

The  Chairman.  Now,  I  want  you  to  stop,  as  you  have  gone  that 
far.  You  have  dealt  with  the  lines  and  means  of  transportation, 
and  I  am  obliged  to  you  for  that,  but  what  I  want  to  get  at  is  the 
means  by  which  sugar  reaches  the  market — is  it  bought  up?  Are 
there  people  in  Cuba  who  buy  it  up;  and  if  so,  who  are  they  and 
how  do  they  buy  it  up  and  how  does  it  leave  the  factory?  Is  it  held 
in  the  factory  until  there  is  a  large  accumulation  or  do  they  begin 
manufacturing  the  sugar  and  send  it  on  through  as  manufactured? 
That  is  what  I  want  to  know. 

Mr.  Knight.  Generally  the  arrival  of  the  buyers  is  almost  coinci- 
dent with  the  production  of  the  sugar. 

The  Chairman.  When  does  that  production  begin? 

Mr.  KjaoHT.  In  previous  years  it  has  begun  along  the  latter  part 
of  the  year  or  early  in  January.  This  year,  however — I  mean  this 
season — that  is,  last  year,  due  to  favorable  weather  conditions  and 
the  intensive  efforts  which  the  Cuban  producers  had  made  to  get  a 
large  crop,  the  season  started  about  the  16th  of  November,  with  the 
opening  or  the  Central  Palma,  at  Palma  Soriano,  Oriente.  Then  at 
intervals  of  a  few  days  other  centrales  resumed  operations,  almost  30 
to  40  days  sooner  than  usual,  until  now  it  may  be  said  that  the  pro- 
duction in  Cuba  has  been  going  along  as  it  usually  does  a  month 
hence. 

The  Chairman.  When  this  sugar  crop  begins  to  reach  the  sugar 
factories  it  is  immediately  made  into  sugar  ? 

Mr.  Knight.  It  is. 

The  Chairman.  And  they  keep  on  harvesting  the  crop  for  some 
weeks  and  grinding  it  up  ? 

Mr.  Knight.  Yes;  for  some  months. 

The  Chairman.  That  lasts  how  many  months  from  the  beginning 
of  the  harvest  until  the  close? 

Mr.  Knight.  Until  along  in  the  latter  part  of  April,  although 
some  centrales  continue  grinding,  as  weather  conditions  will  per- 
mit, until  all  the  cane  that  is  tributary  to  them  is  turned  into  rav 
sugar  or  the  rainy  season  interferes.  The  season  has  been  known 
to  extend  through  the  summer;  it  is  fair  to  state  that  the  peak  of 

Kroduction  in  Cuba  is  attained  in  the  months  of  March,  April,  and 
[ay.  It  begins  generally,  we  may  say,  some  time  in  April,  and 
thereafter  production  gradually  decreases,  one  mill  after  another 
closing  until  the  advent  of  the  rainy  season  in  the  sunmier. 

The  Chairman.  So  that,  taking  it  this  year,  from  the  16th  day  of 
November  on  there  has  been  a  constant  stream  of  sugar  being  turned 
out  by  the  various  mills,  and  that  sugar  would  ordinarily  find  its 
way  to  the  ports  of  the  country  and  find  its  way  to  the  market  about 
as  rapidly  as  it  is  produced.    Is  that  the  situation  ? 

Mr.  Knight.  There  would  always  be  a  market  for  the  sugar  as 
fast  as  it  IS  produced.    There  always  has  been. 

The  Chairman.  Was  the  sugar  bought  by  local  people  on  the 
island  or  was  it  bought  up  by  agents  of  people  outside  of  the  i^and? 
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Mr.  Kniqht.  It  was  either  bought  up  by  agents  of  people  outside 
of  the  island  or  by  local  people  for  the  account  of  such  agents. 

The  Chaibman.  That  is  to  say,  there  was  always  a  buyer  right  on 
the  island  to  buy  sugar? 

Mr.  Knight.  That  has  been  the  procedure. 

The  Chairman.  And  as  soon  as  the  sugar  was  produced — we  are 
speaking  of  normal  times — ^it  would  be  sold  and  taken  to  the  ports 
and  then  sent  out  of  Cuba  to  this  end  of  the  country? 

Mr.  EInight.  To  the  market:  yes,  sir. 

The  Chairman.  Who  secured  the  bottoms,  the  boats,  upon  which 
this  sugar  would  be  carried  from  the  ports  of  Cuba  to  the  United 
States?  Were  there  regular  boat  lines  or  were  these  boats  arranged 
for  by  the  producers  or  by  the  purchasers? 

Mr.  Knioht.  By  private  charters,  either  arranged  for  in  New  York 
or  some  in  Habana,  depending  upon  the  character  of  the  buyer 
and  the  amount  of  his  purchase;  some  through  ship  brokers;  some 
charters  arranged  upon  account  of  the  mill  with  some  of  the  larger 
mills,  just  like  any  other  normal  freight  movement  of  those  pro- 
portions would  be  arranged  in  normal  times.  During  the  war  there 
was  a  curtailment  of  bottoms  and  the  freight  rates  increased,  but  the 
obtaining  of  bottoms  for  the  transportation  of  sugar,  while  increas- 
ingly difficult,  was  still  feasible,  and  was  for  last  year's  crop.  Cargo 
vessels  have  been  coming,  I  am  informed,  from  Cuban  ports  to  United 
States  ports  in  ballast  since  the  production  started  in  Cuba  this 
season. 

The  Chairman.  That  is,  since  the  16th  of  November? 

Mr.  Knight.  Yes. 

The  Chairman.  You  do  not  mean  to  say  that  that  began  at  that 
time  or  that  that  has  been  going  on  and  has  been  the  case  ever  since 
the  16th  day  of  November  ? 

Mr.  Knight.  Yes,  sir. 

Senator  Jones.  To  what  extent  has  that  been  done? 

Mr.  Knight.  I  do  not  know.  I  say  that  I  have  been  informed 
that  ships  have  been  coming  in  ballast.  Certainly  not  to  any  very 
great  extent. 

Senator  Jones.  Informed  by  whom? 

Mr.  Knight.  I  can  not  say,  but  the  statistics  of  the  port  officer  of 
New  York  I  think  would  show.  I  have  reason  to  believe  that  vessels 
have  cleared  for  American  ports  from  Cuban  ports  in  ballast ;  that 
is,  vessels  under  charter  to  bring  freight  from  this  country  for  Cuba 
have  failed  to  get  cargo  on  the  return  trip,  making  it  light. 

Senator  Jones.  Why  did  they  fail  to  get  cargo? 

Mr.  Knight.  I  do  not  know.  I  presume  that  perhaps  arrange- 
ments would  have  to  be  made  through  a  different  source  than  the 
usual  practice  in  chartering  cargo  in  so  far  as  the  outturn  for  this 
season's  sugar  in  Cuba  is  concerned. 

Senator  Jones.  Do  you  mean  to  leave  the  impression  here  that 
while  sugar  was  in  Cuba  seeking  bottoms  for  the  United  States,  there 
were  bottoms  coming  here  in  ballast? 

Mr.  Knight.  Just  a  moment  and  I  can  give  you  the  statistics  on 
that.    I  had  a  Willett  &  Gray  Weekly  showing  the  stock  available. 
(The  question  was  repeated  by  the  stenographer.) 

Mr.  Knight.  I  would  not  say,  Senator,  that  there  was  sugar  seek- 
ing bottoms,  because,  as  I  understand  the  situation,  negotiations 
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must  now  be  conducted  for  bottoms  through  a  subsidiary  of  the 
International  Sugar  Committee.  I  do  know,  however,  that  for  some 
time  past  there  has  been  an  accumulation  of  Cuban  raws  at  some  of 
the  Cuban  porte,  which  are  ready  for  shipment  and  available  for 
shipment,  of  this  year's  crop. 

Senator  Jones.  Do  you  think  this  comes  from  the  fact  that  Cuba 
has  placed  an  embargo  upon  the  shipment  of  sugar  until  some  agree- 
ment could  be  reached? 

Mr.  Knight.  The  record  I  think  shows  that  any  embargo  opera- 
tive after  the  meeting  between  the  International  Sugar  Committee 
and  the  Cuban  sugar  commission  automatically  terminated  in  so  far 
as  the  export  of  Cuban  raws  related  to  the  United  States  or  its 
allies.  I  think  an  embargo  still  holds  good  toward  Mexico  and 
some  other  neutrals. 

Senator  Jones.  You  do  not  understand  that  this  arrangement  has 
been  concluded,  do  you? 

Mr.  Knight.  No,  sir. 

Senator  Jones.  Then  why  was  the  embargo  raised  pending  iieiro- 
tiation  ? 

Mr.  Knight.  So  far  as  I  know  the  matter  of  the  embargo  is  what 
we  might  call  a  psychological  embargo. 

Senator  Jones.  Do  you  mean  to  say  that  the  Cuban  Government 
never  entered  a  legal  embargo  aeainst  the  exportation  of  sugar  i 

Mr.  Knight.  At  one  time  it  did  so,  I  understand,  to  reassure  the 
colonos 

Senator  Jones.  When  was  that? 

The  Chairman.  Let  him  answer  that,  please. 

Senator  Jones.  Certainly. 

Mr.  Knight.  At  one  time  when  the  smaller  colonos  were  panic 
stricken,  fearing  that  certain  publications  which  they  had  understood 
as  emanating  from  Washington  were  read,  some  salutary  and  reassur- 
ing measure  was  necessary  to  prevent  them  from  falling  a  prey  to 
money  lenders  who  were  eager  to  buy  their  cane  standing  in  the  fields 
at  a  depreciated  price,  and,  as  I  understand  it,  a  Government  em- 
bargo, which  was  theoretical  rather  than  actual,  because  no  sugar  had 
at  that  time  been  produced,  was  decreed  so  as  to  give  a  guaranty  to 
the  smaller  colono  that  in  time  he  would  be  able  to  sell  his  sugar  at  a 
price  that  would  reimburse  him  rather  than  throwing  him  upon  the 
mercy  of  the  money  lenders. 

Senator  Jones.  TThat  was  the  reason  for  that? 

Mr.  Knight.  Yes. 

Senator  Jones.  Now,  what  were  the  terms  of  it  ? 

Mr.  Knight.  I  do  not  know,  indeed,  as  to  its  extension  to-day. 

Senator  Jones.  You  do  not  know  whether  it  is  in  force  to-dav  oi 
not? 

Mr.  Knight.  So  far  as  I  can  understand,  I  think  that  the  Cuban 
producer  who  has  sugar  which  has  left  the  mill  and  is  sacked  and  is 
ready  for  shipment  to  the  United  States,  can  ship  it  to  the  United 
States  if  he  so  desires  without  any  interference  from  the  Cuban  Gov- 
ernment. 

Senator  Jones.  Then,  why  are  they  not  doing  it  ? 

Mr.  Knight.  I  understand  that  they  can  not  arrange  for  bottoms 
with  the  subsidiary  of  the  International  Sugar  Committee,  which 
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has  those  matters  in  charge,  and  which  has  decreed  the  freight  rates 
which  shall  govern. 

Senator  Jones.  Do  you  understand  that  this  arrangement  has  been 
concluded  as  to  the  price  of  sugar  ? 

Mr.  Knight.  I  only  know  as  to  that  what  I  read  in  the  news- 
papers. 

Senator  Jones.  Do  you  know  of  any  attempt  to  interfere  with  the 
consummation  of  that  contract  ? 

Mr.  Knight.  I  do  not.  I  know  of  attempts,  I  do  not  think  that 
they  could  be  regarded  as  interference.  In  fact,  they  are  attempts 
at  the  liberation  from  interference  of  some  of  the  Cuban  producers 
to  get  legitimate  markets  for  their  raw  sugars,  so  that  the  labricated 
sugars  and  fine  sugars  may  get  to  the  consumers,  rather  than  that  the 
raws  may  remain  on  the  island,  where  they  are  at  present  and  a  prac- 
tically unavailable  supply. 

Senator  Jones.  Do  you  expect  the  sugars  to  move  this  year  under 
that  agreement  that  we  have  heard  so  much  about  in  this  investiga- 
tion? 

Mr.  Knight.  Possibly  not;  although  in  normal  times,  which  my 
previous  statements  have  borne  out.  the  sugars  would  undoubtedly 
have  found  a  market  ere  this.  In  short,  if  a  theory  exists,  based 
upon  previous  production  and  distribution,  that  Cuban  su^ar  should 
move  from  Cuba  at  such  a  time  and  a  course  of  procedure  is  laid  out 
along  this  theory,  which  brings  the  beginning  of  the  movement  at  a 
certain  time,  and  as  a  matter  of  fact  the  Cuban  production  is  speeded 
up  and  intensified  and  enlarged  so  that  there  is  raw  sugar  60  days 
ahead  of  the  time  that  theory  would  decree  that  raw  sugar  should  be 
there,  then,  of  course,  there  will  be  some  embarrassment.  That  is  the 
situation  which  exists  to-day. 

Senator  Jones.  I  do  not  believe  that  I  made  myself  clear.  Do  you 
think  that  the  people  there  are  waiting  for  the  consummation  of  this 
arrangement  with  the  International  Sugar  Committee  before  moving 
their  sugars  ? 

Mr.  Knight.  Undoubtedlv  thev  will  have  to  await  that. 

Senator  Jones.  I  was  asking  you  what  your  view  about  it  was. 

Mr.  Knight.  I  suppose  those  who  can  market  sugar  at  a  price 
under  the  price  and  arran^rement  fixed  by  the  International  Sugar 
Committee  are  cheerfully  waiting.  I  assume  that  those  who  can  not 
market  their  sugar  at  a  profit  are  waiting  less  patiently. 

Senator  Jones.  It  is  your  expectation,  then,  that  this  agreement 
will  be  consummated? 

The  Chairman.  You  mean  the  $4.60  agreement  ? 

Senator  Jones.  Yes ;  the  $4.60  agreement. 

The  Chairman.  You  mean  to  sav  it  has  not  been  consummated? 
Do  I  understand  tliat  that  is  the  position? 

Senator  Jones.  I  understand  it  has  not  been  fully  consummated. 

Mr.  Knight.  There  is  a  statement  in  the  record  of  the  investiga- 
tion here,  which  was  issued  by  the  International  Sugar  Committee, 
showing  that  it  had  been  consummated  in  the  main,  and  that  a  few 
minor  details  alone  were  to  be  worked  out. 

Senator  Jones.  It  is  not  actually  closed  up.  There  has  been  an 
iigreement  on  the  $4.60  price? 

Mr.  Knight.  Yes. 
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Senator  Jones.  When  it  is  consummated  it  is  your  expectation 
that  the  Cuban  sugars  then  will  move  freely  under  that  arrange- 
ment? 

Mr.  Knight.  When  that  time  arrives;  yes,  sir. 
*  Senator  Vardaman.  Is  it  not  a  matter  of  fact  that  Mr.  Hoover  re- 
quested that  no  sugar  be  bought  except  under  such  arrangements  as 
might  be  made? 

Mr.  Knight.  That  is  true,  Senator,  appljring  to  the  negligible 
quantity  of  last  year's  crop.  And  I  might  say,  parenthetical^,  that 
coincidental  with  his  private  correspondence  from  the  International 
Sugar  Committee  to  sugar  buyers,  asking  them  not  to  go  into  the 
Cuban  market  because  there  was  little  Cuban  sugar  there,  a  stor}- 
appeared  in  the  public  press  accusing  the  Cuban  producers  of  hoard- 
ing their  sugar. 

The  Chairman.  I  am  really  leading  up  to  this  very  subject  matter. 
I  do  not  want  to  suggest  that  anybody  cease,  except  that  I  did  want 
to  get  this  in  sort  of  an  order  of  testimony. 

Senator  Jones.  I  was  through  with  my  questions. 

The  Chairman.  Going  back  to  the  point  where  we  were  when 
Senator  Jones  began  interrogating  you  about  these  matters  we  have 
just  g<5ne  over,  I  want  to  follow  the  su^ar.  It  has  gone  through  the 
mill,  the  colono  or  the  producer  has  his  sugar,  and  the  mill  has  its 
sugar,  and  I  was  inquiring  whether,  under  normal  and  ordinary  cir- 
cumstances, there  were  people  there  to  buy  the  sugar,  and  you  stated 
there  were  either  brokers  or  agents  there  outside  of  the  island,  or 
there  were  people  within  the  island,  who  bought  the  sugar  and 
bought  it  promptly  as  it  was  oflPered  to  the  towns  ? 

Mr.  Knight.  That  is  true. 

The  Chairman.  I  think  I  can  say  that  that  traces  the  matter  up  to 
the  point  ordinarily  of  the  sale  of  the  sugar,  and  we  have  already 
dealt  with  the  question  of  the  boats  to  carry  it  away. 

Mr.  Knight.  In  so  far  as  the  producer  is  concerned. 

The  Chairman.  So  that  under  the  old  conditions  the  planter 
brought  his  cane  to  the  mill,  the  mill  ground  it,  the  planter  got  his 
sugar,  the  mill  got  its  sugar,  and  these  sugars  reached  a  port,  and 
they  were  purchased  either  there  or  before  they  got  there  by  the 
agents  of  the  great  sugar  refiners  of  the  United  States  for  this 
country  ? 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  And  those  that  went  into  other  countries  were 
purchased  by  whom  ? 

Mr.  Knight.  I  can  not  specify,  but  they  were  purchased  for  the 
account  of  foreign  refiners. 

The  Chairman.  Was  there  any  other  substantial  market  for  Cubaa 
sugars  in  the  United  States  except  that  which  they  obtained  through 
the  great  refiners  of  the  country  ? 

Mr.  Knight.  There  was  not. 

The  Chairman.  They  took  substantially  all  of  the  sugars  that 
came  to  the  American  market? 

Mr.  Knight.  Substantially  all. 

The  Chairman.  What  now  has  happened,  if  anything,  this  last 
year,  to  change  tlie  normal  and  usual  conditions  of  handling  the 
sugar  crop  of  Cuba? 
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Mr.  Kkight.  In  the  first  place,  the  Cuban  sugars,  as  produced, 
were  sold  subject  to  quotations  as  determined  in  the  markets.  These 
quotations  were  variable,  but  the  market  was  assured.  Those  smaller 
factors  and  producers  who  were  borrowers  or  were  in  stress  to  have 
their  crops  marketed  at  an  early  date,  of  course  liquidated  as  speedily 
as  possible.  Those  who  were  m  better  financial  position  who  might 
care  to  anticipate  a  rising  market  sometimes  did  not  move  their 
sugars  to  the  buyers  so  rapidly.  But,  at  any  rate,  there  was  a  con- 
tinued movement  in  accordance  with  economic  laws  from  the  time 
production  began  until  it  closed. 

The  Chairman.  Where  was  that  price  fixed  ? 

Mr,  Knight.  Through  quotations  in  the  New  York  Sugar  and 
Coffee  Exchange. 

The  Chairman.  Were  there  any  disturbing  features  that  entered 
into  the  sugar  situation  in  Cuba  during  the  last  year?  I  want  you 
to  begin  at  the  earliest  disturbing  features  there  were  and  tell  me 
whether  there  were  riots  or  not.  I  do  not  want  the  details,  I  just 
want  to  know  the  facts,  giving  the  dates  as  nearly  as  you  can. 

Mr.  Knight.  There  was  a  political  disturbance  in  Cuba  in  Febru- 
ary and  March  last,  which  of  course  did  not  affect  the  present  crop, 
because  the  present  crop  at  that  time  was  not  planted  or  was  not 
laid  out. 

The  Chairman.  But  it  would  affect  the  crop  that  is  completed  and 
marketed? 

Mr.  Knight.  Yes,  sir. 

Senator  Jones.  Do  you  mean  to  say  that  did  not  affect  the  present 
crop? 

Mr.  Knight.  The  crop  that  is  now  reaching  the  market. 

Senator  Jones.  Do  you  mean  to  say  that? 

Mr.  Knight.  I  do. 

Senator  Jones.  How  long  does  it  take  to  grow  a  crop  in  Cuba? 

Mr.  Knight.  You  must  understand  there  is  not  a  replanting  every 
y^ear. 

Senator  Jones.  But  there  is  a  growing,  is  there  not  ? 

Mr.  Knight.  Oh,  yes. 

Senator  Jones.  Do  you  have  to  pay  any  attention  to  it  in  the  way 
of  cultivation? 

Mr.  Knight.  Yes,  sir. 

Senator  Jones.  Would  not  these  disturbances  have  affected  the 
crop,  then,  to  some  extent? 

Mr.  Knight.  No,  sir.  The  present  crop  was  not  then  laid  out. 
The  past  crop  had  not  then  been  harvested.  It  did  affect  the  crop 
which  reached  its  close  last  year,  but  not  the  crop  which  is  now  being 
harvested. 

The  Chairman.  When  did  those  disturbances  occur? 

Mr.  Knight.  In  February  and  the  early  part  of  March. 

The  Chairman.  Nineteen  hundred  and  seventeen? 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  And  they  lasted  about  how  long  ? 

Mr.  Knight.  Not  more  than  60  days,  according  to  a  bulletin  of 
the  American  Sugar  Refining  Co.,  which  I  have  here.     I  will  read  it 
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briefly.    This  is  on  page  16  of  the  pamphlet  entitled  ^^  Conditions  in 
the  sugar  market " : 

On  February  13  the  first  serious  reports  were  recelveii  In  New  York  of  «n 
uprising  In  Cuba  by  the  Liberal  Party  on  the  eve  of  new  elections  which  had 
been  ordered  in  the  Provinces  of  Santa  Clara,  Oriente«  and  CaniagUey.  These 
reports  were  quickly  followed  by  alarming  rumora  It  was  stated  that 
CamagUey  City  and  Santiago  City  had  been  captured  by  the  rebels,  and  the 
Provinces  of  Santa  Clara,  Camagtley,  and  Orlente  were  under  control  of  rebel 
leaders. 

For  a  period  of  approximately  two  months  rumors  of  extensive  destruction 
of  cane  by  fire  In  the  Island  were  circulated,  although  subsequent  reports  indi- 
cated that  many  of  the  earlier  statements  had  been  exaggerated. 

That  is  about  all  of  that.  Then  there  are  some  details  as  to  rail- 
roads, etc. 

Beginning  with  the  latter  part  of  March,  the  situation  gradually  improved 
and  many  centrales  which  had  been  temporarily  forced  to  suspend  operations 
resumed  grinding. 

The  Chairman.  They  were  grinding  on  the  crop  that  grew  during 
the  summer  and  fall  of  1916  ? 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  That  they  began  harvesting  in  the  fall  of  1916. 
und  continued  to  harvest  and  grind  up  to  the  period  of  these  dis- 
turbances which  occurred  in  Feoruary  s 

Mr.  Knight.  Yes,  sir.  Most  of  the  mills,  I  may  state,  even  some 
of  the  mills  which  were  reported  as  having  been  destroyed  in  dis- 
turbances, went  right  on  grinding.  Not  a  mill  was  destroyed,  and 
many  of  the  mills  which  were  reported  as  having  been  destroyed  in 
reports  spread  by  various  prointerventionist  agencies  in  New  York 
anil  Washington,  in  realitv  were  grinding  all  the  time. 

Senator  Vardaman.  When  do  they  plow  the  cane? 

Mr.  Knight.  Bight  at  the  end  of  the  rainy  season. 

Senator  Vardaman.  What  month? 

Mr.  Knight.  Last  year,  I  should  say,  in  July  and  August,  if  con- 
ditions would  permit. 

Senator  Vardaman.  The  cane  they  plow  in  July  and  August  is 
ready  for  harvesting  at  what  time? 

Mr.  Knight.  This  season  as  early  as  November,  but  later  portions 
uf  the  crop  will  be  coming  in  until  April  and  possibly  May  of  this 
year. 

Senator  Vardaman.  I'hey  finish  cutting  the  cane  aboirt  what  time? 

Mr.  Knight.  As  weather  conditions  permit,  depending  on  the  end 
of  the  rainv  season.  There  is  some  cane  which  stands  from  season  to 
season,  although  it  is  generally  harvested  in  the  following  season, 
its  sucrose  content  being  slightly  diminished  through  the  fact  that 
it  has  stood  in  the  field. 

Senator  Vardaman.  Do  j'OU  finish  cutting  the  cane  by  December 
usually,  the  middle  of  December? 

Mr.  Knight.  Not  in  Cuba;  no,  sir.  Cutting  proceeds  right 
through  the  spring. 

Senator  Vardaman.  Right  through  the  spring? 

Mr.  Knight.  Yes,  sir.  It  is  easier  to  let  cane  stand  in  the  field 
until  it  is  ready  for  use  by  the  mills  than  it  is  to  cut  and  assemble  it 
at  any  one  place  and  risk  the  depreciation  through  storage. 

Senator  Vardaman.  They  finish  the  grinding  of  the  crop  generally 
in  the  early  summer,  do  they  not? 
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Mr.  Knioht.  Yes,  sir. 

Senator  Lodge.  Is  the  sugar  in  Cuba  now  ready  to  be  imported 
into  this  country? 

Mr.  Ki^iOHT.  Yes,  sir.  Mr.  Himely's  review  of  December  26  re- 
ports that  there  is  a  stock  on  hand  in  Cuba  now  of  approximately 
29,000  tons,  as  compared  with  17,000  tons  a  year  ago. 

Senator  Vardaman.  Is  that  all  new  crop  J 

Mr.  Knight.  Yes,  sir.    The  paragraph  introducing  this  says : 

Gratifsrlng  progress  is  being  made  in  Cuba,  as  is  shown  by  the  following 
figures  from  Mr.  Himely. 

That  means  progress  with  the  production,  not  with  the  marketing. 

The  Chairman.  I  wish  we  could  proceed  with  this,  and  I  will  just 
get  through  this  little  pfirt. 

Senator  Vardaman.  All  right.    We  will  give  you  the  right  of  way. 

The  Chairman.  I  am  not  criticizing.  I  think  we  will  get  a  little 
better  understanding  if  we  get  this  point  in,  and  then  it  can  be 
picked  to  pieces  if  it  ought  to  be  and  illuminated  in  every  way.  We 
had  as  a  disturbing  element  this  last  year  the  political  differences 
there  which  ended,  as  you  have  stated — ^ 

Mr.  Knight.  In  March. 

The  Chairman.  I  want  to  ask  if  those  disturbances,  in  your  judg- 
ment, affected  the  sugar  prices  any? 

Mr.  Knight.  They  unSoubtedly  did. 

The  Chairman.  I  observe  that  the  prices  in  January,  1916,  were 
5.95,  and  in  January,  1917,  were  6.75.  Speaking  very  broadly,  the 
same  rate  of  difference  seems  to  have  run  through  those  two  years 
until  we  get  to  the  month  of  March,  1917,  or  approaching  it,  when 
the  price  of  sugar  of  1916  and  the  price  of  sugar  of  1917  are  the 
same — ^$7.  Then,  in  April,  the  price  is  slightly  higher  in  1917  than 
in  1916,  but  only  25  cents,  and  it  runs  along  very  much  the  same 
throughout  the  month  of  April  and  into  the  month  of  May,  the 
l)rice  of  1917  beinff  a  little  higher  than  the  price  of  1916. 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  Those  fibres  would  seem  to  indicate,  then,  would 
they  not,  that  whatever  disturbance  had  come  from  the  political 
matter  was  fully  over 

Mr.  Knight.  It  was. 

The  Chairman  (continuing).  On  March  30,  when  the  price  of 
sugar  for  1917  and  the  price  of  sugar  for  1916  were  exactly  the 
same 

Mr.  Knight.  The  alarming  rumors  had  always  been  discounted 
as  soon  as  it  was  seen  that,  in  spite  of  the  rumored  destruction  of 
mills  and  everything,  the  sugar  was  still  coming  to  the  market.  It 
was  materializing,  at  any  rate. 

The  Chairman.  After  these  political  disturbances  were  over,  was 
there  anything  else  that  arose  to  affect  the  normal  conditions  of  the 
Cuban  market? 

Mr.  Knight.  There  was  an  economic  and  patriotic  situation 
brought  about  through  Cuba's  declaration  of  war,  on  April  7  last, 
against  Germany.  Tnere  seemed  to  be  great  unanimity  of  opinion 
among  the  well-to-do  class  of  Cubans  that  some  concrete  alliance  and 
cooperation  should  be  made  by  Cuba  toward  her  allies  in  the  war. 
Some  favored  the  equipment  of  a  large  army,  which  would  be  sent 
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to  the  battle  lines  in  France.  Others  favored  the  training  of  aviatioi. 
units,  and  still  others  favored  the  raising  of  a  large  amount  of  nionev 
for  tne  Bed  Cross;  and  in  their  dilemma  as  to  me  proper  course  of 
procedure  to  follow  as  a  nation,  although  these  representations  and 
requests  came  unofficially,  the  tJnited  States  minister  in  Cuba  was 
asked  informally  as  to  tne  best  thing  that  Cuba  could  do  to  ^*  do  her 
bit "  in  the  war.  and  the  minister  replied  that  the  best  thing  she  could 
possibly  do  ana  the  greatest  service  she  could  perform  to  her  allies 
would  be  to  raise  the  largest  crop  of  sugar  possible.  This  was  em- 
bodied later  in  the  form  of  a  proclamation,  which  was  translated 
into  Spanish  and  circulated,  as  such  pronunciamentos  usuallv  are  in 
Latin  America,  very  widely  throughout  the  island. 

The  Chairman.  Do  you  happen  to  have  that  proclamation? 

Mr.  Knight.  I  have  not.  1  think  the  Latin- American  Division  of 
the  State  Department  has  it.  I  have  it  in  my  files  in  New  York.  The 
proclamation  was  hailed  on  every  side  with  great  satisfaction.  It 
meant  that  Cuba's  natural  advantages  could  be  linked  with  her  aims 
of  nationalism,  and  the  two  combined  could  perform  a  great  service 
for  the  allies.  So  there  was  more  than  mere  economics  in  the  fact 
that  this  great  crop  was  produced.  There  was  an  element  of  patriot- 
ism which  entered  into  it,  and  credits  were  relaxed  when  such  credits 
meant  the  production  of  sugar,  just  as  in  our  country  we  find  credits 
relaxed  toward  the  purchase  of  Liberty  Bonds  and  various  things. 
This,  then,  appeared  to  be  Cuba's  patriotic  as  well  as  economic  action. 

Senator  Jones.  She  was  doing  this  at  cost,  I  suppose? 

Mr.  Knight.  No  more  so  than  previously,  and  without  regard  to 
any  war  profits  at  all.  In  fact,  I  think  that  the  whole  idea,  as  enun- 
ciated promptly  down  there,  has  been  that  if  there  was  any  profit  at 
all  it  should  be  a  subnormal  profit  rather  than  a  prewar  profit.  That 
would  be,  of  course,  less.  Of  course,  in  raising  the  great  crop  of 
sugar,  which  it  now  appears  will  soon  be  harvested,  a  great  many 
hardsnips  were  imdertaken  by  these  Cuban  producers.  It  was  well 
known  to  them — and  I  am  mentioning  this  merely  to  show  how  patri- 
otic they  were  in  overcoming  these  Obstacles — it  was  well  known  to 
them,  for  instance,  that  the  prices  of  all  material  entering  into  the 
production  of  sugar  had  increased  from  50  to  100  per  cent;  that  labor 
was  bound  to  increase  and  be  scarce;  that  transportation  rates  had 
increased  both  internally  and  from  the  ports  to  the  United  States  and 
other  consuming  nations.  So,  therefore,  they  surmounted  all  these 
difficulties,  and  the  whole  country  was  wrapped  up  in  the  production 
of  a  record  bumper  crop  of  sugar  for  this  season,  an  aim  which  they 
have  accomplished. 

The  Chairman.  You  have  spoken  about  the  thing  that  interfered 
to  encourage  production. 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  And  that  production,  of  course,  you  are  now 
speaking  of,  is  the  production  of  the  crop  now  beginning  to  be 
harvested  ? 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  What,  if  anything,  transpired  to  interfere  with 
sugar  prices  at  any  time  during  the  summer  ? 

Mr.  Knight.  On  August  25,  when  it  well  may  be  said  that  the 
Cuban  producers  were  "  over  the  top  "  as  far  as  the  weather  condi- 
tions and  everything  were  concerned,  they  were  sure  of  an  even 
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break  with  tliis  big  crop,  and  an  announcement  was  made  by  Mr. 
Hoover,  through  tne  public,  information  division  of  the  Food  Ad- 
ministration, that  a  majority  of  the  refiners  of  American  beet  sugar 
had  signed  a  voluntary  pledge  to  be  governed  by  the  administration, 
and  then  the  hope  was  expressed  in  this  public  information  document, 
which  obtained  wide  circulation,  that  through  the  same  medium  the 
minority  might  be  brought  into  line,  and  that  steps  were  being  under- 
taken to  further  concern  itself  with  the  production  of  sugar. 

The  Chairmai^.  That  was  at  what  date  ? 

Mr.  Knight.  August  25.  Previously,  on  August  16,  the  Food 
Administrator  had  closed  the  New  York  sugar  and  coffee  exchange 
to  trading  in  futures. 

The  Chairman.  How  had  that  exchange  been  used  theretofore  in 
the  matter  of  futures?    What  effect  did  that  have  on  the  market? 

Mr.  BENIGHT.  Some  of  the  more  prosperous  Cuban  producers,  if 
they  anticipated  a  rise  in  prices  for  the  actual  crop  which  they  had, 
would  protect  themselves  through  short  transactions  on  the  sugar 
exchange,  which  was  only  another  form  of  insurance  against  loss, 
and  conversely,  those  who  sold  their  su^ar  immediately  and  antici- 
pated possibly  a  rise  in  the  price  of  their  commodity,  but  preferred 
to  get  it  to  the  market,  would  insure  themselves  against  loss  by  buy- 
ing operations  upon  the  sugar  exchange.  And,  as  well,  this  tended 
sometimes  to  stabilize  the  movement  of  sugar  from  the  producer  to 
the  consumer,  raw  sugar  from  the  producer  to  the  refiner,  I  will  say. 

The  Chairman.  When  the  exchange  was  closed,  what  effect  did 
that  have? 

Mr.  Knight.  The  closing  prices  of  that  day  were  the  maximum 
prices  decreed  thenceforth  for  anv  commitments,  pending  further 
action  by  the  United  States  Food  Administration. 

The  Chairman.  Who  made  that  regulation  ? 

Mr.  Knight.  The  Food  Administrator,  I  think;  the  board  of 
governors,  I  will  say,  of  the  sugar  exchange.  It  was  one  of  these 
voluntary  actions  of  which  we  have  heard  so  much.  I  think  I  am 
right  in  saying  that. 

The  Chairman.  I  want  to  call  your  attention  to  sugar  prices  prior 
to  that  time.  I  am  quoting  from  the  list  of  prices  of  the  American 
Sugar  Refining  Co.  On  April  4  the  price  of  sugar  was  7.25.  It 
had  reached  that  point  once  in  February. 

Mr.  Knight.  Rirdon  me.  Senator.  Are  those  c.  and  f.  or  duty 
paid? 

The  Chairman.  These  are  duty  paid. 

Mr.  Knight.  Refined? 

The  Chairman.  Yes;  this  is  the  refined  price  in  this  country.^  I 
take  it  that  the  wholesale  refined  price  in  this  country  will  furnish 
US  a  general  basis. 

Senator  Vardaman.  There  is  a  difference  between  the  wholesale 
price  of  Cuban  sugar,  cane  sugars,  and  those  of  beet  sugar. 

The  Chairman.  Beet  sugar  was  not  then,  I  think,  in  the  market. 
Let  me  again  state  my  que^ion.  The  prices  of  sugar  for  1917  began 
in  the  month  of  January  at  6.75,  fixed  by  the  American  Sugar  Refin- 
ing Co.    I  am  speaking  of  the  prices  in  this  country  of  refined  sugar. 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  On  February  15  they  went  to  $7,  and  with  one 
exception  stayed  at  $7  until  March  22.     On  March  29.  which  is  the 
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next  date  I  have,  they  had  g<xie  to  $7.25.  On  April  12  they  went  to 
$7.50,  and  they  stayed  at  $7.50  until  July  12, 1917.  You  have  spoken 
about  the  proposition  of  Mr.  Hoover  to  have  the  sugar  refiners  enter 
into  this  agreement  touching  the  purchases  of  sugar.  When  was 
thatt 

Mr.  Knight.  What  was  that  ? 

The  Chairman.  When  was  this  that  Mr.  Hoover  made  this  ar- 
ran£^ement? 

]M&.  Knight.  To  close  the  sugar  exchange? 

The  Chairman.  Yes. 

Mr.  Knight.  August  16. 

The  Chairman.  Sefore  Mr.  Hoover  had  made  the  arrangement  of 
August  16,  was  it  known  in  the  sugar  trade  that  an  arrangement  of 
that  kind  was  pending  and  had  been  pending  for  some  30  days? 

Mr.  Knight.  I  recall  published  allusions  to  it,  yes;  in  the  New 
York  sugar  trade. 

The  Chairman.  That  is.  it  was  known  among  the  sugar  trade  for 
some  30  days  before  August  16  that  there  were  some  questions  going 
on  about  the  fixing  of  the  price  of  sugar? 

Mr.  Knight.  They  thought  they  were  coming  next. 

The  Chairman.  Who  thought  tney  were  comm^  next  ? 

Mr.  Knight.  The  sugar  interests.  They  thought  they  were  going 
to  be  the  next  to  get  it.    That  is  about  the  impression. 

Senator  Jones.  What  do  you  mean  by  "  get  it "  ? 

Mr.  Knight.  Getting  regulation,  price  regulation. 

The  Chairman.  When  did  that  opmion  get  abroad? 

Mr.  Knight.  The  opinion 

The  Chairman.  That  there  was  going  to  be  an  arbitrary  inter- 
ference with  the  usual  course  of  trade — and  when  I  say  "  arbitrarv," 
I  do  not  use  it  in  any  bad  sense ;  I  mean  a  positive  interference. 

Mr.  Knight.  I  think  it  became  generally  known  to  the  public— 
that  is,  the  consuming  public — about  the  26th  of  August,  when  the 
public  information  division  of  the  United  States  Food  Administra- 
tion issued  one  of  its  bulletins. 

The  Chairman.  I  call  your  attention  to  the  fact  that  Mr.  Hoover 
was  appointed  food  controller  on  May  19 ;  that  the  food-control  bill 
was  introduced  in  the  House  on  June  11,  and  that  it  passed  the 
House  on  June  23,  and  it  finally  passed  the  Senate  on  tJuly  21.  I 
am  calling  your  attention  to  dates,  and  I  might  ask  you  whether  this 
agitation  about  food  control  had  any  effect  upon  prices,  from  your 
observation  ? 

Mr.  Knight.  I  can  not  speak  technically  upon  that,  but  I  can 
speak  generally.  Of  course,  the  whole  proposed  domestic  excise  tax. 
the  repeal  of  the  customs  drawback,  and  various  other  measures  of 
proposed  le^slation.  as  well  as  the  impending  action  of  the  Food 
Administration,  had  a  considerable  effect  upon  the  sugar  in  Cuba. 
I  paid  particular  attention  to  the  Cuban  situation,  rather  than  the 
American  situation. 

The  Chairman.  Do  you  remember  whether  or  not  Mr.  Hoover's 
statements  made  before" the  Committee  on  Agriculture  of  the  Senate. 
and  some  committee  of  the  House,  touching  a  probable  shortage  of 
sugar,  had  been  published  prior  to  that  ? 

Mr.  Knight.  Thev  had. 
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.The  Chairman.  I  want  to  call  your  attention  to  the  list  of  prices 
which  I  have  here,  and  which  are  compiled  accurately  from  the  Wil- 
lett  &  Gray's  prices  quoted  for  the  American  Sugar  Eefining  Co. 
I  will  thank  you  if  you  will  look  at  this.  Beginning  where  1  was 
talking  about,  July  12  the  price  went  to  7.50,  then  it  jumped  to  7,65 
on  July  19,  and  on  July  26  to  7.75,  and  then,  during  the  week  from 
July  26  to  August  2,  it  jumped  to  8.15,  and  then  went  as  high  as 
8.40,  clear  up  into  the  month  of  September. 

Mr.  Kkiqht.  Yes,  sir. 

The  Chairman.  Can  you  tell  us  what  cause  or  causes  brought 
about  those  sugar  prices,  or  contributed  to  themf 

Mr.  Knight.  Contributed,  I  should  think,  because  there  are  un- 
doubtedly contributory  causes  in  regard  to  western  beet  sugar  about 
which  I  know  nothing.  There  was  a.  demand  for  the  raw  sugar 
remaining  on  the  market,  and  as  the  raw  su^ar  in  Cuba  was  sold  and 
the  quantity  unsold  became  less  and  the  visible  supply  became  less, 
of  course  the  offerings  for  it  increased,  and  because  persons  wlio  were 
active  in  the  market,  we  might  say,  took  on  commitments  to  safe- 
guard themselves  against  any  possible  shortage  later  on  which  might 
follow  as  a  result  of  what  you  t«rmed  the  arbitrary  interference  or 
control. 

I  surmise  that  to  be  their  interest  and  motive  in  interesting  them- 
selves in  the  big  demand;  although  I  can  not  be  positive  that  would 
be  the  inference. 

Senator  Jones.  How  could  they  do  that  if  the  sngar  did  not  exist! 
They  could  buy  what  existed  to  protect  themselves,  but  how  could 
they  biiy  that  which  did  not  exist  f 

Mr.  Knight.  They  were  buying  that  for  future  delivery,  and,  of 
course,  the  next  crop  was  then  being  produced. 

Senator  Jones.  The  next  cane-sugar  crop? 

Mr.  Knight.  Yes.  This  was  in  August  and  September  we  are 
speaking  of. 

Senator  Jones.  Providing  for  future  delivery — how  far  in  the 
future ! 

Mr.  A.  H,  Lahdorn.  For  the  following  July  and  August. 

Mr.  Knight.  Practically  a  year  in  advance? 

Mr.  A.  H.  liAMBORN.  Exactly  a  year  in  advance. 

The  Chairman.  Did  this  agitation  of  a  visible  sugar  shortage  have 
any  effect  on  the  sugar  trade  in  stimulating  competition,  with  the 
result  of  higher  prices! 

Mr.  Knight.  Undoubtedly.    Do  you  care  to  have  me  amplify  that! 

The  Chairman.  Yes. 

Mr.  Knight.  There  were  buyers,  of  course,  representing  vari 
interests  which  were  acting  independently.  Kach  wanted  to  si 
guard  himself  against  what  he  feared  would  be  a  shortage  in  suj 
and  naturally  they  were  bidding  against  each  other,  and  the  qui 
tions  for  the  sugar  at  that  time  were  higher  than  the  quotations  be! 
the  Food  Administration  had  interested  itself  in  making  this 
nouncement. 

Senator  Jones.  Let  me  ask  you  this;  Were  the  refiners  of 
United  States  at  that  time  buying  futures  on  the  New  York  '. 
change! 

Mr.  Kmioht.  I  do  not  know.    There  was,  up  to  the  time  the  su 
exchange  was  closed,  great  activity  on  the  sugar  market. 
88464—18 17 
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Senator  Jones.  I  know,  but  by  whom  ? 

Mr.  Knight.  I  do  not  know  the  identity  of  the  traders.  I  assume 
the  brokers  keep  those  things  confidential. 

Senator  Jones.  What  I  am  getting  at  is  whether  the  real  and  sub- 
stantial sugar  trade  was  doing  this,  or  whether  it  was  a  bunch  of 
speculators  up  there  who  were  gambling  in  futures  or  not! 

Mr.  Knight.  I  do  not  know  whether  they  were  speculators  or  not, 
but  whoever  they  were,  whatever  they  were  doing  was  regulating  the 
market  for  the  sugar  trade. 

Senator  Jones.  Well,  now,  with  this  expectation  of  sugar  regula 
tion  coming  on,  only  a  small  crop  of  sugar  remaining 

Mr.  Knight.  A  small  amount. 

Senator  Jones.  A  small  portion,  I  mean,  of  the  crop  remaining,  do 
you  believe  that  sugar  refiners,  those  who  dealt  with  the  actual  raw 
sugars  of  Cuba,  were  buying  sugar  on  that  exchange  for  delivery 
during  this  present  season  ? 

Mr.  Knight.  I  can  not  say  as  to  that  who  were. 

Senator  Jones.  I  would  like  to  get  the  trend  of  your  mind.  Do 
you  think  the  closing  of  the  New  York  Sugar  Exchange  we  are 
talking  about  was  a  bad  thing  at  the  time  it  was  done? 

Mr.  i^NiGHT.  Of  course,  as  to  that  no  one  of  us  can  tell.  Senator, 
becfause  those  things  materialize  annually,  rather  than  daily  or 
weekly  or  monthly. 

Senator  Jones.  I  was  gathering  the  impression  that  you  were  of 
the  opinion  that  it  was  a  bad  thing. 

Mr.  Knight.  The  best  opinion  among  the  sugar  producers  which 
so  far  has  found  currency  upon  this  matter  was,  I  think,  voiced  in 
the  standard  technical  sugar  trade  journal  called  El  Mundo  Azu- 
carero,  in  its  September  issue,  and  it  discussed  the  sugar  exchange 
and  the  probable  effect  upon  the  sugar  situation  its  closing  would 
have. 

Senator  Jones.  You  mean  so  far  as  the  Cuban  situation  was  con- 
cerned ?  • 

Mr.  Knight.  No  ;  so  far  as  the  production  was  concerned. 

Senator  Jones.  You  mean  in  Cuba? 

Mr.  Knight.  We  must  naturallv  think  of  Cuba ;  it  being  the  largest 
factor  in  su^ar  production  in  the  world,  we  must  think  of  it  that  way. 
This  is  published  in  the  United  States,  I  may  add. 

Senator  Jones.  Oh,  it  is? 

Mr.  Knight.  It  is  an  American  publication.  I  will  quote  from  a 
translation  of  what  is  published  in  Spanish. 

Senator  Jones.  It  is  published  in  Spanish,  is  it? 

Mr.  Knight.  Yes.  I  will  quote  from  this  editorial.  It  is  headed 
"  El  Mercado  Azucarero — ^The  Sugar  Market."  It  then  goes  on  to 
discuss  the  production,  and  so  forth,  and  then  proceeding  to  the 
closing  of  the  sugar  exchange,  says : 

The  closing  of  the  New  York  Sugar  Exchange  was  recently  effected  after  a 
brilliant  success  attained  in  seven  years'  experience.  These  sugar  speculators 
were  aiways  redeeming  the  market  wlien  prices  were  low — 

That  is,  as  we  say,  strengthening  the  market — 

and  disposing  of  their  profits  when  the  price  went  up.  and  disposing  of  their 
purchases  when  the  price  was  sufficiently  raisetl.  This  combination  made  of 
tlie  sugar  exchange  the  dominating  instrument  in  the  sugar  industry — ^an  in- 
strument which  destroy e<l  the  plans  of  a  New  York  clique  who  are  opposed  to 
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the  exchange,  the  same  In  New  York  as  In  New  Orleans.  They  have  hart  suc- 
cess In  their  opposition,  which  has  been  effective  In  closing  the  institution  for 
the  present.  ♦  ♦  •  The  Republic  of  Cuba,  although  it  is  not  subject  to  the 
food  laws,  will  be  one  of  the  countries  suffering  most  from  the  closing  of  the 
New  York  Sugar  Exchange. 

Senator  Jones.  Now,  I  suppose  you  read  that  because  you  approve 
it,  do  you  not? 

Mr.  Knioht.  I  am  readino^  it  merely  as  a  vehicle  of  bringing  to  you 
the  expression  of  the  best  thought  among  the  cane-sugar  producers. 

Senator  Jones.  You  believe  that  that  is  the  view  they  have  taken 
of  it,  do  you  ? 

Mr.  Knight.  It  shows  the  view  of  the  sugar  producers. 

Senator  Jones.  You  are  here  as  an  expert,  as  I  understand. 

Mr.  Knight.  I  do  not  so  understand. 

Senator  Jones.  Then  I  do  not  see  why  your  opinion  should  be 
asked  about  those  things. 

Mr.  Knight.  I  have  been  trying  to  cite  matters  of  record  rather 
than  of  individual  opinion,  and  I  think,  if  you  will  examine  the 
record,  you  will  find  that  I  have  cited  facts  or  statistics  or  matters 
which  are  of  known  record  rather  than  my  personal  opinion  in  this 
matter.    I  am  citing  these  facts. 

Senator  Jones.  Now,  you  were  giving  it  as  your  opinion,  were  you 
not.  or  trying  to  leave  it  as  your  impression,  that  the  closing  of  that 
exchange  was  a  bad  thing? 

Mr.  Knight.  I  am  reading  from 

Senator  Jones.  I  mean  in  your  previous  testimony  here? 

Mr.  Knight.  I  was  merely  recitmg  what  happened.  There  can  be 
no  opinion  as  to  what  happened — ^no  diversity  of  opinion. 

Senator  Jones.  Not  as  to  whether  the  exchange  closed  or  not? 

Mr.  Knight.  No,  sir. 

Senator  Jones.  But  were  you  not  citing  that  as  one  of  the  disturb- 
ing things  in  the  market  ana  as  a  bad  thing  for  the  market? 

Mr.  Knight.  An  examination  of  my  statement  will  reveal  no  such 
thing. 

Senator  Jones.  In  other  words,  you  do  not  mean  to  leave  that  im- 
pression, then,  that  the  closing  of  the  exchange  was  a  bad  thing? 

Mr.  Knight.  I  can  not  pass  an  opinion  on  it. 

Senator  Jones.  You  can  not  ? 

Mr.  Knight.  Not  a  personal  opinion. 

Senator  Jones.  Very  well,  then. 

Mr.  Knight.  I  can  merely  cite  opinions  which  are  of  more  value 
than  mine. 

Senator  Jones.  Then  you  are  not  citing  your  opinion  rather  than 
anbody  else's  ? 

Mr.  Knight.  I  was  reading  from  a  publication  which  is  very 
widely  circulated. 

Senator  Jones.  But  I  am  not  speaking  of  that. 

Mr.  Knight.  Yes. 

Senator  Jones.  I  did  not  ask  you  what  somebody  else  said  about  it. 

The  Chairman.  I  did. 

Senator  Jones.  Go  ahead,  then,  if  you  want  to  draw  it  out. 

The  Chairman.  I  was  asking  him  what  those  conditions  were 
which  transpired  during  the  latter  part  of  that  summer;  and  you 
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then  suggested  that,  among  other  things  one  of  the  things  that  hap- 
pened, was  the  closing  of  the  sugar  exchange. 

Mr.  Knight.  Yes. 

The  Chairman.  That  was  the  line  of  my  questions;  and  then, 
Senator  Jones,  you  asked  some  questions,  ana  he  stated  that  he 
could  give  you  the  opinion  of  the  trade  from  this  journal,  and  he 
was  reading  the  journal.  I  do  not  think  the  witness  has  undertaken 
himself  to  pass  on  what  caused  the  high  prices,  but  I  am  perfectly 
willing  to  ask  him  what  is  his  opinion  about  these  causes  when  we 
get  to  it. 

What  else  happened  along  about  that  time,  if  you  know  ? 

Mr.  Knight.  The  Public  Information  Division  of  the  Food  Ad- 
ministration issued  one  of  its  first  bulletins. 

The  Chairman,  When  was  that? 

Mr.  Knight.  On  Auffust  26.  It  was  issued  for  publication  on 
August  26  and  was  published,  and  referring  to  the  beet-sugar  pro- 
ducers of  the  country — referring  not,  of  course,  to  the  producers,  but 
to  the  mill  owners,  although  it  said  " producers" — ^it  said  as  follows; 

The  beet-suffar  producers  of  the  country  have  patriotically  agreed  with  the 
Food  Administration  to  limit  the  price  of  their  sugar  to  a  basis  which  should 
result  in  a  reduction  of  about  li  cents  a  pound  from  the  present  price,  effecting 
a  saving  of  $30,000,000  to  the  consuming  public  between  now  and  the  first  of 
next  year. 

Owing  to  the  holders  of  the  remainder  of  the  Cuban  crop  nslsing  exorbitant 
prices  for  their  sugar,  the  price  has  advances!  during  the  last  few  weeiss  by  over 
lit  cents  per  pound.  The  new  Cuban  crop  will  not  be  available  until  the  latter 
part  of  December;  and  if  this  high  price  is  to  continue  until  that  time,  the 
American  public  will  have  paid  about  $30,000,000  more  for  their  sugar  than 
would  otherwise  have  been  the  case.  The  beet-sugar  production  of  about  800.000 
begins  to  come  into  the  ma  rivet  during  the  month  of  September  and  should 
furnish  the  bulk  of  supplies  between  then  and  the  first  of  next  year,  when 
the  Cuban  crop  will  be  available. 

This  statement  was  widely  published,  and,  as  I  read  it,  it  was 
republished  in  a  publication  called  the  Louisiana  Planter  and  Sugar 
Manufacturer,  and  I  have  seen  the  journal,  and  this  is  a  correct  quota- 
tion. There  is  some  comment  by  the  editor  at  the  end  of  this  which 
I  will  pass  over  unless  it  is  desired  to  see  what  reception  this 
received. 

The  Chairman.  What  is  that  comment?  We  can  not  tell  without 
seeing  it.    Is  that  a  standard  journal  of  the  sugar  trade? 

Mr.  Knight.  Yes;  of  the  cane-sugar  trade.  It  is  one  of  the 
largest,  I  might  say,  and  one  of  the  most  influential.  I  read  further 
from  this.  The  heading  of  this,  which  is  on  page  153,  is  "  Remarks 
By  the  Editor."    It  is  as  follows : 

We  must  resent  the  opening  lines  of  the  second  paragraph  of  this  communica- 
tion from  the  food  control  board  in  Washington.  The  statement  that  tlie 
holders  of  the  remainder  of  the  Cuban  crop  are  asking  "  exorbitant "  prices  for 
tlieir  sugar  we  believe  to  be  untrue  as  we  understand  the  definition  of  the  wonl 
"  exorbitant."  Sugar  Is  now  somewhat  less  than  three  times  its  normal  price, 
while  wheat  and  Indian  corn  are  selling  at  three  times  their  normal  price,  ns  is 
also  cotton.  Beef  and  pork  are  likewise  selling  at  double  or  ti*iple  their  normal 
prices. 

The  Chairman.  Is  that  the  comment  of  the  journal? 
Mr.  Knight.  Yes. 

The  Chair3£an.  I  thought  it  was  something  about  this 

Mr.  Knight.  It  is  all  from  the  Food  Administration,  except  the 
closing  paragraph,  which  I  am  reading. 
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Senator  Vardaman.  I  want  to  ask  you  about  something.  The 
trend  of  that  editorial  was  to  impress  tne  public  with  the  fact,  and 
the  cane-sugar  producers  of  New  Orleans  with  the  fact,  that  the  act 
of  the  Food  Administrator  had  lowered  the  price  of  sugar,  was 
it  not? 

Mr.  Knight.  I  do  not  get  that  from  his  conclusion. 

Senator  Vardaman.  That  is  a  publication  in  the  interests  of  sugar, 
is  it  nott 

Mr.  Knight.  Of  the  producers^ 

Senator  Vardaman.  And  he  is  particularizing  against  the  action 
of  the  Food  Administrator,  as  it  seems,  because  the  effect  was  to 
lower  the  price? 

Mr.  Knight.  The  editor  in  his  conclusion  makes  a  different  state- 
ment. 

Senator  Vardaman.  Go  ahead  and  put  it  in  there,  then. 

Mr.  ]&Ni0HT  (continuing  to  read) : 

Beef  and  pork  are  likewise  selling  at  double  or  triple  their  noraiul  prices, 
and  this  charge  of  exorbitant  prices  made  against  the  Cuban  holders  of  sugar 
is  probably  Incited  by  the  sugar  refining  combination  in  New  York,  which 
recently  assured  the  Government  that  they  would  provide  100,000  tons  of  sugar 
u  month  for  the  use  of  the  Army  and  Navy,  when  those  signers,  with  their 
Individiml  or  con)orate  cai>]tal,  did  not  make  or  produce  a  pound  of  sugar 
In  a  year,  but  ars  simply  sugar  refiners,  anxious  to  secure  i\h  wide  a  margin 
from  the  refining  i)rocoss  as  would  tlie  .sugar  planters  who  planted  the  canes 
and  manufacture<l  them  Into  sugar  by  their  own  proce>;s  of  product  ion.  The 
hand  of  the  Sugar  Trust  is  perceptible  In  all  of  these  recent  manipulations  o£ 
the  s\igar  market  and  of  sugar  control. 

I  might  state  that  the  stocks  of  Cuban  sugars  were  very  low  at 
that  time  and  the  bulk  of  the  Cuban  stock  had  been  sold  and  was  in 
the  hands  of  the  refiners,  and  reached  the  consumer  at  a  price  lower 
than  the  statistical  average  price  of  Cuban  sugar  for  the  season. 

Senator  Vardabian.  And  the  effect  of  that  was  to  increase  the 
price  of  sugar  in  the  hands  of  the  sugar  refiner — the  Sugar  Trust? 

Mr.  Knight.  I  am  speaking  merely  as  to  the  effect  it  had  upon 
Cuban  production  and  upon  the  Cuban  situation,  because  the  Chair- 
man's line  of  questioning  was  directed  along  that  line,  and  in  any 
such  digressions  as  these  I  could  not  hazard  any  more  of  an  opinion 
than  anyone  else. 

Senator  Vardaman.  That  editor  there  refers  to  the  fact  that  ho 
sees  the  Italian  hand  of  the  Sugar  Trust  in  that  ? 

Mr.  Knight.  Yes ;  that  was  it,  apparently. 

Senator  Vardaman.  What  was  the  purpose  of  the  Sugar  Trust  in 
that?  That  is  what  I  want  to  know.  How  would  it  affect  the  Sugar 
Trust? 

Mr.  Knight.  He  probabljr  had  some  impression  that  possibly  the 
Sugar  Trust  might  be  associated  in  some  way  with  whatever  plans 
the  Food  Administration  had  in  controlling  the  coming  crop.  If 
so,  I  desire  to  go  on  record  as  complimenting  him  on  whatever  divi- 
nation or  whatever  psychic  qualities  he  had. 

Senator  Vardaman.  He  dipped  into  the  future? 

Mr.  Knight.  Yes;  and  apparr'ntly  he  obtained  a  correct  forecast. 

The  Chairman.  This  sintement  is  made  in  a  publication  set  out 
in  a  journal  of  the  Food  Control,  that  they  had  fixed  the  price  ot 
the  beet-sugar  crop  at  7.25? 
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Mr.  Knight.  Yes. 

The  Chairman.  And  further,  the  statement  is  made  that  that 
crop  would  begin  to  reach  the  market  in  September  and  would  fill 
the  gap? 

Mr.  Knight.  Fill  the  gap ;  yes,  sir. 

The  Chairman.  Asa  matter  of  fact,  it  did  not  fill  the  gap,  did  itf 

Mr.  Knight.  It  did  not. 

The  Chairman.  Now,  let  us  deal  with  the  question  of  price.  If 
there  had  bei^n  no  regulation  of  price  for  beet  sugar  and  it  nad  como 
on  to  the  market  in  the  month  of  September,  can  you  give  us  any 
opinion,  based  upon  previous  knowledge  and  upon  previous  expe- 
rience, as  to  whether  or  not  that  sugar,  coming  on  to  the  market— an 
open  market — ^would  have  put  the  price  up  or  put  it  down? 

Mr.  Knight.  It  undoubtedly  would  have  depressed  quotations. 

The  Chairman.  In  other  words,  the  Cuban  crop  was  pretty  well 
exhausted  at  the  period  we  are  speaking  of,  which  was  in  August? 

Mr.  Knight.  Yes.  sir. 

The  Chairman.  And  if  there  was  a  new  supply  came  on  of  beet 
sugar — of  how  many  hundred  thousand  tons? 

Mr.  Knight.  I  think  800,000  tons. 

The  Chairman.  SufiScient  to  fill  the  gap,  as  this  circular  states^ 
and  if  that  was  thrown  on  the  open  market,  it  would  have  depressed 
the  price  of  sugar? 

Mr.  Knight.  Certainly. 

The  Chairman.  There  is  no  doubt  about  that? 

Mr.  Knight.  Judging  by  what  has  happened  in  the  past. 

The  Chairman.  \  es.  So  that  if  that  is  true,  the  fixing  of  the  price 
of  beet  sugar  at  7.25  and  of  the  entire  crop  which  was  to  come  in  and 
fill  the  gap,  had  a  tendency  to  deprive  the  public  of  a  lower  price  of 
sugar  up  to  the  full  benefit  of  the  reduction  which  would  have  come 
from  the  sugar  flowing  in  in  a  natural  way  ? 

Mr.  Knight.  Judging  by  what  has  happened  in  the  market,  that 
would  be  the  conclusion. 

The  Chairman.  And  now,  while  we  are  at  that:  If  the  beet  sugar 
had  commenced  to  come  into  the  market  in  September  in  sufficient 
quantities  to  fill  the  gap — I  believe  that  is  the  language,  is  it.  Let 
me  have  that  circular.   This  is  from  what  you  have  reao.    It  says : 

The  beet-sugar  production  of  about  800,000  begins  to  come  into  the  market 
cUirlng:  the  month  of  September  and  should  furnish  the  bulk  of  supplies  between 
then  and  the  first  of  next  year,  when  the  Cuban  crop  will  be  available. 

If  that  had  been  done  and  the  price  had  come  down,  as  you  have 
stated — the  price  of  beet  sugar — that  would  have  reduced  the  price  of 
all  cane  sugar  then  on  hand,  would  it  not? 

Mr.  Knight.  Of  all  refined  sugars;  yes. 

The  Chairman.  Of  all  refined  sugars;  yes.  Well,  it  would  also 
have  controlled  the  market  of  those  raw  sugars  which  might  there- 
after be  refined  ? 

Mr.  Knight.  There  was  such  a  negligible  quantity  of  them  at  that 
time  that  with  the  refined  sugars  reaching  the  market,  I  do  not  believe 
that  the  price  of  raws  would  have  made  much  particular  difference  at 
that  particular  time. 

The  Chairman.  But  you  were  speaking  of  raws  also.  Were  you 
also  speaking  of  the  Hawaiian  sugars? 

Mr.  Knight.  Of  Cuban  sugars. 
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The  Chairmak.  Assuming  that  there  was  something  like  800,000 
tons  of  Hawaiian  cane  sugars,  raw,  on  hand,  or  coming  on  their  way 
to  this  market,  if  the  beet  sugar  had  been  thrown  upon  the  market^ 
these  800,000  tons,  without  any  price  regulation,  and  it  had  depressed 
the  price,  that  would  have  compelled  the  sale  oi  cane  sugars  whether 
they  came  from  Hawaii  or  whether  they  came  from  Cuba,  at  a  price 
that  would  meet  the  competition  of  the  beet  sugar,  would  it  not. 

Mr.  Knight.  I  should  say  so,  in  the  light  oi  what  had  happened  in 
the  normal  market  previously. 

The  Chairman.  That  has  always  happened  in  every  market,  has 
it  not? 

Mr.  Knight.  Oh,  yes. 

The  Chairman.  Suppose  there  was  not  enough  beet  sugar  to  go 
around;  then  what  would  have  occurred? 

Mr.  Knight.  I  think  that  the  visible  supply  of  sugar  at  that  time 
was  sufficient  to  meet  the  needs;  that  is,  the  visible  supply  of  refined 
su^ar  in  this  country. 

Senator  Jones.  You  do? 

Mr.  Knight.  Yes. 

Senator  Jones.  You  do  not  think  there  was  a  shortage  of  sugar  in 
September,  1917? 

Mr.  Knight.  Oh,  there  was  a  shortage  to  the  individual  consumer, 
but  not  a  ton  shortage. 

Senator  Jones.  Where  do  you  get  that  information? 

Mr.  Knight.  What  time  did  you  say — what  date  ? 

Senator  Jones.  In  September. 

Mr.  Knight.  I  think  the  stocks  were  below  normal  in  September. 
I  was  thinking  of  the  time  when  the  Louisiana  sugar  came  in. 

Senator  Jones.  Yes. 

The  Chairman.  Assuming  that  this  statement  contained  this  cir- 
cular sent  out  by  the  food  control,  and  which  I  am  about  to  read, 
is  correct,  namely : 

The  new  Cuban  crop  will  not  be  available  until  the  latter  part  of  December, 
and  If  this  high  j^rlce  Is  to  continue  until  that  time,  the  American  public  will 
have  paid  about  $30,000,000  more  for  their  sugar  than  would  have  otherwise 
have  been  the  case. 

With  that  preliminary  statement,  assuming  this  statement  to  be 
true: 

The  beet-sugar  production  of  about  800,000  tons,  begins  to  come  Into  the 
market  during  the  month  of  September  and  should  furnish  the  bulk  of  supplies 
between  then  and  the  first  of  next  year. 

Assuming  that  that  was  true,  that  that  beet  sugar  could  come  in 
flnd  that  it  would  furnish  the  bulk  of  the  supplies,  would  it  not  in- 
evitably have  reduced  the  price  if  there  was  suflScient  to  furnish  the 
bulk  of  the  supplies? 

Mr.  Knight.  If  the  cost  of  beet  sugar  to  the  consumer  was  based 
upon  the  usual  economic  laws,  I  should  say  certainly,  in  the  light 
OI  what  has  always  happened  before. 

The  Chairman.  Now,  proceeding  from  that  point:  The  agreement 
was  fixed  at  7.25  for  beet  sugar  and  that  agreement  was  furnished 
and  published  on  August  2G,  1917? 

Mr.  Knight.  Yes. 
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The  Chairman.  I  want  to  call  your  attention  to  the  fact  that 
taking  the  year  1916  and  coming  to  the  months  of  July  and  August, 
we  find  the  highest  price  in  July  and  early  in  August} 

Mr.  Knight.  Yes. 

The  Chairman.  That  prevailed,  and  then  there  was  a  drop  by 
the  middle  of  August  to  $7,  and  in  September  it  went  on  down  to 
$6.40  and  $6.75,  and  continued  in  the  neighborhood  of  $6.75  and  $7 
until  the  months  of  October  and  November? 

Mr.  Knight.  There  was  a  price  recession  from  the  middle  of  July 
until  the  latter  part  of  September. 

The  Chairman.  In  1916? 

Mr.  Knight.  Yes. 

The  Chairman.  In  this  year,  with  this  regulation  of  beet-sugar 
prices  at  $7.25,  which,  by  the  way,  were  above  the  prices  of  1916  for 
that  same  period  of  time,  were  they  not — ^that  is,  they  were  above 
the  prices  that  prevailed  for  the  month  of  September  and  the  latter 
part  of  August  ? 

Mr.  Knight.  I  have  not  those. 

The  Chairman.  Well,  I  have  them  here. 

Mr.  Knight.  Yes. 

The  Chairman.  With  that  recession  of  prices  made  on  or  about 
the  26th  day  of  August — about  that  date — what  happened,  now,  to 
the  general  prices  of  sugar  in  the  United  States?  Did  they  go  down 
from  the  26th  day  of  August  immediately  ?  [After  a  pause.]  Well, 
I  call  your  attention  to  the  figures  here. 

Mr.  Knight.  No  ;  they  increased,  according  to  the  record  I  have. 

The  Chairman.  In  order  that  they  may  go  in,  I  will  read  from 
the  figures,  as  follows : 

On  August  2  the  price  was  $8.15.  On  August  9  the  price  was 
S8.40.  On  August  16  the  price  was  $8.90;  on  August  23,  $8.40;  on 
August  30,  $8.40. 

So  that  the  price  at  the  date  when  this  publication  was  sent  out  was 
$8.40. 

The  price  on  the  date  that  the  agreement  as  to  beet-sugar  prices 
was  fixed  at  $8.40.  On  September  13  the  price  was  $8.40.  On  Sep- 
tember 20  the  price  was  $8.40.  On  September  27  the  price  was  $8.40. 
Do  you  see  any  indication  in  that  that  fixing  the  price  of  beet  sugar 
had  reduced  the  price  of  cane  sugar  up  to  this  period  of  the  agree- 
ment at  all? 

Mr.  Knight.  Obviously,  I  do  not. 

The  Chairman.  Now  we  come  to  October  4,  which  is  the  next  date 
I  have.  I  have  these  prices  by  weeks.  The  price  dropped  to  $8.35 
and  continued  at  $8.35  as  sold  by  the  American  Sugar  Befining  Co. 
until  December  6,  1917.  There  is  no  reduction  there  in  sugar  prices 
to  the  American  people,  is  there? 

Mr.  Knight.  The  market  was  very  strong  then. 

The  Chairman.  And  during  that  period  in  other  years  the  prices 
had  been  more  moderate  than  that  by  nearly  a  dollar? 

Mr.  Knight.  The  price  levels  were  lower. 

The  Chairman.  Yes.  It  is  only  since  December  13,  1917,  that  the 
price  has  gone  to  $8.15.  I  have  here  the  table  which  is  taken  from 
VVillett  &  Gray. 

Mr.  Knight.  Yes,  sir. 
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llie  Chairman.  So  that  up  to  date  it  does  not  appear  that  there 
has  been  any  restriction  in  price  by  virtue  of  this  beneficent  agree- 
ment made  with  the  beet  sugars,  does  it? 

Mr.  KxiGHT.  It  would  not  appear  so  from  the  record. 

The  Chairman.  And  now,  seeking  prices  that  are  to  prevail  next 
year  or  to  prevail  for  the  present  cane  crop  which  is  being  harvested 
and  which  has  not  reached  this  country,  is  a  matter  that  rests  in  the 
future. 

Mr.  Knight.  Under  normal  conditions. 

The  Chairman.  Under  normal  conditions;  yes.  What  is  going  to 
work  out  for  present  conditions ;  as  a  matter  of  fact  for  the  future, 
because  we  do  not  know  what  is  in  the  future,  of  course. 

Mr.  Knight.  Yes,  indeed. 

The  Chairman.  So  that  if  the  American  people  have  saved  this 
thirty  or  sixty  or  ninety  millions  of  dollars,  or  whatever  sum  it 
was  that  Mr.  Hoover  mentioned  yesterday,  if  they  are  to  save  it 
they  have  not  yet  received  that  money,  for  the  price  of  sugar  has 
not  gone  down  since  these  arrangements  were  made  materially;  that 
is  the  situation,  is  it  not? 

Mr.  Knight.  Yes,  sir.  I  have  here  a  little  diagram  which  shows 
the  daily  trend  of  the  sugar  market  in  November  and  December, 
and  it  shows  that  whereas  the  price  for  refined  sugar  has  remainea 
stationary  or  about  so,  and  whereas  the  comparison  of  the  cost  of  re- 
fined sugar  this  year  over  the  price  last  year  shows  an  advance,  and 
a  comparison  of  the  cost  of  raw  sugar  of  this  jrear  over  last  year 
shows  an  advance,  the  difference  between  the  price  of  raw  and  re- 
fined has  increased  this  year  rather  than  last  year,  and  that  the  gen- 
eral normal  rise,  as  affecting  both  ends,  is  reflected  more  so  by  the 
refined  production  than  by  the  raw.  In  view  of  the  facts  as  to  the 
increased  cost  of  producing  raw  sugar  I  think  that  the  fact  that  the 
raw  sugar  producers  have  received  proportionately  less  for  their 
product  might  be  of  interest.  This  is  in  graphic  form,  and  if  you  care 
to  put  it  in  the  record  I  will  state  that  it  is  from  a  trade  publication 
which  is  not  affiliated  with  Cuban  sugar  production  in  any  way. 

(The  diagram  referred  to  was  marked  by  the  stenographer  "Ex- 
hibit No.  181.") 

Senator  Jones.  You  have  been  working  in  the  interests  of  the 
Cuban  producer  of  cane  sugar,  have  you  not,  a  good  deal  of  the  time 
during  the  last  few  vears? 

Mr.  Knight.  I  have  never  had  any  personal  or  business  relations 
with  any  Cuban  producers  as  a  class.    I  know  a  few  individuals. 

Senator  Jones.  As  individuals? 

Mr.  Knight.  I  Imow  a  few  of  them  individually. 

Senator  Jones.  As  long  as  you  have  made  that  answer  I  will  ask 
you  if  you  have  not  been  employed  by  some  of  the  people  of  Cuba 
who  are  interested  in  the  producing  of  sugar. 

Mr.  Knight.  Not  on  any  sugar  matters  whatever. 

Senator  Jones.  Why  have  you  been  giving  so  much  attention  to 
sugar,  then? 

Mr.  Knight.  I  have  heard  so  much  about  refiners  and  mills,  Sen- 
ator— ^I  came  down  here  merely  as  an  observer,  because  I  was  here 
on  another  matter,  but  I  have  heard  so  much  about  refiners  and  mill 
men,  the  manufacturers,  and  all  this,  and  I  have  heard  so  little 
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which  is  either  true  or  seems  worthy  of  consideration  from  the  cane 
producer  that  I  placed  myself  at  the  disposal  of  the  committee. 

Senator  Jonks.  When  you  laid  the  foundation  for  your  testimony 
you  left  the  impression  upon  my  mind,  at  least,  that  you  had  been 
devoting  your  time  to  a  study  of  these  things  for  four  or  five  years. 

Mr.  Knight.  In  the  Cuban  sugar  situation? 

Senator  Jones.  Yes. 

Mr.  Knight.  Yes. 

Senator  Jones.  Now,  I  am  asking  you  what  it  was  that  induced 
you  to  do  it. 

Mr.  Knight.  I  desired  to  gain  more  knowledge  of  these  Cuban 
commercial  affairs,  and  of  sugar  and  tobacco  especially,  as  I  said. 

Senator  Jones.  You  were  doing  that  at  your  own  expense? 

Mr.  Knight.  That  depends  on  what  you  mean  by  "  own  expense." 
1  am  retained  by  the  Cuban  Grovemment  to  advise  with  them  on  some 
commercial  matters,  the  same  as  I  have  done  in  regard  to  other 
matters.  But  let  me  define  exactly  mv  attitude  in  appearing  before 
your  committee  as  that  of  an  individual  and  not  with  the  consent 
or  with  any  deliberation  with  any  Cuban  Government  agency,  be- 
cause I  came  here  voluntarily  without  talking  with  anyone. 

Senator  Jones.  I  understand  you  are  not  here  in  any  official 
capacity,  but  at  the  same  time  you  are  an  official  of  the  Cuban  Gov- 
ernment? 

Mr.  Knight.  I  am  not,  sir. 

Senator  Jones.  You  are  engaged  officially  in  connection  with  the 
Cuban  Government? 

Mr.  Knioht.  No,  sir ;  I  am  not 

Senator  Jones.  You  are  not  in  any  way  employed,  are  you,  at  the 
present  time? 

Mr.  Knight.  As  I  explained  to  you,  I  am  a  contributor  to  the 
trade  and  technical  press  on  these  matters.  I  receive  monej  for  the 
articles  that  I  prepare.  I  sell  them.  And  I  receive  a  stipendium 
for  my  advice  and  for  news  work  in  Cuban  commercial  affairs. 

Senator  Jones.  Did  you  not  state  just  a  moment  ago  some  con- 
nection you  have  with  tlEie  Cuban  Government? 

Mr.  Knight.  I  said  that  I  was  a  Cuban  commercial  statistician 
and  contributor  to  the  trade  and  technical  press  upon  Cuban  com- 
mercial matters. 

Senator  Jones.  For  the  Cuban  Government? 

Mr.  Knioht.  I  did  not  say  so. 

Senator  Jones.  I  understood  you  to  say  so. 

Mr.  Knight.  No,  sir;  there  is  no  such  statement  in  the  record. 

Senator  Jones.  Well,  I  was  mistaken,  then. 

The  Chairman.  May  I  proceed  now  ? 

Senator  Jones.  Certainly. 

The  Chairman.  We  are  proceeding  here  a  little  like  the  temper- 
ance movement.  We  move  forward  to  a  point,  and  we  recede,  and 
then  come  back  and  get  a  little  further.  We  had  gotten  along  in 
your  testimony  to  where  we  were  beginning  to  trace  causes  which 
might  affect  or  did  affect  the  matter  of  sugar  and  the  conditions  in 
Cuba. 

Mr.  Knight.  Yes,  that  is  right;  as  to  the  conditions  of  Cuba. 
There  was  another  discordant  factor  down  there  which  occurred 
about  this  time. 
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The  Chairman.  What  time? 

Mr.  Knight.  About  August  26.  It  was  stated  in  Habana  that  the 
Food  Administration  was  going  to  regulate  the  price  of  Cuban  raws 
to  the  Cuban  producers  in  the  same  arbitrary  fashion  in  which  the 
price  of  western  beet  sugar  was  regulated  after  certain  measures 
were  taken.  The  announcement  of  the  Food  Administration  did 
liot  particularize  as  to  these  measures,  so  that  it  took  some  little  time, 
of  course 

The  Chairman.  Have  you  that  statement  about  certain  measures, 
60  that  we  can  get  the  language  of  it? 

Mr.  Knight.  The  public  information  division  of  the  Food  Ad- 
ministration issued  this  article.  I  have  not  a  copy  of  it  here,  but 
the  words  "certain  measures"  were  used,  either  appeared  in  the 
article  or  were  quoted  in  Cuba.  There  was  a  veiled  reference  as  to 
some  measures  to  be  taken  which  were  not  specific.  That  was  pub- 
lished by  the  public  infoi'mation  division  of  the  Food  Administra- 
tion, to  the  press. 

Tne  Chairman.  Well,  either  that  got  to  Cuba  or  at  least  the 
statement  was  made  in  Cuba  that  such  expression  had  been  em- 
ployed? 

Mr.  Knight.  Yes.  It  took  a  few  days  to  reach  there  through  the 
ordinary  channels  and  to  be  widely  published.  So  that  within  a  few 
days  the  owners  of  the  great  centrales  had  a  public  meeting  in  Ha- 
bana^ which  was  presided  over  by  Seiior  Vidal  Morales,  and  they 
appointed  a  committee  to  communicate  with  the  United  States  Food 
Administration  and  to  ascertain  just  what  Mr.  Hoover  meant  by 
these  measures^  and  to  report  back  to  the  whole. 

The  next  day  the  planters  appointed  a  commission  to  confer  with 
the  President  of  Cuba,  and  they  asked  him  to  request  the  United 
States  Food  Administration  that  in  the  event  the  Food  Administra- 
tion intended  to  shut  off  from  Cuba  a  competitive  market,  the  ad- 
ministration would  take  into  account  the  extraordinary  factors  of 
cost  entering  into  the  production  of  this  record  sugar  crop  of  this 
year.  Their  idea  was  to  see  to  it  that  the  small  colonos  and  the  per- 
sons in  that  category  should  be  protected  in  any  arbitrary  price 
fixation  which  might  be  made,  or  rather  any  closure  of  any  com- 
l>etitive  market  which  might  be  made,  and  President  Menocal,  ac- 
cording to  my  data  which  are  taken  from  the  Habana  press — the 
Habana  papers,  anyway,  stated  that  President  Menocal  about  De- 
cember 5  cabled  to  Washington  for  information  of  what  the  Food 
Administration  intended  to  do,  but  he  received  no  immediate,  or  sub- 
sequent immediate  answer.  Then,  of  course,  there  was  progress  being 
made  in  Washington  in  the  matter  of  sugar  control,  and  I  do  not  care 
t  o  go  into  that,  except  as  it  affected  the  Cuban  interests.  So  that  on 
September  17,  at  least  there  was  a  letter  written  by  Mr.  Hoover  to 
the  various  refiners  asking  them  to  repress  purchases,  and  to  make 
commitments  at  only  from  $5.75  to  $6,  duty  paid,  which  would  be  a 
dollar  less,  cost  and  freight,  which,  of  couVse,  was  a  little  less  than 
1  he  market  at  that  time. 

Then  on  the  20th,  three  days  later,  the  Cuban  Government  ap- 
pointed Col.  Jos6  M.  Tarafa,  who  is  an  extensive  sugar  producer,  and 
Senor  Lezama,  who  is  another  widely  known  sugar  planter,  to  come 
up  to  Washington  and  confer  with  Mr.  Hoover  and  with  the  Food 
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Administration,  and  to  offer  again  their  sood  offices  in  acquainting 
him  with  the  various  production  costs  and  means  of  marketing  and 
how  best  the  Cuban  producers  could  coincide  with  whatever  ideas 
the  Food  Administrator  had  as  to  the  disposition  of  the  Cuban  crop. 
However,  they  did  not  progress  far  in  their  negotiations,  through 
some  failure  of  the  minds  of  this  commission  and  the  minds  of  the 
Food  Administration  to  meet.  Whether  they  were  laboring  under  a 
misapprehension  or  not  I  do  not  know,  but  I  do  know  that  these  ijen- 
tlemen  returned  to  Habana  almost  immediately,  with  the  idea  that 
they  were  not  welcome  and  that  whatever  measures  the  Food  Ad- 
ministration might  take  for  closing  a  competitive  market  to  the 
Cuban  producer  would  be  taken  practically  ex  parte^  and  then  they 
would  be  consulted  when  the  proper  time  arrived. 

The  day  after  these  gentlemen  came  here  the  International  Sugar 
Committee,  on  September  21,  was  appointed  by  Mr.  Hoover,  and  wide 
publicity  was  given  to  that  fact.  ' 

On  tHe  23d,  two  days  after  that,  these  gentlemen  reached  Habana. 
They  returned  by  rail  so  as  to  arrive  there  as  quickly  as  possible.  The 
Cuban  sugar  producers  representing  about  12,000,000  bags  produc- 
tion, about  one-half  of  the  crop,  held  a  meeting  to  hear  the  report 
that  Messrs.  Tarafa  and  Lezama  were  to  make  to  them  upon  their 
deliberations  with  Mr.  Hoover,  and  there  they  announced,  although 
the  statement  had  not  been  made  in  Washington  up  here  when  they 
were  here,  that  they  had  received  a  provisional  ultimatum  from  the 
administration  that  the  best  price  they  could  possibly  fix  would  be 
on  a  basis  of  $4.60,  f.  o.  b.  Cuba,  which  was  destined  to  be  the  price 
which  was  finally  arranged,  cost  and  freight.  There  was  a  short 
hiatus  in  the  Cuban  deliberations — that  is,  among  the  Cuban  pro- 
ducers themselves — ^because  they  were  in  a  great  state  of  apprehen- 
sion. The  larger  companies,  of  course,  the  larger  central  owners, 
realized  that  they  could  produce  and  market  sugar  at  such  a  price  as 
was  described,  but  the  small  colons  were  greatly  worried.  They 
could  not  market  their  crops  at  this  arbitrary  figure;  and,  laying 
aside  the  question  of  getting  it  to  market  and  other  obstacles,  they 
could  not,  so  they  stated  at  their  various  meetings  in  Cuba,  market 
their  crops  at  $4.G0,  f.  o.  b.  Cuba,  unless  all  chances  for  future  pro- 
duction on  the  same  scale  on  which  they  were  then  producing  would 
have  to  be  waived  and  taken  of  the  question. 

About  this  time,  of  course,  there  was  great  searching  after  the 
cause  of  the  sugar  scarcity,  and  the  unrest  and  dissatisfaction  among 
these  Cuban  producers  was  increased  by  charges  made  in  the  New 
York  press  that  hoarding  of  Cuban  sugar  was  responsible  for  the 
shortage  in  the  United  States.  At  that  time  they  could  not  under- 
stand the  authenticity  or  motives  back  of  such  statements,  because 
there  was  a  shortage  of  refinod  sugar  in  Havana  as  well.  Refined 
sugar  was  selling  in  Havana  at  very  high  prices  until  the  situation 
was  relieved  through  economic  means.  The  charge  that  the  Cubans 
were  hoarding  their  sugar  at  the  time  added  to  the  unrest.  They 
thought  that  if  such  a  charge  was  made  against  them,  why,  perhaps 
the  measures  closing  off  their  competitive  market  might  De  equally 
sinister.  They  did  not  know,  because  their  minds  had  not  yet  met 
with  the  mincls  of  the  Food  Administration  on  what  was  to  be  done. 
However,  a  second  sugar  commission  was  then  appointed,  about  No- 
vember 26,  that  is,  10  days  after  the  present  crop  had  begun  to  be 
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ground.  It  included  the  Cuban  Minister  and  Col.  Tarafa,  as  before, 
nnd  in  addition  had  Mr.  Ernesto  Longa,  who  is  one  of  the  officials  of 
the  Cuban-American  Sugar  Co.;  Mr.  Hannibal  de  Mesa,  who  is  a 
wealthy  independent  sugar  producer,  and  Mr.  Miguel  Mendoza,  who 
is  connected  with  large  sugar  interests.  They  came  to  Washington 
and  later  went  to  New  York,  where  they  held  several  sessions  with 
the  International  Sugar  Committee. 

Senator  Lodge.  You  say  the  26th  of  November,  for  that! 

Mr.  Kkight.  Yes.  This  was  the  second  time  that  an  effort  was 
made  hy  the  Cuban  producers  here  to  secure  a  competitive  market 
for  their  production,  or  a  price  which  would  protect  them. 

Senator  Lodge.  Had  they  had  no  consultations  prior  to  that? 

Mr.  Knight.  They  had  the  consultations  here  which  I  spoke  of. 

Senator  Lodge.  When  those  two  gentlemen  came  on  here  they 
did  not  succeed  in  doing  anything? 

Mr.  Knight.  They  did  not. 

Senator  Lodge,  lliere  was  nothing  between  that  and  the  Novem- 
ber 26! 

Mr.  Knight,  The  Food  Administration  all  this  time  was  issuing 
bulletins. 

Senator  Lodge.  No;  but  I  mean,  no  consultations! 

Mr.  Knioht.  There  might  have  been,  but  the  public  did  not  know 
of  it.  At  any  rate,  the  public  was  kept  informed  as  to  what  the 
Food  Administration  expected  of  Cuba,  through  the  copious  pub- 
licity matter  which  was  issued  by  the  Food  Administration,  and, 
of  course,  this  was  widely  published,  which  gave  a  good  idea  of  it 

Senator  Lodge.  Was  not  Dr.  de  Cespedes  a  member  of  that  com- 
mission ! 

Mr,  Knight,  Yes,  sir;  he  was  chairman  of  the  commission. 

Senate-  Lodge.  I  did  not  know  that  you  mentioned  him. 

Mr.  Knight.  I  said  the  Cuban  minister.  Then,  on  November  30, 
the  price  f.  o.  b.  Cuba  was  fixed  for  the  coming  crop. 

Senator  Lodge.  You  say  that  there  has  been  some  discussion  about 
it,  I  think  it  is  well  to  put  in  at  this  point  this  which  appeared  in 
the  Weekly  Statistical  Sugar  Trade  Journal.  This  is  headed  "  Cuba 
price  agreement  reached.  International  Sugar  Committee  announce- 
ment."   There  was  such  an  announcement? 

Mr.  Knioht.  Yes,  sir. 

Senator  Lodge.  This  reads: 

At  a  meeting  of  the  Cubna  commisalon  appointed  by  President  Alenocal,  of 
Cuba,  and  headed  by  SeRor  Cnrlos  Manuel  de  G^spedeR,  with  the  International 
Sugar  Committee,  held  Moi'ember  80  at  the  ofnce  of  the  committee  at  111  Wall 
Street,  an  agreeoient  In  regard  to  the  purchase  and  sale  basis  price  of  Cuban 
Bupnrs  for  the  coming  crop  was  arrived  at,  the  fl);ure  being  $4.00.  cost  and 
freight  New  York,  base^l  ou  o  30-cent  freight  rate,  which  reflects  an  equivalent 
of  about  S4.60  f.  o,  b.  Cubn.  The  actual  price  ot  the  sugar  nt  New  York  can 
only  be  determined  after  tlie  United  States  Shipping  Board  ttas  fised  the  rate 
of  freight,  which  point  It  Is  hoped  will  be  settled  within  a  few  days. 

Mr,  Knight.  Yes. 

Senator  Lodge.  This  announcement  of  the  International  Sugar 
Committee  shows  that  a  price  was  agreed  on  on  the  30th  of  Novem- 
ber! 

Mr.  Knioht,  Yes;  it  was  agreed  on  and  given  out  by  Mr.  Gibson, 
an  attache  of  the  commission,  to  the  press  on  the  30th  of  November. 

Senator  Lodoe.  It  was  their  announcement! 
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Mr.  Knight.  Yes,  sir. 

Senator  Lodge.  I  think  that  must  be  accepted.  Did  the  Cuban 
embargo  continue  after  that  announcement? 

Mr.  Knight.  It  did  not  in  so  far  as  shipments  of  sugar  to  the 
countries  represented  on  the  International  Sugar  Committee  were 
concerned.    I  think  the  embargo  still  holds  as  to  neutrals. 
Senator  Lodge.  Yes ;  I  understand  it  holds  as  to  neutrals. 
Mr.  Knight.  Yes. 

Senator  Lodge.  But  as  to  the  United  States,  and  as  to  what  the 
International  Sugar  Committee  represents — ^those  countries — ^the  em- 
bargo has  no  longer  any  existence! 

Mr.  Knight.  No,  sir.    In  other  words,  the  raw  sugar  now  being 
produced  in  Cuba  awaits  the  disposition  of  the  International  Sugar 
Committee  and  these  shipping  agents. 
Senator  Lodge.  That  is  what  I  understood. 

The  Chairman.  And  do  we  understand,  then,  that  during  all  this 
period  of  time — ^when  was  it,  so  that  we  may  get  the  date  in  the  con- 
text here — when  the  sugar  refiners  made  their  voluntary  agreement 
to  get  all  their  sugar  through  the  international  committee  f 

Mr.  Knight.  I  have  it  here.     September  5,  when  the  American 
Refiners'  Committee  was  appointed. 
The  Chairman.  No  ;  I  do  not  think  that  is  correct. 
Mr.  Knight.  I  do  not  mean  the  International  Sugar  Committee, 
but  the  International  Kefiners'  Committee.  * 

The  Chairman.  No  ;  I  am  asking  if  you  do  not  know — ^if  you  do 
not  know,  say  so  and  we  will  get  it  some  place  else — ^when  it  was  that 
the  American  sugar  refiners  entered  into  this  voluntary  agreement 
that  has  been  referred  to  in  the  evidence,  by  which,  as  I  understand, 
they  agreed  to  get  their  sugars  through  the  International  Committee. 
]VIr.  Knight.  I  have  not  the  record  of  the  date. 
The  Chairman.  I  want  to  get  that.    We  have  got  it  here  some- 
where. 
Mr.  C.  A.  Spreckels.  It  was  October  1. 
The  Chairman.  October  1? 
Mr.  C.  A.  Spreckels.  Yes. 

The  Chairman.  We  will  assume  October  1  to  be  correct,  as  it  un- 
doubtedly is.  Now,  from  October  1  on  to  this  time  what  market,  if 
any,  has  there  been  for  that  part  of  the  Cuban  crop  of  last  year— 
the  old  crop  ?  There  was  some  on  hand.  Do  you  Imow  how  it  was 
disposed  of? 

Mr.  Knight.  A  small  quantity.  I  think  some  of  it  came  up,  some 
which  had  been  contracted  for  came  up,  and  reached  this  country; 
but  since  October  1  the  small  quantity  of  old  crop  remaining  on  the 
island,  on  the  whole,  is  negligible. 

The  Chairman.  Has  there  been  any  real  market  for  the  Cuban 
sugars — the  new  crop?  Has  there  been  any  market  for  them  since 
August  ? 

Mr.  Knight.  There  has  been  no  competitive  market.  Tenders  have 
been  invited  by  the  International  Sugar  Committee,  of  Cuban  raw 
sugars,  which  will  be  delivered  in  New  York  at  some  futiu^  date. 

The  Cfiairman.  In  other  words,  while  the  Cuban  crop  began  to 
be  produced,  ready  for  the  market,  as  raw  su^ar,  on  the  16th  of 
November,  that  sugar  has  been  lying  there,  and  it  has  been  accumu- 
lating ever  since  ? 
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Mr.  £[i7iQHT.  Sugar  has  been  accumulating  ever  since.  That  is 
the  report  in  all  of  the  papers. 

The  Chaisman.  And  practically  all  of  the  sugar  mills  in  Cuba  are 
now  getting  into  operation  f 

Mr.  Kniqj^t.  Yes,  sir. 

The  Chairman.  And  no  arrangement  has  yet  been  made  to  get 
the  sugar  to  this  country? 

Mr.XMiGHT.  I  do  not  know  as  to  that;  but  none  of  the  sugar  which 
has  been  produced  and  wlych  normally  would  be  on  its  way  to  this 
(country  has  reached  here. 

The  Chairman.  What  is  the  reason  that  it  has  not  come?  Is  it 
because  the  refiners  of  this  country  were  formerly  the  only  market 
for  the  sugar,  and  they  are  no  longer  at  liberty  to  buy  ? 

Mr.  Knight.  Possibly.  There  is  no  competitive  market  for  the 
Cuban  sugar. 

The  Chairman.  There  is  nobody  to  buy  it  except  the  International 
Committee  ? 

Mr.  Knight.  Nobody,  except  the  International  Sugar  Committee, 
and  the  International  Sugar  Committee  has  not  yet  shown  up  there 
with  the  money  to  buy.    The  situation  amounts  to  that. 

The  Chairman.  Further  than  that,  what  is  the  condition,  if  you 
know,  with  reference  to  boats  for  Cuban  sugar,  even  if  there  was 
any  sold?    Are  there  any  boats  now  that  are  accessible,  or  not? 

Mr.  Knight.  The^  are  cargo  vessels  making  regular  sailings  be- 
tween the  Cuban  ports  and  the  Atlantic  ports,  as  heretofore.  The 
curtailment  of  tonnage  under  the  flag  of  one  line — ^it  is  no  secret;  I 
refer  to  the  Ward  Line — which  has  lost  two  of  its  big  ships  by  Gov- 
ernment service — ^it  did  not  lose  them;  they  went  into  Govern- 
ment service — ^has  been  compensated  by  private  charter  of  tramp 
steamers,  and  their  re^lar  sailings  are  being  kept,  I  think,  between 
the  ports  of  Cuba  and  New  York,  when  opportunity  offers.  Of  course 
the  number  has  been  curtailed  some  by  the  action  of  the  closure  of 
the  competitive  market  to  the  Cuban  raw  su^ar. 

The  Chairman.  So  that  the  amount  of  it  is  that  there  has  been 
sugar  in  Cuba  since  the  15th  day  of  November  which  would  have 
reached  this  market  if  there  had  been  no  artificial  interference 
long  before  this? 

Mr.  Knight.  It  would  have;  yes,  sir.  It  is  fair  to  assume  from 
what  happened  heretofore.    It  always  did,  before. 

The  Chairman.  You  never  knew  any  of  those  gentlemen  down 
there  who  were  not  willing  to  sell  their  sugar  if  they  were  getting 
a  fair  price  for  it? 

Mr.  Knight.  They  like  to  liquidate  as  quickly  as  possible. 

The  Chairman.  So  that  as  a  matter  of  fact  the  Cuban  up  to  the 
present  time  has  been  completely  deprived  of  his  market — ^his  imme- 
diate market.  Now,  what  has  been  the  effect  of  that  deprivation 
upon  the  small  sugar  planter  of  Cuba? 

Mr.  Knight.  Well,  the  colonos,  as  I  stated  at  the  outset  to-day, 
are  paid  in  sugar  and  not  in  money.  The  settlements  with  the 
colonos  are  made  from  time  to  time,  usually  fortnightly,  and  the 
basis  of  settlement  is  a  quotation  which  is  an  average  quotation  fixed 
by  the  Colegio  de  Corredores  in  Habana — the  College  of  Brokers — 
and  of  course  when  this  quotation  is  fixed  the  colono's  sugar  is  sold 
and  he  receives  his  money  therefor;  so  that  he  can  get  his  money 
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within  two  weeks  of  the  time  his  sugar  is  ground,  or  later  if  he 
wants  it. 

Senator  Lodge.  The  price  is  now  fixed? 

Mr.  Knight.  This  was  formerly  the  case. 

Senator  Lodge.  Yes ;  but  I  mean  this  time  the  price  is  fixed ! 

Mr.  Knight.  Yes. 

Senator  Lodge.  Is  the  colono  selling  at  that  price  now? 

Mr.  Knight.  The  sugar  is  susceptible  now  to  offers  or  tenders  to 
the  International  Sugar  Committee,  delivery  to  be  effective  later  on. 
Naturally  the  transaction  is  not  consummated  with  the  grinding  of 
sugar  or  establishment  of  a  price.  At  least,  the  colono  does  not  think 
so,  because  he  receives  no  money  for  this  sugar  in  the  regular  way. 

I  might  add,  however,  that  speculators  have  been  going  among  the 
colonos  down  in  Cuba  and  offering  to  take  their  sugar  off  their 
hands  at  prices  which  do  not  represent  the  cost  to  the  colono  of 
producing  his  sugar,  but  which  represent  the  transfer  of  tangible 
cash,  and  the  colonos  have  been  accepting  some  of  these  offers— 
those  who  are  in  the  hardest  straits — ^and  naturally  sacrificing  their 
holdings  to  that  extent. 

The  Chaikman.  Are  some  of  them  in  debt  so  that  they  have  to 
sell? 

Mr.  Knight.  Yes,  sir. 

The  Chairmak.  Of  course  we  all  understand,  and  I  assume  that 
nobody  will  dispute  it,  that  there  is  now  no  mstrket  for  the  Cuban 
sugars — ^no  regular  market. 

Mr.  Knight.  There  is  a  potential  market,  but  not  an  actual  market. 

The  Chairman.  What  is  the  effect,  then,  on  the  man  who  raises 
the  cane — produces  the  crop  ?  What  is  the  effect  of  these  conditions 
upon  him! 

Mr.  Knight.  They  place  him  in  a  position  of  economic  peril,  both 
as  regards  his  immediate  obligations  and  the  chances  of  his  produc- 
tion in  the  future.  When  it  is  borne  in  mind  that  60  per  cent  of  the 
sugar  of  Cuba  is  produced  on  the  colono  system,  the  importance  and 
the  seriousness  of  the  colono's  present  plight  can  be  readily  under- 
stood  in  the  light  of  the  necessity  for  sustained  production  there. 

The  Chairman.  What  effect  is  it  having  upon  his  production  of 
next  year? 

Mr.  Knight.  It  is  fair  to  assume  that  when  he  knows  that  he  can 
not  secure  a  price  for  his  cane  which  represents  to  him  the  expense 
of  production,  and  eventually — ^that  is,  he  immediately  can  get  no 
returns  at  all — ^that  he  will  turn  to  the  cultivation  of  other  foodstuffs 
which  he  can  sell  at  his  door,  such  as  garden  truck  and  vegetables 
and  other  foodstuffs  which  he  can  sell  for  consumption  in  Cuba,  the 
opportunity  for  such  trade  being  great  and  the  progress  in  it  beinjj 
curtailed  only  through  the  motives  of  patriotism,  and  the  Cuban 
people  responding  to  appeals. 

Senator  Vardaman.  Is  it  not  a  fact  that  the  colono  always  sells  his 
sugar  to  the  broker  or  the  exporter?  He  does  not  export  any  him- 
self, does  he? 

Mr.  Knight.  He  receives  a  price  which  he  would  receive  if  he 
exported.    It  amounts  to  the  sanie  thing. 

Senator  Vardaman.  Is  he  receiving  that  now  ? 

Mr.  Knight.  From  whom? 

Senator  Vardaman.  From  the  exporter. 
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Mr.  Knight.  Thei-e  is  none  being  exported.  He  will  when  it  is  be- 
ing exported. 

Senator  Vardaman.  He  would  only  do  that  in  normal  times,  would 
lie  not?  ' 

Mr.  Knight.  He  can  get  a  turnover  in  two  weeks  after  his  cane  is 
brought  to  the  mill,  in  normal  times. 

Senator  Lodge.  There  is  nobody  buying  now,  as  I  understand  ? 

Mr.  Knight.  No,  sir. 

The  Chairman.  As  I  understand  the  situation,  practically  the  sole 
purchaser  of  Cuban  sugar  is  the  American  sugar  refiner,  in  normal 
times. 

Mr.  Knight.  The  American  and  the  British. 

The  Chairman.  American  and  British.  Now,  the  American  sugar 
refiners  have  agreed  that  they  wiU  buy  no  sugar  except  through  the 
International  Sugar  Committee,  and  the  British  sugar  refiners  are 
under  similar  obligation,  so  that  there  is  only  one  prospective  buyer 
in  the  world,  and  that  is  the  International  Committee,  and  that  has 
not  yet  found  the  cash  to  purchase  the  sugar  that  comes  to  America. 

Mr.  Knight.  It  has  invited  tenders  of  Cuban  sugar  to  be  shipped 
from  the  Island  some  time  in  the  future;  in  the  near  future,  now. 

The  Chairman.  But  it  has  not  yet  found  the  cash?  Well,  you  may 
not  know  that,  but  they  have  not;  I  happen  to  know  that. 

Mr.  Knight.  I  know  there  is  no  cash  down  there  for  the  purchase 
of  the  sugar,  apparently. 

The  Chairman.  With  this  large  crop — much  larger,  according  to 
the  estimates  of  the  Cuban  Government,  the  minimum  estimate  be- 
ing 3,500,000  tons — and  according  to  other  authorities  it  will  reach 
more  than  that — if  these  restrictions  were  taken  off  the  sugar  so  that 
this  new  crop  could  flow  into  the  market,  what  would  be  the  effect 
upon  prices? 

Mr.  Knight.  The  great  producers  would,  of  course,  send  theirs 
to  the  market  first,  because  they  could  produce  it  more  rapidly  and 
more  efliciently  than  the  smaller  fellows,  and  they  are  closer  to  the 
seaboard,  so  that  their  crop  would  reach  the  market  first,  and  it 
would  be  in  lar^e  quantities  until  possibly  40  per  cent  of  the  entire 
Cuban  crop  had  reached  the  market  at  costs  in  a  competitive  mar- 
ket— at  prices  in  a  competitive  market — which  would  return  a  fair 
profit  to  the  big  producer,  but  which  would  not  be  as  great,  I  assume, 
as  the  prices  fixed  by  the  International  Committee,  Then,  when 
this  great  bulk  consignment  had  reached  the  market  there  would  be 
a  smaller,  but  steady  movement  of  sugar  produced  by  the  smaller 
concerns;  it  likewiss  would  find  a  ready  market,  and  it  would  sell, 
I  think,  at  a  price  a  little  higher  than  the  price  now  in  force  from 
the  International  Committee.  It  would  have  to,  because  the  colono 
can  not  go  on  and  produce  the  sugar  at  the  price  now  imposed,  and 
have  any  incentive  to  sustain  production.  However,  the  stabiliza- 
tion of  the  retail  price  of  granulated  should  have  been  reflected; 
in  other  words,  the  refiners  would  be  charging  a  little  more  for  sugar 
they  got  from  the  big  producers  than  the  average  margin.  And  they 
would  be  charging  a  little  less  when  they  had  to  pay  the  smaller 
colono  a  little  more. 

Senator  Jones.  I  understood  that  this  price  of  4.60  for  Cuban 
sugar  was  considerably  too  high.  You  do  not  agree  with  that  view, 
do  you? 

88404—18        48 
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Mr.  Knight.  Oh,  certainly  not.  That  is  the  refiners'  view.  I 
am  sure  Mr.  Spreci<:els's  is. 

Senator  Jones.  His  is  the  refiners'  view.    What  is  your  view? 

Mr.  Knight.  His  view  is  the*  view  based  on  the  refiners'  attitude, 
and  mine  is  on  the  loiown  increase  of  the  cost  of  production  since  the 
last  crop  reached  the  market. 

The  Chairman.  Your  position,  as  I  understand  it,  is  that  if  the 
artificial  interferences  were  removed,  the  Cuban  crop  would  start  to 
the  market,  and  the  first  part  of  the  crop,  40  or  50  per  cent  of  it, 
produced  by  these  large  concerns,  would  reach  the  market,  and  that 
the  price  of  sugar  would  go  down  in  Cuba  below  the  present  4.60 
price  or  the  contemplated  4.60  price? 

Mr.  Knight.  The  tendency  would  be  to  depress  any  immediate 
price  level. 

The  Chairman.  Yes. 

Mr.  Knight.  And  my  impression  is  that  it  would  go  down^  ac- 
cording to  assurances  I  nave  received  from  the  technical  authonties, 
some  of  whom  are  here. 

The  Chairman.  Then  you  think  that  the  latter  part  of  the  crop 
would  go  up  above  4.00. 

Mr.  Knight.  Yes,  I  do. 

The  Chairman.  Now,  assume  one  thing  further,  because  I  do  not 
ask  to  have  it  assumed  as  a  matter  that  ought  to  be  done  or  ought 
not  to  be  done,  but  assume  that  the  tonnage  of  Cuba  is  practically 
all  under  the  control  of  the  United  States  or  of  Great  Britain— is 
it  not? 

Mr.  Knight.  Well,  there  is  a  small  neutral  tonnage.  Norwegian 
ships  have  been  chartered  right  along,  and  the  Munson  line  have  had 
ships  under  charter  for  many  years  to  move  the  sugar  crop  and  move 
the  crops  from  Nuevitas  and  Antilla.  There  is  neutral  merchant  ton- 
nage to  transport  it. 

The  Chairman.  All  of  it  or  part  of  it? 

Mr.  Knight.  Part  of  it. 

The  Chairman.  If  the  tonnage  that  is  under  the  control  of  Great 
Britain  and  of  the  United  States  were  withdrawn  or  withheld,  what 
would  be  the  effect  of  that  upon  the  Cuban  producers? 

Mr.  Knight.  They  could  not  possibly  move  their  crop,  of  course. 

The  Chairman.  So  that  whoever  commanded  that  tonnage,  by 
virtue  of  that  command,  if  he  wanted  to  exercise  the  power,  prac- 
tically would  have  the  Cuban  producer  at  his  mercy? 

Mr.  Knight.  Certainly;  both  as  to  exports  and  as  to  Cuba's  im- 
ports; because  with  the  growth  and  with  the,  I  might  say,  flow  of 
money  to  Cuba,  which  has  been  realized  from  the  sale  of  her  sugar  in 
years  past,  lias  come  a  corresponding  demand  on  the  part  of  Cuba 
irom  the  United  States  for  most  of  her  other  supplies.  In  other 
words,  the  great  necessity  for  the  production  of  tne  great  crop  of 
sugar  has  enabled  the  Cuban  to  get  the  money  to  import  a  great 
many  other  things  which  he  might  produce  himself.  This  has  re- 
fculted  in  Cuba,  small  as  it  is,  leading  Latin  America  to-day  in  the 
exports  and  imports  to  the  United  States,  a  condition  which  is  cer- 
tamly  admirable,  and  the  maintenance  of  a  good  price  on  sugar  will 
tend  to  perfect  the  relations. 

I  have  here  a  chart  prepared  by  the  Pan  American  Union  which 
shows  the  prominence  of  Cuba  both  as  to  exports  and  imports  with 
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the  United  States,  and  also  tends  to  show  the  great  importance  to  us, 
to  the  United  States,  of  having  the  utmost  freedom  and  competitive 
normal  market  conditions  with  Cuba  if  she  and  the  United  States 
are  to  maintain  their  present  advantageous  economic  relations. 

Senator  Lodge.  What  are  those  imports  to  Cuba  from  the  United 
States? 

Mr.  Knight.  This  represents  the  imports  into  the  United  States 
from  all  the  South  American  nations  proportionately. 

Senator  Lodge.  But  what  are  the  imports  into  Cuba  from  the 
United  States? 

Mr.  Knight.  Into  Cuba,  I  think,  for  the  calendar  year  1916  they 
were  $164,000,000. 

Senator  Lodge.  Those  are  not  the  United  States  exports  to  Cuba, 
but  the  exports  from  Cuba? 

Mr.  Knight.  Yes.  Cuba's  balance  of  trade  is  about  $100,000,000 
this  year.  This  may  seem  high,  because  she  has  a  population  of  less 
than  3,000,000.  At  the  same  time  her  commerce  with  the  United 
States  is  steadily  increasing.  She  had  a  foreign  trade  last  year  of 
about  $018,000,000,  which  is  so  much  greater  than  that  of  any  other 
South  American  country  with  the  difference  of  the  balance  of  foreign 
trade  in  her  favor. 

The  Chairman.  These  tables  may  be  received.  I  do  not  think  it 
will  be  necessary  to  print  them  in  the  form  in  which  they  are,  but 
the  figures  can  be  put  in. 

(The  chart  referred  to  was  marked  "Exhibit  No.  182.") 

The  Chairman.  You  have  another  table  here  that  has  to  do  with 
the  trend  of  the  sugar  market  during  November  and  December. 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  Comparing  1916  and  1917? 

Mr.  Knight.  Yes,  sir. 

The  Chairman.  Let  that  go  in.  It  is  a  table  to  show  the  increase 
in  price  of  refined  sugar  for  December,  1917,  over  December,  1916, 
which  is  about  double  the  price  of  raw  sugar  in  December,  1917,  over 
Dpccrriber   1916 

(The  table  referred  to  is  Exhibit  No.  181.) 

Mr.  Knight.  In  other  words,  the  consumer  in  buying  refined  sugar 
pays  twice  as  much  to  the  refiner  as  he  used  to,  as  opposed  to  what 
the  producer  gets.  In  other  words,  while  the  cost  of  raw  sugar  has  in- 
creased the  price  of  refined  sugar  has  increased  proportionately  more, 
so  that  in  any  fixation  of  price  it  would  affect  universallv  any  great 
production  like  that  of  Cuba,  and  when  any  ratio  of  refiner's  profit 
IS  taken  into  consideration  it  should  be  borne  in  mind,  I  take  it,  that 
the  producer  should  be  entitled  to  at  least  his  modicum  and  measure ; 
and  the  Cuban  producer  asks  no  more,  and  to  give  him  less  would  be 
not  only  to  imperil  the  conditions  which  Cuba  has  known,  but  to  par- 
alyze the  arm  which  she  holds  out  to  the  United  States  as  an  ally. 

The  Chairman.  Do  you  know  what  effect  the  placing  in  control  of 
the  sugar  situation  in  the  United  States  of  great  sugar  refiners  has 
had  upon  the  confidence  or  lack  of  confidence  of  the  sugar  producers, 
either  of  this  country  or  of  Cuba. 

Mr.  Knight.  I  can  not  speak  for  the  sugar  producers  of  this  coun- 
try because  I  am  sure  that  there  are  others  who  could  speak  more  au- 
thoritatively,  but  it  has  long  b^en  felt  by  the  Cuban  sugar  producers 
that  if  they  were  to  be  participants  in  a  scheriie  of  restricted  competi- 
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tion  in  the  market  which  they  sell  to  they  likewise  should  be  repre- 
sented and  consulted  in  the  making  of  such  a  scheme,  in  the  creation 
of  such  a  scheme.  . 

The  Chairman.  I  am  trying  to  get  at  the  question  of  whether  or 
not  the  placing  upon  the  international  board,  in  a  position  to  control 
sugar  prices  to  the  producers  of  men  who  were  sugar  refiners,  ha> 
had  any  effect  one  way  or  the  other,  that  you  know  of? 

Mr.  Knight.  There  was  no  criticism  so  far  as  any  of  the  individ- 
uals were  concerned,  but  it  was  felt  that  there  should  be  a  wider, 
more  representative  body  to  consider  such  matters  as  the  refiners 
themselves  have  considered. 

The  Chairman.  State  whether  the  attempted  regulation  of  the 
Cuban  sugar  market  in  the  manner  you  have  indicated  is  having  the 
effect  of  stimulating  production  for  the  next  crop  or  if  it  is  having 
an  adverse  contrary  effect. 

Mr.  Knight.  It  is  having  a  very  depressing  effect  upon  the  pros- 

Eects  for  the  crop  after  the  present  one.  It  is  felt  that  no  effort  can 
e  made  such  as  has  been  made  under  the  present  conditions.  Whereas 
40  per  cent  of  the  high-efBciency  fellows  can  go  indefinitely  and  in- 
crease their  acreage  and  increase  their  share  of  the  Cuban  output, 
the  60  per  cent,  in  the  four  western  provinces,  which  I  outlined  this 
morning,  facing  higher  operating  costs,  can  not  extend  their  produc- 
tion or  maintain  their  present  intensive  production  with  the  present 
system  of  price  fixation  and  control. 

The  CnAiR3iAN.  Would  they  be  willing  to  go  on  and  take  their 
chances  upon  the  world's  market  if  the  regulations  were  withdrawn? 

Mr.  Knight.  They  would,  Senator,  because  it  would  react  to  them 
advantageously  in  two  ways.  It  would  create  both  a  free  market 
instead  of  a  closed  market  for  what  they  sell,  and  it  would  enable 
them  thereby  to  deal  more  advantageously  with  the  situation  'which 
now  confronts  them,  that  of  buying  all  their  supplies  in  a  competitive 
market  while  they  have  to  sell  what  they  produce  in  a  noncompieti- 
tive  market.  It  would  be  a  reaction  back  toward  normal  which 
would  not  only  help  them  in  what  they  sell  but  would  protect  them  in 
the  prices  of  the  commodities  which  they  use  and  buy. 

The  Chairman.  In  other  words,  does  the  Cuban  fear  and  resent 
or  simply  fear  a  situation  where  his  price  can  be  fixed  by  two  or  three 
men,  even  when  it  may  be  fixed  high  enough  to  give  him  a  profit? 

Mr.  Knight.  The  natural  attitude  would  be  not  of  resentment  but 
of  apathy  and,  of  course,  of  hesitancy.    Apathy  is  a  mild  term. 

The  Chairman.  To  put  it  in  other  words,  do  you  mean  to  say  this 
to  us,  that  the  Cuban  planter,  finding  that  his  world  market  is  taken 
away  from  him  by  tliis  international  committee  and  realizing  that  he 
is  to  be  forced  to  take  whatever  price  they  give,  is  apprehensive  as  to 
what  price  may  be  paid? 

Mr.  Knioht.  That  is  quite  true. 

Senator  Jonks.  I  will  ask  this  witness  if  he  did  not  know  that  two 
carcroes  of  Cuban  sucrar  had  reached  Atlantic  ports  already? 

Mr.  Knight.  I  did  not  have  the  particular  facts  as  to  the  identity 
of  the  ports,  and  therefore  you  will  notice  I  qualified  my  answer. 

Senator  Jones.  I  did  not  notice  the  qualification.  I  thought  you 
said  it  had  not  been  shipped. 

Mr.  Knight.  I  qualified  every  one,  having  this  one  cargo  in  mind. 
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The  Chairman.  Since  3^011  are  speaking  of  a  cargo  that  you  knew 
about,  and  since  we  understand  the  situation  to  be  that  the  Inter- 
national Committee — at  least,  our  part  of  it,  has  no  funds,  and  that 
it  is  now  negotiating  trying  to  get  the  refiners  to  authorize  it  to  buy 
for  their  account,  do  you  know  Tvhere  the  money  came  from  to 
secure  these  cargoes? 

Mr.  Knight.  I  do  not.  The  International  Sugar  Committee  in- 
vites tenders  from  the  Cuban  producers,  and  having  received  these 
tenders,  proceeds  to  negotiate  tnem  at  a  figure  it  has  fixed.  That,  I 
think,  is  the  modus  operandi  of  the  present  arrangement. 

The  Chairman.  So  that,  as  you  understand  it,  under  the  present 
situation  the  International  Siigar  Committee  invites  tenders,  and 
it  tells  somebody  that  he  can  buy  that  sugar  at  that  price  if  he  will 
take  it  over  If 

Mr.  Knight.  The  committee  invites  tenders,  the  deal  is  consu- 
mated — ^we  are  speaking  of  ideal  conditions — and  when  the  sugar 
is  received,  it  is  apportioned  by  a  committee  of  refiners. 

The  Chairman.  Who  is  it  that  puts  up^  the  money,  the  man  to 
whom  the  sugar  is  apportioned,  or  how  is  it  done,  do  you  know  ? 

Mr.  Knight.  I  do  not  know.  I  do  not  think  there  has  been  a 
practical  application  of  that  yet. 

The  Chairman.  But  as  a  general  proposition  you  can  say  this, 
that  substantially  from  the  16th  day  of  November  to  the  time  that 
this  one  boat  got  in,  Cuban  sugar  has  not  been  brought  to  this 
country. 

Mr.  Knight.  I  should  say  so,  and  that  Cubar  sugar  awaiting 
sliipment  has  been  lying  on  the  wharves  of  some  of  the  ports  of  the 
Island  since  the  20th  of  November  or  thereabouts,  in  constantly  in- 
creasing quantities. 

Senator  Jones.  I  believe  vou  said  you  had  not  seen  any  recent  bul- 
letins from  Willett  &  Gray  ? 

Mr.  Knight.  The  27th  of  December  is  the  last  one  I  have.  There 
is  one  issued  since. 

Senator  Jones.  Here  is  one  of  December  28. 

Mr.  Knight.  That  is  a  daily  bulletin,  is  it  ? 

Senator  Jones.  I  suppose  it  is. 

Mr.  Knight.  I  never  saw  one  of  those.  I  am  referring  to  the 
weekly  bulletin. 

Senator  Jones.  Under  date  of  December  26,  1917,  here  is  an 
announcement  of  the  International  Sugar  Committee  published  in 
this  sugar  bulletin  of  Willett  &  Gray,  in  which  it  is  stated : 

Purchases,  December  24,  60.000  bags,  Cuba,  December-early  Janu:iry  8hli> 
ment,  at  4.985,  c.  and  f.;  New  York ;  20,000  bags,  Cuba.  December  shipment,  at 
4.96,  c.  and  f..  Savannah.  New  York,  December  27,  1917,  pur<.'hases  December 
26,  19.000  bags,  Porto  Rico,  December  shipment,  at  6.005  cents,  c.  and  f., 
delivered;  80,000  bags,  Cuba,  clearance  not  later  than  January  10,  at  4.98o 
cents  c.  and  f. 

Mr.  £nioht.  I  had  not  seen  that;  not  Willett  <&  Gray^  hut  the 
huUetin  of  the  American  Sugar  Refining  Co.^  was  read  by  Senator 
Jones. 

Senator  Jones.  "  One  thousand  two  hundred  bags,  San  Domingo, 
4.749  cents,  c.  and  f.,  delivered." 

The  Chairman.  Does  that  say  when  it  is  to  be  delivereirif 

Senator  Jones.  I  do  not  think  so. 

The  Chairman.  Pardon  me.    Go  ahead. 
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Senator  Vakdaman.  To  whom  was  it  shipped? 
Senator  Jones.  "New  York,  December  28.  1917,  purchases,  De- 
cember 27,  30,000  bags  of  Porto  Eico,  early  January  clearance, 
6.205  cents;  16,400  bags,  Cuba,  immediate  loading,  5.045  cents,  c 
and  f.,  Boston;  10,000  bags,  Cuba,  early  January  clearance,  4.9S5 
cents,  c.  and  f.,  New  York." 

Mr.  Knight.  I  had  not  seen  that. 

The  Chair3ian.  If  that  is  true,  they  are  not  adhering  to  the  4.60 
price,  are  they,  or  are  they  not?    I  can  not  get  the  figures. 

Mr.  Knight.  They  are.  They  are  set  on  a  basis  of  30  cents  ocean 
freight.  However,  eliminating  the  sugars  from  San  Domingo  and 
Porto  Eico,  it  appears  that  the  bulk  of  this  Cuba  conunitment  will 
not  leave  the  island  until  about  a  week  hence. 

Senator  Jones.  You  did  not  know  that  these  sugars  were  being  put 
upon  the  market  and  that  the  price  for  the  new  crop  of  sugar  had 
been  quoted  at  7.45  in  New  York,  did  you  ? 

Mr.  Knight.  I  have  not  concerned  myself  with  any  New  York 
quotations.  All  my  statistics  here  are  the  ones  I  have  compiled 
myself,  f .  o.  b.  Cuba. 

Senator  Jones.  And  the  real  point  you  want  to  make  here  is  tlint, 
with  the  price  of  4.60,  the  Cuban  crop  will  not  be  extended  and  some 
of  this  trade-producing  sugar  in  Cuba  will  have  to  go  out  of  busines? 

Mr.  Knight.  I  do,  emphatically. 

Senator  Jones.  That  is  the  point  you  want  to  make! 

Mr.  Knight.  Yes.  I  have  a  cablegram  here  which  I  want  to  read 
in  that  connection.  I  hesitated  to  bring  it  in,  but  in  order  that  there 
may  be  no  misunderstanding  I  think  I  shall  read  it  into  the  record, 
if  I  may  have  your  permission. 

Senator  Jones.  What  is  the  minimum  cost  of  sugar  to  the  pro- 
ducer in  Cuba? 

Mr.  Knight.  I  have  figured  that  with  the  exception  of  the  few 
favored  mills,  the  very  largest,  whose  production,  of  course,  is  preat, 
but  whose  number  is  few,  the  basic  cost  of  producing  sugar  in  Cuba, 
taking  into  account  the  recent  increases  in  various  factors,  is  3.472  a 
pound. 

.Senator  Jones.  Is  that  the  minimum  cost  of  production  in  Cuba ! 

Mr.  Knight.  Yes,  sir.  This  analysis  appears  in  the  record.  Sena- 
tor Lodge  offered  it  in  the  record  [indicating]. 

Senator  Jones.  It  is  already  in  the  records 

Mr.  Knight.  Yes,  sir. 

Senator  Jones.  What  is  the  maximum  cost? 

Mr.  Knight.  That  is  a  hard  question  to  answer.  There  must  be  a 
maximum  cost  at  some  stage  to  some  producers  who  would  be  con- 
ferring a  favor  upon  themselves  and  the  world  in  general,  of  course, 
if  they  would  get  out  of  the  sugar  business,  just  as  there  is  a  maxi- 
mum cost  in  renning,  such  as  the  cost  brought  out  by  Mr.  Earle,  who 
does  not  know  the  sugar  business,  and  it  would  be  better  for  him  and 
the  sugar  business  if  he  would  get  out  of  the  business. 

Senator  Jones.  I  have  gained  some  new  information.  You  are 
familiar  with  Mr.  Earle's  ability  as  a  refiner,  are  you? 

Mr.  Knight.  I  have  a  very  high  regard  for  Mr.  Earle  as  an  attor- 
ney and  financier. 

Senator  Jones.  But  as  a  sugar  expert  you  are  satisfied  he  is  not 
competent  to  conduct  the  business? 
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Mr.  Knight.  I  do  not  think  he  understands  the  technique  of  sugar 
refining;  no,  sir. 

Senator  Jones.  Do  you  ? 

Mr.  Kkight.  I  do  not  hold  myself  out  to  be,  but  I  am  sure 

Senator  Jones.  Then,  how  do  you  become  a  critic  of  a  man  who  is 
engaged  in  the  business? 

Mr.  Knight.  By  comparing  his  costs  with  the  costs  of  his  com- 
petitors, drawing  the  only  logical  conclusion  that  is  possible. 

Senator  Jones.  That  is  true  of  a  lot  of  people  who  are  trying  to 
produce  sugar  in  Cuba ;  they  ought  to  go  out  of  business. 

Mr.  Knight.  For  the  benefit  of  themselves  and  for  the  industry, 
undoubtedly  many — not  a  great  many,  but  an  appreciable  num- 
ber— of  these  Cuban  producers  are  really  clogging  the  wheels  of 
production. 

Senator  Jones.  To  what  point  in  price  do  you  think  they  ought 
to  go  out  of  business? 

Mr.  Knight.  It  depends  on  what  conditions  are.  But  I  will  say 
that  question  has  been  answered  from  a  very  good  authority.  The 
President  of  Cuba,  after  having  various  Government  departments 
make  an  investigation  of  the  matter,  reached  the  conclusion,  prior 
to  the  increase  in  some  small  factors,  that  a  price  of  4.75  f.  o.  b. 
Cuba  would  be  a  price  at  which  the  Cuba  crop  could  be  sold  so  that 
anyone  could  realize  a  fair  profit  who  was  justified  in  staying  in 
the  Cuban  sugar  business,  and  that  with  that  price  fixed  the  produc- 
tion of  Cuban  sugar  would  go  on  in  an  orderly,  systematic,  and  con- 
stantly increasing  manner. 

Senator  Jones.  The  price  has  been  fixed  at  4.60,  as  I  understand  it? 

Mr.  Knight.  Yes,  sir. 

Senator  Jones.  And  do  you  understand — is  it  your  judgment — 
that  the  diiference  of  15  cents  a  hundred  pounds  will  drive  a  lot  of 
sumir  people,  producers  in  Cuba,  out  of  the  business? 

Af r.  Knight.  I  do.  Senator,  because  the  price  of  15  cents  a  hun- 
dred pounds  on  Cuban  raw  sugar,  taken  in  the  aggregate,  compared 
with  my  estimate  of  the  crop,  will  bring  the  total  amount  involved 
to  a  little  bit  in  excess  of  $10,000,000.  This  $10,000,000,  however, 
if  the  sugar  should  reach  the  market  in  the  way  that  we  have  every 
reason  to  believe  it  would  have  reached  the  market  under  normal 
conditions  of  supply  and  demand,  would  be  distributed,  not  among 
all  the  producers  but  among  those  who  need  it  most. 

Senator  Jones.  What  percentage  of  sugar  do  those  produce  who 
will  go  out  of  business  with  4.60  as  the  price,  and  who  would  stay 
in  on  a  4.75  price?  What  percentage  of  Cuban  sugar  do  they 
produce? 

Mr.  Knight.  I  should  say  that  the  production  of  Cuban  sugar  in 
the  participation  in  which  their  efforts  are  essential  is  60  per  cent 
of  the  total  crop,  although  they  themselves  do  not  produce  it  nil. 
Still,  their  efforts  are  essential  to  the  maintenance  of  the  stable 
production. 

Senator  Jones.  In  what  way? 

Mr.  Knight.  In  the  supply  of  cane  to  mills,  so  that  they  can 
grind  throughout  a  season,  rather  than  suspend. 

Senator  Jones.  How  much  cane  do  they  supply  ? 

Mr.  Knight.  These  colonos? 
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Senator  Jones.  No;  I  do  not  mean  the  eolonos.  I  mean  these 
oolonos  who  will  go  out  of  business  if  the  price  of  sugar  is  not  raised 
above  4.60. 

Mr.  Knight.  These  eolonos  are  an  integral  part 

Senator  Jones.  I  am  not  talking  about  eolonos  as  a  class.  Some 
eolonos  will  produce  sugar  at  4.60  and  can  do  it  at  less? 

Mr.  Knight.  They  can,  probably,  but  the  colona  system  does  not 
turn  on  an  arbitrary  depression  of  the  price  below  the  4.76. 

Senator  Jones.  Here  is  what  I  am  trying  to  get  at,  and  if  you  do 
not  know  I  wish  you  would  say  so,  and  we  will  end  the  controversy : 
Do  you  know  what  percentage  of  the  eolonos  could  not  produce  sugar 
at  4.60? 

Mr.  Knight.  Not  in  numbers  or  percentage,  but  I  want  to  give 
you  as  concrete  an  answer  as  is  possible  for  myself,  and  I  think  that 
it  can  not  be  any  more  concrete  from  any  ayailable  statistics.  I 
should  say  a  great  proportion,  an  appreciable  proportion. 

Senator  Jones.  The  word  "  appreciable  "  does  not  mean  much  for 
a  record  of  this  sort.    What  do  jou  understand  by  ** appreciable"! 

Mr.  Knight.  A  proportion  which  mu3t  be  taken  into  account  when 
the  sustenance  of  future  production  is  considered. 

Senator  Jones.  Can  you  not  express  it  in  percentage?  What  per- 
centage of  the  eolonos  will  be  forced  out  of  business  unless  this  price 
is  raised  aboye  4.60? 

Mr.  Knight.  It  is  hard  to  fix  a  numerical  qualification  of  a  group 
of  people  whose  numbers  can  be  increased  or  decrea^sed  by  himdreds 
and  thousands  by  the  operation  or  suspension  of  the  law  of  supply 
and  demand,  because  whereas  these  eolonos  cdiU  immediately  become 
truck  gardeners  next  year  without  any  loss  to  themselves  the  only 
losis  is  to  the  production  of  sugar. 

Senator  Jones.  What  I  am  getting  at  is,  how  many  of  those  who 
have  been  producing  su^ar  would  be  forced  out  of  business  because 
their  costs  will  not  permit  them  to  sell  their  sugar  at  4.60? 

Mr.  Knight.  Enough  to  curtail  the  production  below  three  and 
a  half  million  tons,  or  whatever  it  eventually  proves  to  be. 

Senator  Jones.  How  much  below  ? 

Mr.  Knight.  We  can  fairly  assume  it  will  come  down  to  at  least 
what  it  was  last  year— 3,000,000  ton3,  about,  or  a  little  more — ^when 
the  industry  had  similar  depressing  factors,  which  were  not  antici- 
pated. 

Senator  Jones.  Do  you  mean  to  leave  the  inference  upon  this 
record  that  next  year's  crop — ^I  mean  the  crop  of  1919 — (will  be 
reduced  by  half  a  million  tons  provided  the  price  of  raw  sugar  in 
Cuba  is  not  raised  above  4.60,  and  by  reason  of  that  fact? 

Mr.  Knight.  If  the  price  is  not  raised,  granting  that  the  present 
suspended  market  conditions  prevail,  I  should  say  that  the  crop  faces 
a  curtailment  of  production  of  about  that  extent. 

Senator  Jones.  I  am  talking  about  the  price.  That  is  what  we 
are  discussing.  You  say  that  some  of  them  produce  sugar  above  a 
cost  of  4.60? 

Mr.  Knight.  No,  sir.  I  said  some  of  them  produce  sugar  at  a 
cost  which  prevents  them  selling  at  a  profit  at  4.60. 

Senator  Jones.  In  other  words,  then,  it  coste  them  4.60,  does  it? 

Mr.  Knight.  No,  sir. 

Senator  Ixjdge.  It  costs  them  about  3.47. 
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Mr.  Knight.  There  is  an  overhead,  because  these  people  must  live, 
and  they  can  not  eat  sugar,  they  can  not  wear  sugar,  nor  can  they 
build  houses  out  of  sugar.  Therefore,  they  have  to  purchase  their 
things  in  a  competitive  market  in  return  for  what  they  receive  in  a 
noncompetitive  market. 

Senator  Jones.  All  of  that  goes  into  the  cost  of  producing  sugar, 
does  it  not? 

Mr.  Knight.  No,  sir;  only  the  manufacturing  charges  and  the 
financial  charges. 

Senator  Jones.  I  am  not  talking  about  the  manufacture;  I  am  talk- 
ing about  this  colono  system. 

Mr.  Knight.  It  costs  the  planter  to  produce  his  cane  about  $5  for 
every  hundred  arrobas. 

Senator  Jones.  I  wish  you  would  express  that  in  pounds. 

Mr.  Knight.  The  cost  to  the  colono  of  producing  2,500  pqunds  of 
cane  is  about  $5.    That  is  a  mmimum  cost 

Senator  Jones.  Producing  how  much? 

Mr.  Knight.  Twenty-five  hundred  pounds  of  cane. 

Senator  Jones.  Get  at  the  sugar. 

Mr.  Knight.  Yes,  sir.  He  would  receive  on  his  normal  contract 
about  162^  pounds  of  sugar. 

Senator  Jones.  One  hundred  and  sixty-two  and  a  half  pounds  of 
su^r? 

Mr.  Knight.  Yes,  sir;  which  is  equivalent  to  the  cost  of  produc- 
tion to  the  planter  of  elaborated  sugar  of  about  3.4  cents  a  pound,  as 
compared  with  the  price  of  4  cents,  which  was  the  average  selling 
price,  exwarehouse,  in  Cuba  for  the  past  season. 

Senator  Jones.  Then,  the  actual  cost  to  the  colono  is  about  3^ 
cents  a  pound? 

Mr.  Knight.  Less  than  that. 

Senator  Jones.  A  little  less  than  3^  cents? 

Mr.  Knight.  Yes. 

Senator  Jones.  If  that  is  what  it  costs  him,  do  you  think  he  would 
go  out  of  business  if  selling  that  at  4.60? 

Mr.  Knight.  He  does  not.  The  price  f .  o.  b.  Cuba  is  4.60,  not  the 
price  in  the  interior.  This  sugar  must  be  transported  and  hauled 
from  the  mill  to  the  seaboard. 

Senator  Jones.  How  much  is  that?  What  is  the  cost  of  hauling 
from  the  mill  to  the  seaboard  ? 

Mr.  Knight.  That  varies  in  different  localities.  Of  course,  it  is 
small  in  the  eastern  part,  where  the  different  mills  are  close  to  the 
seaboard.  It  is  greater  in  the  western  and  central  parts,  where  the 
mills  are  isolated. 

Senator  Jones.  Tell  how  much  ? 

Mr.  Knight.  It  varies.  I  might  say  that  Willett  &  Gray  mention 
that  the  cost  of  transporting  sugar  was  as  high  as  a  cent  and  a  half 
a  potmd  in  some  parts  of  Santa  Clara  in  the  1916  crop,  although  that 
was  exceptional. 

Senator  Jones.  I  mean  ordinarily.  You  are  very  familiar  with 
conditions  down  there  and  all  of  the  economic  conditions.  Tell  me, 
now,  what  are  these  freight  rates  from  the  sugar  mills  to  the  sea- 
board? 
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Mr.  Knioht.  They  would  run  on  the  pound,  an  ideal  mill, 
about 

The  Chaikman.  Do  you  mean  "typical"  when  you  say  "ideal"! 

Mr.  Knight.  A  high-efficiency  mill,  from  which  calculations  could 
be  made. 

Senator  Jones.  Does  it  make  any  difference  whether  it  is  a  high- 
efficiency  mill  or  a  low-efficiency  mill,  so  far  as  the  freight  rate  is 
concerned  ? 

Mr.  Knight.  It  would,  because  the  larger  mills,  the  high-efficiency 
mills,  are  close,  and  have  their  own  railroads  and  their  standard- 
gauge  railroads,  while  the  small  mill  lias  to  depend  on  a  narrow 
gauge. 

Senator  Jones.  All  right.  Tell  us  what  the  freight  rate  is  to  the 
seaboard. 

Mr.  Knight.  About  48  cents  on  200  pounds,  which  would  be  less 
than  a  quarter  of  a  cent  a  pound. 

Senator  Jones.  Then,  it  costs  less  than  3|  cents  a  pound  to  produce 
it  and  less  than  a  quarter  of  a  cent  a  pound  to  freight  it  to  the 
seaboard? 

Mr.  Knight.  Yes,  sir. 

Senator  Jones.  That  would  be  less  than  8.76? 

Mr.  Knight.  And  there  is  a  Cuban  Government  tax  of  20  cents 
a  ba^  on  320  pounds,  or  one-sixteenth  of  a  cent  a  pound.  That  would 
be  six  one-hundredths. 

Senator  Jones.  That  would  make  it  less  than  3.80.  If  the  total 
cost  of  the  sugar  to  the  colono  on  the  seaboard  is  a  little  less  than 
3.80,  do  j^ou  think  he  would  go  broke,  or  go  out  of  business,  by  get- 
ting 4.60  for  it? 

Mr.  Knight.  There  are  other  factors.  His  selling  price,  ex  ware- 
house, for  the  last  year's  crop,  was  a  little  in  excess  of  4  cents. 

Senator  Jones.  How  is  that? 

Mr.  Knight.  The  price  the  colono  received,  ex  warehouse,  for  his 
sugar 

Senator  Jones.  What  do  you  mean  by  "  ex  warehouse"? 

Mr.  Knight.  The  burden  of  overhead — ^to  send  it,  to  ship  it — to  be 
assumed  by  the  buyer  rather  than  by  the  colono. 

Senator  Vardaman.  May  I  ask  if  you  have  any  data  which  would 
enable  you  to  give  the  average  production  of  a  colono?  That  will 
answer  Senator  Jones's  questions. 

Mr.  Knight.  There  is  none  available  here,  so  far  as  I  know. 

Senator  Vardaman.  The  individual  produces  a  very  small  quan- 
tity? 

Mr.  Knight.  That  is  true. 

Senator  Vardaman.  A  thousand  pounds? 

Mr.  Knight.  No;  more  than  that. 

Senator  Vardaman.  How  much  would  you  suppose? 

Mr.  Knight.  I  can  give  you  a  fair  typical  average.  I  should  say 
10,000  pounds. 

Senator  Vardaman.  If  it  costs  him  about  3.80  or  8.90,  that  would 
give  him  about  70  cents  a  hundred.    How  much  would  that  be? 

Mr.  Knight.  That  would  be  about  $700  on  his  season's  op«ra- 
tions,  net. 

Senator  Vardaman.  That  is  the  total  amount  he  would  produce, 
and  he  has  to  pay  his  rent  out  of  that? 


enORTAGE  OP  SUGAH.  763 

Mr.  Knight.  Yes. 

Senator  Vardaman.  Which  would  leave  him  about  $300? 

Senator  Jones.  As  I  understand  it,  the  rent  cost  is  all  figured  in 
the  cost  of  production. 

Mv.  Knight.  We  are  figuring  the  rent  of  his  home,  are  you  not, 
Senator  Vardaman? 

Senator  Vardaman.  So  that  the  cost  of  rent  you  did  not  figure  in 
the  cost  of  his  land,  did  you  ? 

Mr.  Knight.  No,  sir. 

Senator  Vardaman.  That  is  the  total  amount  raised  by  this  laborer. 

Senator  Jones.  No.  As  I  understand  the  witness,  that  is  the  cost  to 
the  colono  after  all  his  expenses  are  paid,  and  excluding  the  share  of 
sugar  which  goes  to  the  mill  or  the  owner  of  the  land. 

Mr.  Knight.  Yes.  That  would  be  the  colono's  net  at  the  end  of 
the  season. 

Senator  Lodge.  He  does  not  get  the  4.60  f.  o.  b.;  he  never  gets 
the  f.  o.  b.  price,  does  he? 

Mr.  Knight.  Certainly  not,  if  he  sells  ex  warehouse,  because  he  has 
no  transportation  facilities  of  his  own  to  move  it  to  the  seaboard. 
That  is  why  I  purposely  left  the  colono's  expenses  out  of  this  analy- 
sis, because  an  analysis  could  not  be  fairly  made  and  include  the 
colono. 

Senator  Jones.  I  thought  you  said  the  colono  produced  about  60 
per  cent  of  all  the  sugar  in  Cuba. 

Mr.  Knight.  He  does. 

Senator  Jones.  Is  it  not  important  to  know  what  the  cost  of  that 
production  is  to  the  colono? 

Mr.  Knight.  The  colono  does  not  produce  the  sugar.  He  raises  the 
cane.  It  is  the  mill  which  produces  the  sugar,  and  pays  the  colono 
in  sugar,  which  he  gets  the  price  for.  He  is  paid  at  the  mill.  He  is 
not  paid  at  the  seaboard.    The  price  at  the  mill  is  determined  f.  o.  b. 

Senator  Jones.  What  is  the  price  at  the  mill  ? 

Mr.  Knight.  That  varies  with  the  location  of  the  mill. 

Senator  Jones.  How  is  that  fixed? 

Mr.  Knight.  Some  mills,  as  I  say,  can  sell  more  cheaply  than 
others. 

Senator  Jones.  The  only  difference  is  the  freight  rate  to  the  sea- 
board, is  it  not? 

Mr.  Knight.  And  the  means  of  transportation. 

Senator  Jones.  What  means  of  transportation  other  than  getting  it 
to  the  seaboard  ? 

Mr.  Knight.  It  costs  more  to  haul  sugar  by  team,  or  on  a  narrow- 
gauge  railroad,  which  as  to  be  replaced  after  the  rainy  season  every 
year,  than  it  would  on  a  standard-gauge  railroad. 

Senator  Jones.  I  understand  that,  and  I  say  that  is  the  only  differ- 
ence, is  it  not,  the  difference  in  the  cost  of  the  freight  from  the  mill 
to  the  seaboard  ? 

Mr.  Knight.  The  colono,  of  course,  has  to  buy  his  fertilizer  and 
various  other  things.    We  can  not  figure  those  things  in. 

Senator  Jones.  I  thought  you  said  that  the  cost  to  the  colono  for 
the  production  was  this  3.47.*^  Does  not  that  include  fertilizer  ? 

Mr.  Knight.  It  would;  yes,  sir. 

(Thereupon,  at  5.20  o'clock  p.  m.,  the  subcommittee  adjourned  un- 
til Saturday,  January  5, 1918,  at  10.30  o'clock  a.  m.) 
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United  States  Senate, 
Subcommittee  or  the  Committee  on  Manufactures, 

Washington^  D,  C. 

The  subcommittee  met  at  10.30  o'clock  a.  m.  and  proceeded  to  hear 
a  witness  on  the  subject  of  coal,  after  which  the  sugar  inquiry  was 
resumed. 

TESTIUONY  OF  J.  V.  ENIOHT— Eesnmed. 

Mr.  Knight.  May  I  be  permitted  to  read  the  information  which 
was  requested  at  the  outset  of  my  examination  yesterday  relative  to 
the  production  of  what  I  originally  stated  to  be  the  two,  and  which 
later  developed  to  be  the  three,  large  American  companies  in  eastern 
Cuba? 

Senator  Lodge.  Yes.  That  statement  was  incomplete.  We  shall  be 
glad  to  have  it. 

Mr.  Knight.  I  have  supplied  the  figures  to  the  reporter.  The 
percentage  also  figured  in  ihQ  question. 

The  Cuban- American*  Sugar  Co.  for  the  season  just  closed  pro- 
duced 298,208  tons  of  raw  sugar.  For  the  previous  season  they  pro- 
duced 268,310  tons — an  increase  of  about  10  per  cent. 

The  Cuba  Cane  Sugar  Co.  for  the  season  just  closed  produced 
452,035  tons ;  for  the  previous  season  484,000  tons — a  decrease. 

The  United  Fruit  Co.,  with  its  subsidiary,  which  is  under  the 
same  ownership,  the  Nipe  Bay  Co.,  produced  in  the  season  just  closed 
107,302  tons ;  in  the  previous  season  128,446  tons. 

Senator  Lodge.  What  is  that  in  the  aggregate — ^the  production  of 
this  year,  I  mean  ? 

Mr.  Knight.  The  aggregate  is  857,545  tons — approximately  25 
per  cent. 

Senator  Lodge.  A  little  more  than  25  per  cent;  less  than  30  per 
cent. 

Mr.  Knight.  Those  are  three  companies  in  the  eastern  part.  There 
are  others,  but  these  are  the 

Senator  Lodge.  You  mean  there  are  other  large  mills  of  the  class 
you  call  high-eflBciency  mills? 

Mr.  Knight.  Yes,  sir;  but  they  are  few  in  number,  though  each 
individual  mill  has  large  production;  and  they  constitute  the  re- 
mainder of  the  40  per  cent  to  which  I  constantly  referred  yesterday. 

Senator  Jones.  Mr.  Knight,  yesterday  evening  when  we  adjourned 
we  were  discussing  the  question  of  the  cost  of  producing  sugar  by 
the  colono.    What  information  have  you  as  to  that  cost  ? 
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Mr.  Knight.  Fragmentary  information,  principally  that  compiled 
by  the  management  of  the  West  Indian  branch  of  the  National  City 
Bank ;  but  as  to  quoting  a  statistical  cost  for  the  production  of  Cuban 
raw  su^ar  by  colonos,  it  is  as  difficult  as  quoting  the  basic  cost  of  an 
egg;  it  IS  susceptible  to  so  many  variations  in  different  localities  and 
under  different  conditions. 

Senator  Jones.  And  it  has  been  so  difficult  that  you  have  never 
undertaken  it,  have  you  ? 

Mr.  Knight.  I  have  not.  I  do  not  think  it  has  ever  been  imder- 
taken,  except  in  typical  cases  and  for  statistical  purposes  it  may  have 
been  undertaken  by  several  agencies. 

Senator  Jones.  \Vhy  was  it,  then,  that  you  were  able  to  tell  us  yes- 
terday that  with  the  price  of  Cuban  raw  sugar  at  $4.60  f .  o.  b.  Cuba, 
a  lot  of  the  colonos  would  go  put  of  business,  but  if  the  price  were 
$4.75  they  would  prosper  and  others  would  engage  in  the  business! 

Mr.  Knight.  I  based  that  statement  of  belief— and  with  me  it 
amounts  to  a  conviction — ^upon  data  which  was  assembled  by  the 
Cuban  Government's  departments  at  the  request  of  the  President  of 
Cuba,  and  which  was  calculated  down  there,  and  upon  the  basis  of 
which  the  request  of  a  c.  and  f.  price  of  $4.75  was  made  by  him. 

Senator  Jones.  Then  you  did  not  make  any  original,  first-hand  in- 
vestigation of  the  subject  ? 

Mr.  Knight.  No  more  than  any  one  else  in  the  United  States  had 
made,  except  that  the  Food  Administration  made  an  investigation 
prior  to  certain  rising  costs. 

Senator  Jones.  Then,  to  use  a  commercial  phrase,  you  have  been 
a  dealer  in  second-hand  information  ? 

Mr.  Knight.  As  we  must  all  be  when  we  seek  the  compilation  of 
statistics  upon  such  a  nebulous  and  variable  method  or  means  of  food 
production. 

Senator  Vardaman.  It  is  a  common  conclusion  that  a  man  who  is 
cultivating  sugar  with  the  crooked  stick,  as  some  of  the  men  plow  in 
Cuba,  can  not  compete  successfully  with  the  man  who  cultivates  his 
ground  with  modern  implements. 

Mr.  Knight.  That  is  true. 

Senator  Vardaman.  That  is  the  basis  on  which  you  make  your 
statement  that  some  would  go  out  of  business? 

Mr.  Knight.  Yes,  sir.  They  do  not  really  use  the  crooked  stick, 
but  they  use  what  would  be  considered  here  an  archaic  type  of  plow, 
because  the  ground  is  very  susceptible  to  turning  with  an  ordinary 
old-type  plow.  It  has  been  the  experience  of  those  who  are  inves- 
tigating the  colono's  welfare  that  he  has  a  tendency  to  turn  back  his 
profits  into  improved  facilities,  because  by  increasing  his  facilities 
he  is  helping:  himself. 

Senator  Jones.  Mr.  Knight,  I  believe  you  stated  that  you  were  a 
mere  volunteer  here,  and  that  you  did  not  come  in  any  representative 
capacitv.    Is  that  true? 

Mr.  Knight.  I  was  here  on  the  14th  to  see  a  member  of  this  com- 
mittee on  another  matter.  Senator  Broussard  of  Louisiana,  and  he 
suggested  that  I  might  be  interested  in  the  deliberations  here.  When 
I  came  up  to  the  place  where  the  committee  was  holding  sessions 
formerly,  in  the  Capitol,  I  was  introduced  to  two  members  of  the 
committee  by  a  friend  in  Washington;  and  what  I  had  already  heard 
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in  the  testimony  impelled  the  conviction  in  my  mind  that  Cuba  had 
been  discussed  with  great  freedom  but  with  little  authoritative  in- 
formaftion,  and  it  was  then  that  my  present  attitude  was  determined 
and  fixed,  that  of  placing  myself  at  the  disposal  of  the  committee  to 
give  them  any  information  regarding  Cuban  sugar  conditions  with 
which  I  was  familiar.  Since  then,  in  Washington,  as  requested  or 
intimated,  I  have  prepared  whatever  data  you  have  seen  here  in  my 
possession,  none  ox  wnich  I  brought  with  me.  I  prepared  it  here  in 
Washington  from  time  to  time,  as  I  thought  it  might  be  of  value  in 
determining  the  part  that  Cuba  must  play  in  producing  the  sugar 
crop  of  the  world. 

Senator  Jones.  What  is  your  particular  avocation  at  the  present 
time? 

Mr.  Knight.  My  particular  avocation  at  the  present  time  is  testi- 
fying before  this  committee.  My  vocation  is  as  stated  by  me  yester- 
day. 

Senator  Jones.  Your  avocation  is  testifying  before  this  committee? 

Mr.  Knight.  Yes,  sir ;  at  present. 

Senator  Jones.  Are  you  following  your  vocatioh  except  as  a  wit- 
ness here  before  the  committee? 

Mr.  Knight.  Why,  I  try  to;  not  particularly — possibly  in  a  way 
that  would  not  interfere — ^but  I  am  very  busy  in  my  work. 

Senator  Jon£».  What  is  your  work  ? 

Mr.  Knight.  I  will  read  from  page  1650  of  the  record : 

I  am  a  contributor  to  the  trade  nnd  technical  press  In  matters  relating  to 
Chibnn  commercial  affairs,  principally  with  regard  to  tobacco  and  sugar,  and 
I  compile  statistics  on  Cuban  commercial  lines,  In  relation  to  the  agricultural 
output  of  the  Island,  and  ixjrform  klndretl  service  which  relates  to  Cuban 
commercial  interests. 

Also,  now  I  am  undertaking  the  supervision  of  an  exhibit  of  the  National 
Foreign  Trade  Council,  which  will  have  to  do  with  the  imports  and  exports 
of  Cuba  to  this  country,  which,  of  course,  are  principally  sugar  and  tobacco. 

Senator  Jones.  I  suppose  you  get  some  compensation  for  that, 
do  you  ? 

Mr.  Knight.  Indeed  I  do,  Senator,  or  I  would  not  be  doing  it. 

Senator  Jones.  I  supposed  so. 

Mr.  Knight.  I  am  sorry  I  do  not  get  as  much  as  I  think  I  ought 
to  have,  but 

Senator  Jones.  From  whom  do  you  get  it? 

Mr.  Knight.  From  publications  which  print  my  contributions  to 
some  extent;  from  news  syndicates  which  receive  information  from 
my  office,  and 

Senator  Jones.  What  news  syndicates? 

Mr.  Knight.  The  photographic  syndicates  I  referred  to;  Brown 
and  Dawson  are  one  of  them;  and  from  the  usual  sources  when  a 
person  is  in  the  business  of  furnishing  commercial  news;  and  also 
from  the  Presidencia  in  Havana  on  news  matters,  matters  relating 
to  news  only,  the  dissemination  of  news.  The  mechanical  facilities 
of  my  office  are  utilized  in  the  dissemination  of  news. 

Senator  Jones.  What  are  the  mechanical  facilities? 

Mr.  Knight.  Mailing  facilities  such  as  are  in  many  Washington 
offices,  such  as  are  in  Government  departments. 

Senator  Jones.  Or,  in  other  words,  you  conduct  a  publicity  busi- 
ness? 
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Mr.  Knight.  I  do  not — not  public  publicity  biisiness;  not  in  the 

Seneral  acceptance  of  the  term.  There  are  publicity  businesses  con- 
acted  which  are  at  the  disposal,  and  the  opinions  of  whose  directors 
are  at  the  purchase,  of  whatever  interests  need  them ;  but  I  am  not 
in  that  category.  I  should  like  to  distinguish  that.  "Publicity" 
is  a  much  overworked  word.  If  a  Senator  makes  a  speech  and  it  is 
published,  that  is  publicity;  but  if  a  person  issues  reams  of  matter 
which  tends  to  be  propaganda  rather  than  news,  he  ceases  to  become 
a  publicizing  agent,  and  becomes  a  press  agent ;  and  I  should  like  to 
disabuse  your  mind  from  any  impression  that  I  might  be  in  the 
latter  category. 

Senator  Jokes.  Then  the  thing  that  prompted  you  to  come  before 
the  committee  and  tender  your  good  services 

Mr.  Kkioht.  Good  offices. 

Senator  Jones.  Well,  yes. 

Mr.  Knight.  I  did  not  .know  whether  it  would  be  of  any  service 
or  not,  Senator. 

Senator  Jones.  The  thing  that  prompted  you  to  do  that  was  the 
fact  that  you  wer6  familiar  with  statistics,  and  so  on,  and  that  you 
were  able  to  compile  the  information  which  might  be  gathered  from 
the  statistics  ? 

Mr.  Knight.  No,  sir;  I  came,  not  as  a  statistician,  but  I  came  be- 
fore the  committee  as  one  acquainted  with  the  situation  as  regards 
the  production  of  Cuban  sugar. 

Senator  Jones.  Did  you  not  tell  me  a  moment  ago  that  you  knew 
nothing  about  the  cost  of  producing  Cuban  sugar  except  what  yea 
gathered  from  the  work  of  somebody  else? 

Mr.  Knight.  The  term  "compilation"  comprehends  that.  You 
asked  Hie  what  it  costs  a  colono  to  produce  a  pound  of  sugar.  I  told 
you  that  was  about  as  difficult  to  arrive  at  as  the  basic,  cost  of  an  egg, 
and  it  is. 

Senator  Jones.  And  you  have  never  attempted  it? 

Mr.  Knight.  No. 

Senator  Jones.  Then,  why  were  you  able  to  say  that  a  difference 
of  15  cents  a  hundred  in  the  price  of  Cuban  raw  sugar  would  bank- 
rupt a  lot  of  people  down  there  who  are  termed  colonos? 

Mr.  Knight.  I  did  not  say  it  would  bankrupt  them,  but  I  said 

Senator  Jones.  You  said  it  would  put  them  out  of  business. 

Mr.  Knight.  I  said  it  would  put  them  out  of  the  su^r  business; 
but  lest  you  should  think  that  I  had  bankruptcy  in  mind,  I  imme- 
diately stated  the  alternative,  which  was  that  they  would  imme- 
diately |g:o  to  raising  vegetables  and  other  foodstuffs  which  they  could 
sell  at  their  door.  That  would  not  mean  bankruptcy,  but  it  would 
mean  that  they  were  no  longer  producers  of  sugar. 

Senator  Jones.  They  would  go  out  of  the  sugar  business? 

Mr.  Knight.  Yes,  sir. 

Senator  Jones.  Because  of  a  difference  of  15  cents  a  hundred  ? 

Mr.  Knight.  Yes,  sir. 

Senator  Jones.  What  enables  you  to  make  such  a  close  calculation 
as  that,  if  you  have  never  given  any  effort  to  obtaining  first-hand 
information,  and  it  is  such  a  difficult  job  to  obtain  that  information! 

Mr,  Knight.  I  realize  that  any  efforts  that  any  one  might  make, 
since  this  information  is  available  to  this  committee,  would  be  very 
poor  indeed  by  the  side  of  the  efforts  which  the  Cuban  Government 
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rtMlf  -httd  iBB^  mcWDtly,  and  which  resulted  in  arrivinff  at  a  fiimre 
of  $4.75  f.  0.  b.  Coba. 

Senator  Jones.  That  (TOvernment  has  ugn.'ed  upon  a  prict^  of 
4.t;0,  has  it  not! 

Mr.  Knight.  In  the  sense  that  the  term  '^agreed ''  is  an  elastic 
ttirm;  so  I  understand  it.  I  am  not  sponsor  for  any  Government  lA 
this  matter. 

Senator  Jonks.  I  do  not  think  the  word  "  agreed."  in  this  instHnoe^ 
is  an  elastic  term.  I  understand  that  that  price  of  $4.fl0  hns  been 
absolutely  agreed  upon. 

Mr.  Kmqht,  Yes.  sir;  it  has. 

Senator  .Tomes.  Then  there  is  nothing  elastic  about  that. 

Mr.  Knight.  A  tender  of  $4.60  was  made  to  the  Cuban  comniia- 
cion.  and  after  various  preliminary  parleys,  it  was  accepted. 

Senator  Jones.  Do  you  think  the  Cuban  commission  would  have 
accepted  it  if  it  had  been  of  the  opinion  that  a  great  many  people 
would  quit  the  industry  and  go  into  something  elml 

Mr,  KNioirr,  T  can  not  pass  judgment  upon  what  the  <^uban  com- 
mission did. 

Senator  Jones,  No:  I  do  not  believe  you  can,  either.  Now,  you 
made  complaint  yesterday  that  a  large  amount  of  sugar  of  the  new 
crop  was  being  produced  in  Cuba,  piling  up  on  the  docks  and  not 
being  moved  to  this  country. 

Mr.  KxiOHT.  I  did  not  make  complaint,  Senator;  I  stated 

Senator  Jones.  You  stated  it  as  a  fact 

Mr.  Kniuht.  I  stated  that  I  had  been  so  informed ;  yes. 

Senator  Jones,  You  had  been  so  informed? 

Mr.  KxinHT.  Yes,  sir. 

Senator  Jones.  Now,  I  will  i-ead  you  a  telegram  which  has  iuimt- 
here  from  Mr.  Manuel  Rionda.    T>o  you  know  nim! 

Mr.  Kn'ioht.  No.  sir.  I  know  who  he  is.  There  are  two  Manuel 
Hiondas — Manuel  Rionda.  sr.,  and  Manuel  Rionda,  a  nephew. 

Senator  Jones.  This  is  the  one  that  is  now  in  New  York. 

Mr.  Knight.  There  are  two  of  them. 

Senator  Jones.  Two  of  them,  are  there? 

Mr.  Knight.  Yes,  sir.  One  is  president  of  the  Cuba  Cane  Su( 
Co.  and  the  active  factor  in  the  Czamikow-Rionda  Co.,  which  \a  I 
-ales  agent  for  the  Cuba  Cnne  Sugar  Co.;  and  the  other  one.  Mam 
Rionda  the  younger,  is 

Scniitor  Jones.  This  is  the  one  who  represents  (he  Cuban  p: 
dncers'  committee.  'Which  one  is  he?  He  is  the  one  you  have  ji 
been  telling  about? 

Mr.  KNiGirr.  I  did  not  know  that  there  was  a  Rionda  on  I 
Cuban  producers'  committee  a^-  announced. 

Senator  Jones.  Oh !  Yoti  did  not  know  that  the  Cuban  prodoo 
had  n  committee,  then? 

Mr.  Knioht.  Oh.  yos.  You  mean  the  Cuban  Sugar  Commissi 
which  visited  the  United  States  and  conferred  with  the  Intematioi 
Sugar  Committee? 

Senator  Jones,  I  have  received  this  telegram,  sigoed^ "  Cuban  P: 
ducers'  Committee.  Manuel  Rionda."  Have  you  any  idea  who  tl 
Manuel  Rionda  is? 

Mr,  Knight,  He  probably  is  the  president  of  the  Cuba  Cane  Su( 
Co.1  yes,  Ar. 
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Senator  Jones.  1  will  read  this  telegram.  It  is  directed  to  Mr. 
Rolph,  of  the  Food  Administration  here  in  Washington,  and  is  dated 
January  5. 

(The  telegram  referred  to  was  read  aloud  by  Senator  Jones  of 
New  Mexico,,  was  marked  "Exhibit  No.  184."  and  is  here  printed  in 
full  in  the  record,  as  follows:) 

New  York,  January  .5,    1S}1R. 
6.  M.  RoLPH, 

Food  Administration  Building^  Wcuthingtofi,  D,  V. 

Total  shipments  from  Cuba  to  the  United  States  lu  December  30,85o  tons, 
which  Is  equal  to  normal  and  exceed  last  year's  shipments  for  the  same  month 
Since  January  1  175,000  bags  have  been  shipped  to  the  Vnited  States,  There 
are  32,000  tons,  approximately,  now  loading,  and  steamers  have  been  derlaretj 
for  40,000  tons  to  be  shipped  during  the  month  of  January  for  the  rest  of  this 
month.  Not  getting  tonnage  as  fast  as  we  would  like,  but  expect  more  steamers 
available  as  soon  as  coal  for  bunkers  Is  more  plentiful.  •  Only  one  steamer  left 
Cuba  in  ballast;  and  it  was  because  the  captain  would  not  change  p<3rts  an^l 
there  was  no  sugar  at  the  port  where  she  was.  Of  the  first  plnntatiofw  that 
started  grinding  in  November  named  Palma,  4,000  tons  have  been  dipped. 

OUIUN    PRODUCEBS'     Ck>MM:iTTlX, 
MaNUSL    RlOr7DA. 

Senator  Jones.  You  did  not  have  that  iiiformation  yesterday  irhen 
you  were  testifying,  did  you? 

Mr.  Knight.  I  stated  that  the  last  information  which  I  had  was 
up  to  December  27,  the  Weekly  Statistical  Sugar  Trade  JoiimaL 
which  states  that  receipts  for  the  week  from  Cuba  were  2,381,  as 
opposed  to  7,099  the  year  before,  a  decrease  of  4,718,  and  since  then 
there  has  been  an  increase  in  the  amount  of  tlie  sugar  reaching  New 
York  and  other  Atlantic  ports  from  Cuba;  but,  of  course,  as  Mr. 
Rionda  said,  the  shipping  situation  is  not  entirely  satisfactory* 

Senator  Jones.  But  I  think  you  said  yesterday,  in  answer  to  a 
question  by  the  chairman,  that  there  was  no  money  available  for  the 
purchase  of  sugar  down  there  in  Cuba? 

Mr.  Kntoht.  Let  me  refer  to  that.  I  want  to  be  specific.  I  do 
not  think  I  expressed  it  that  way.  Senator.  I  did  not  state  it  that 
way.  In  response,  I  think,  to  a  question  by  the  chairman — ^the  record 
will  show — I  stated  that  so  far  apparently  there  was  not  money 
there,  with  correlative  ideas  which  rid  my  remark  of  the  positive 
assertion  that  there  was  no  money  there. 

Senator  Jones.  Just  read  what  you  did  say. 

Mr.  Kntgiit.  I  will  find  it.  I  was  asked  by  the  chairman  on  pa^e 
1781  of  the  stenographic  transcript : 

Tl>ere  is  nobody  to  buy  it  except  the  International  Committee? 

Nobody  except  the  International   Supar  Committee,  and   the   International 
Suffar  Committee  has  not  yet  shown  up  there  with  the  money  to  buy.    The  situ 
atlon  amounts  to  that. 

i'hat  is  as  of  December  27,  of  course — ^the  date  of  my  last,  infor- 
mation. 

Senator  Joxes.  And  your  answer  was  what? 

(By  request,  the  reporter  read  the  answer  of  Mr.  Knight,  above  set 
forth.) 

Senator  Jones.  Oh  I    That  was  your  answer? 

Mr.  Knight.  "The  situation  amounts  to  that." 

Senator  Jones.  Now,  you  testified  as  follows: 

The  Chaibman.  Further  than  that,  what  is  tlie  condition.  If  yoit  know,  with 
reference  to  boats  for  sugar,  even  if  there  was  any  sold?  Axe  tliere  4iny  boQt» 
now  tliat  are  accessible  or  not? 
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And  your  answer  was : 

There  are  cargo  vessels  mnking  regular  sulUiigs  between  the  (Hiban  port.s  und 
the  Atlantic  ports  as  heretofore. 

And  then  you  go  on  with  the  curtaihnent.  You  finally  stated — ^I 
do  not  have  it  just  in  front  of  me — or,  rather,  you  left  the  impression 
upon  my  mind,  that  there  were  vessels  here.  You  told  about  the 
sugar  being  accumulating;  that  sugar  has  been  accumulating  ever 
since.   I  read  as  follows  from  the  record  of  yesterday : 

The  Ghaibuan.  And  no  arrangement  has  yet  been  made  to  get  the  sugar  to 
this  country 

Mr.  Kkioht.  I  do  not  know  as  to  that,  but  none  of  the  sugar  which  has 
been  produced  and  wliich  normally  would  be  on  its  way  to  this  country  has 
reached  here. 

You  simply  did  not  have  late  information  in  regard  to  that? 
Mr.  Kkight.  I  should  not  have  said  "none."    T  should  hav(>  said 
**  little."    I  was  in  error  in  that. 

Senator  Jones.  I  read  again,  as  follows: 

The  Chaibman.  What  is  the  reason  that  it  has  not  come^  Is  it  because  the 
refiners  of  this  country  were  formerly  the  only  market  for  the  sujjar,  and  they 
are  no  longer  at  liberty  to  buy? 

Your  answer  to  that  was : 

Mr.  Knight.  Possibly.  There  Is  no  competitive  market  for  the  Cuban 
sugnrs. 

Then  you  stated  somewhere  that  boats  were  coming  back  here  in 
ballast.    On  what  information  did  you  make  that  statement? 

Mr.  Knight.  I  think  the  record  shows  that  I  said  I  had  been 
informed.  I  did  not  make  the  statement  positively;  I  qualified  it 
somewhat,  because  I  wanted  to  give  it  only  for  what  the  report  was 
worth. 

Senator  Jones.  Yes.  I  think  you  said  you  were  informed.  Now, 
who  informed  you? 

Mr.  Knight.  I  heard  the  report  from  a  man  in  the  sugar  industry 
since  I  came  to  Washington.  I  had  heard  allusions  to  it  in  New 
York,  as  well. 

Senator  Jones.  From   what   man   in   the  sugar   industry? 

Mr.  Knight.  Mr.  Lamborn. 

.Senator  Jones.  Mr.  Lamborn? 

Mr.  Knight.  Yes,  sir. 

Senator  Jones.  Did  he  tell  you  how  many  vessels  had  come  back 
to  this  country  in  ballast? 

Mr.  Knight.  No.  sir;  I  did  not  ask  him. 

Senator  Jones.  Did  he  say  that  only  one  had  come? 

Mr.  Knight.  I  do  not  recall.  It  is  not  unusual  for  boats  to  come 
from  Cuban  ports  to  Atlantic  ports  in  ballast;  but  the  unusual  thing 
that  made  me  retain  it  in  my  mind  was  that  they  should  come  in 
ballast  at  this  particular  time. 

Senator  Jones.  I  see;  and  so  upon  that  information  you  were 
willing  to  leave  the  impression  here  that  boats  were  coming  in  bal- 
last to  this  country,  and  su^ar  was  piling  up  in  the  ports  of  Cuba, 
and  was  not  being  moved?  That  was  the  impression  which  you 
wanted  to  make  on  this  committee,  was  it  not? 

Mr.  Knight.  It  was  not;  and  I  am  sure  that  the  straightforward 
character  of  my  answers  in  matters  upon  which  I  had  positive  knowl- 
edge, and  the  qualifications  of  all  matters  upon  which  I  could  not 
speak  so  positively,  will  show  that  there  must  have  been 
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Senator  Jones.  It  is  true  that  you  gave  that  upon  information? 

Mr.  Knight.  I  qualified  it  throughout,  in  response  to  quesstions 
from  the  chairman.  I  did  not  brine  up  the  information  voluntarily; 
but  when  I  was  asked  about  it  I  qualified  it,  governed  by  my  constant 
attitude,  to  be  of  service  as  much  as  possible,  and  not  to  get  any- 
thing into  the  record  that  would  be  susceptible  of  such  interpretation 
as  your  questions  comprehend. 

Senator  Jones.  Yesterday,  in  response  to  a  hypothetical  q[uestioii 
asked  by  the  chairman,  you  said  you  thought  that  the  dumping  on 
the  market  of  800,000  tons  of  beet  sugar  would  have  lowered  the 
price  if  that  had  been  done  without  any  interference  by  those  deal- 
mg  with  the  sugar  question.  Have  you  ever  heard  of  800,000  tons 
of  beet  sugar  being  accumulated,  so  that  it  could  be  dumi>ed  on  the 
market! 

Mr*  Knight.  I  stated  that  it  would  have  a  depressing  effect  upon 
the  refined  sugar  market,  naturally. 

Senator  Jones.  Did  you  ever  know  of  any  such  supply  being  accu- 
mulated as  800,000  tons  of  beet  sugar? 

Mr.  Knight.  I  did  not. 

Senator  Jones.  No. 

Mr.  Knight.  That  was  why  I  had  to  give  the  hypothetical  answer 
which  I  did  give. 

Senator  Jones.  Yes;  but,  taking  the  question  and  the  answer  to- 
gether, it  was  calculated  to  leave  the  impression  here  that  there  was  a 
supply  of  800,000  tons  of  beet  sugar  to  be  dumped  on  the  market? 

Mr.  Knight.  I  predicated  all  consideration  of  the  amount,  800,000 
tons,  apart  from  tne  questioning  by  the  chairman,  upon  a  matter  of 
record,  which  is  a  bulletin  of  the  Public  Information  Division  of  th** 
United  States  Food  Administration,  where  that  figure  originated. 

Senator  Jones.  Yes.  There  is  not  any  controversy  about  the  quaii 
tity  of  beet  sugar  which  is  likely  to  be  produced  in  this  country.  1 
think  it  is  in  the  neighborhood  of  800,000  tons.  But  that  sugar 
comes  upon  the  market  very  gradually.  It  is  ground  in  a  gradiiAl 
way,  the  same  as  the  Cuban  sugar,  andf  there  is  no  800,000  tons  to  h** 
dumped  on  the  market. 

Mr.  KNiGHT._At  any  time,  no,  sir;  and  the  expression  **  dumped  on 
the  market"  does  not  occur  in  the  record,  which  bears  out  what  T  have 
just  stated.     The  expression  was  "fill  the, gap." 

Senator  Jones.  Yes:  that  800,000  tons;  "fill  the  gap."    What  ^p? 

Mr.  Knight.  The  gap  described  by  the  Food  Administration  cir 
cular,  as  follows: 

The  beet-siipu*  prodiifthui  of  Jilxmt  80(),(MK)  be^iiiH  to  crome  into  the  nwirt<»t 
during  the  month  of  September,  and  should  furnisli  the  bulk  of  suppliers  betwf"*»ri 
then  and  the  first  of  next  year. 

That  would  be  three  and  a  half  months. 

Senator  Jones.  You  are  not  acquainted  with  the  beet-sup^ar  in 
dustry  of  this  country,  are  you? 

Mr.  Knight.  I  am  not. 

Senator  Jones.  Then  we  will  not  pursue  it  any  further.  That 
is  all. 

Senator  Vardaman.  There  are  no  further  questions,  Mr.  Knight. 

(At  4.40  o'clock  p.  m.  the  subcommittee  adjourned  until  Mondav. 
January  7,  1918.  at  10.30  o'clock  a.  m,) 
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hoitdat,  jaituast  7,  ibis. 

United  States  Senate, 
subcommittee  of  the  committee  on  manufactures, 

Wiuhingtan,  D.  O. 
RTBNINO  SESSION. 

At  7  o'clock  p.  m.  the  aubcomtnittee  reassomblcd,  pursuant  to  tbo 
taking  of  recess. 

PrMont:  Senators  Reed  (Chairman),  Vardaman,  Jones,  and  Kcn- 
yon. 

T£STIHOFY  OF  KB,  ARTHUR  H.  LAXBORN. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  Whore  is  your  place  of  residence  I 

Mr.  Lauborn.  Montclair,  ^.  J. 

The  Chaibuan.  What  i:^  your  business } 

Mr.  LAMBony.  Sugar  broker  and  sugar  merchant. 

The  Chairman.  How  long  have  you  ooen  in  the  sugar  business  ? 

Mr.  Lamborn.  Since  ISSO,  starting  first  as  a  dork.  I  went  into 
business  for  myself  in  July,  1891. 

The  Chairman.  How  extensive  has  been  your  business  as  a  broker? 

Mr.  Lamborn.  Very  extensive,  and  for  the  past  threo  years  intoi^ 
nationaL 

The  Chairman.  What  do  you  mean  when  you  say  it  has  been 
intomational  ? 

Mr.  Lamborn.  We  have  as  brokers  supplied  the  allies  with  perhaps 
50  per  cent  of  their  refined  sugar.  We  have  probably  supplied  the 
aeutrals  with  not  less  than  60  to  63  per  cent  of  all  the  sugar  ex- 
ported from  the  United  States  to  the  neutrals  in  the  last  th'-"*  vo«pa 

The  Chairman.  When  you  say  "we,"  do  you  mean  you 

Mr.  Lamborn.  Yes. 

The  Chairman.  Of  what  does  your  firm  consist) 

Mr.  Lamborn.  We  have  had  since  the  1st  of  January 
ners  in  the  firm  of  Lamborn  &  Co.  Prior  to  that  wo  had  a 
sidtine  of  nine  partners  and  a  corporation.  The  corporal 
out  ot  existence  on  the  1st  day  of  this  month. 

The  Chairman.  Have  you  been  the  senior  member  of  t 
Dersbipl 

Mr.  L.UIBOBN.  Yea. 

The  Chairman,  Have  you  represented  in  any  way  any  of 
cies  of  the  foreign  governments? 

Mr.  Lamborn.  I  personally  have  connection  with  the  n 
mission  on  sugar  supply  in  handling  all  of  the  ships,  whcthi 
sugar  or  refined  sugar,  leaving  ports  of  Cuba  or  the  United 
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Tho  Chairman.  For  tho  royal  commission  of  England  ? 

Mr.  Lambobn.  For  tho  royal  commission  on  the  sugar  supply, 
representing  the  British  Admiralty  and  the  Hudson  Bay  Cos., 
handling  the  sugars  for  France.  It  has  no  connection  with  our 
general  business. 

The  Chairman.  That  has  been  a  personal  matter? 

Mr.  Lamborn.  It  has  been,  but  my  partners  and  employees  have 
had  to  attend  to  the  details  of  the  Dusiness.  - 

The  Chairman.  How  lon»  have  you  had  that  relationship  ? 

Mr.  Lamborn.  On  the  4tn  of  August,  when  England  entered  the 
war,  I  offered  my  services  in  any  capacity  whatever,  free  of  expense 
to  Great  Britain,  and  in  Septemoer  I  was  appointed  the  agent  hand- 
ling the  tonnage. 

The  Chairman.  Have  you  some  letters  or  credentials  ? 

Mr.  Lamborn.  I  have  many  letters  and  cablegrams  from  the  royal 
commission,  but  the  only  thin^  that  I  have  with  me  at  the  present 
time  is  a  copy  of  the  letter  of  introduction  which  Lord  Northclifife 
gave  me  to  Mr.  Hoover. 

The  Chairman.  Would  you  let  us  see  that — that  is,  if  you  do  not 
regard  it  as  personal? 

Mr.  Lamborn.  I  do  not  think  it  is  personal  in  this  sense.  Here  is 
the  copy. 

The  Chairman.  This  is  a  true  copy? 

Mr.  Lamborn.  That  is  a  correct  copy. 

(The  copy  of  the  letter  referred  to  by  the  witness  was  marked 
"Exhibit  205,"  and  is  herewith  printed  in  the  record  as  follows:) 

Exhibit  No.  205. 

/ 

nRITfSH  WAR  MISSION. 

lomce  of  the  Cbainnan,  Lord  Nortbellffe,  681  Fifth  Avenae,  New  York  City.] 

My  Dear  Mr.  Hoover:  I  wish  to  introduce  to  you  Mr.  A.  H.  Lamborn,  who  has 
handled  the  interests  of  the  royal  commission  on  sus:ar  in  Now  York  to  their  hisshest 
satisfaction.  You  8poke  to  mo  about  sugar,  and  espocially  Cuban  putnu*,  last  wf^}L, 
and  I  wish  Mr.  Lamborn  to  go  into  thia  question  and  any  others  concerning  the  exports 
to  tho  allies. 

Mr.  Lamborn,  as  you  probably  know,  has  done  preat  work  for  Britain  ever  since  the 
very  outbreak  of  the  war,  wheii  he  volunteered  his  services  to  our  €rovemment,  and 
he  is  only  desirous  to  be  of  further  service  to  the  allied  cause.  I  hope  you  will  diacuaB 
fullv  and  freely  all  the  points  on  which  your  Government  and  ours  are  concerned. 

Mr.  Lamborn  has  handled  every  flhip  carryins?  either  raw  or  refined  su;;ar  to  Great 
Britain  and  the  European  allies,  whether  from  America  or  Cuba,  since  AugiiPt,  1914. 
Yours,  cordially, 

NoaTHGLZFVB. 

August  28, 1917. 
^  Herbert  Hoover,  Esq, 

The  Chairman.  Are  you  interested  in  sugar  yourself,  you  or  your 
firm? 

Mr.  Lamborn.  Not  only  myself,  but  my  firm  and  corporation  owns 
stocks  in  many  sugar  companies. 

The  CHAraMAN.  Will  you  toll  us  the  companies  in  which  you  own 

stock? 

Mr.  Lamborn.  We  own  a  fair  holding  in  tho  American  Sugar 
Refining  Co.,  a  fair  holding  in  the  Holly  Sugar  Co. 

The  Chairman.  What  do  you  mean  by  a  fair  holding)  I  do  not 
want  to  inauire  into  your  private  business,  but  if  you  can  be  a  little 
more  specinc  on  that  I  wish  you  would  tell  us. 
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Mr.  Lamborn.  We  havo  owned  500  shares  of  the  American  Sugar 
Sofining  Co.  stock  for  about  a  year  and  a  half,  and  not  long  ago  we 
purchased  600  shares  more. 

The  C^iRHAK.  Wliat  is  the  par  value  of  that  ? 

Mr.  Lamborn.  One  hundred  dollars.    We  have  a  lareer  holding  in 
the  HoUy  Sugar  Eefining  Co.    We  have  about  an  ec[ual  holding^in  the 
Savannah  Sugar  Co.,  and  wo  have  quite  large  holdings  in  the  ruenta  ! 
AUegre  Co.,  in  Cuba,  and  similar  holdings  in  the  Caiban  Cane  Cor-  ! 
poration,  and  a  smaller  holding  in  the  Cuban-American  Sugar  Co.      , 

The  Chairman.  Is  your  interest  in  the  American  Sugar  Refining  , 
Co.  only  $60,000? 

Mr.  Lamborn.  No;  we  have  $110,000  par  value,  and  it  is  just  ■ 
selling  at  par  to-day. 

The  Chairman.  I  understood  you  to  say  you  had  600  shares. 

Mr.  Lamborn.  We  bought  500  shares  urst,  and  then  600  shares 
later,  about  nine  months  ago. 

The  Chairman.  So  that  you  havo  a  substantial  interest  in  the 
trade  of  the  susar  compamos.  Are  you  interested  in  any  way  in 
su^ar  lands  or  plantations  i 

Mr.  Lamborn.  Only  as  a  stockholder.  We  have  very  considerable 
holdings  in  the  different  plantations  in  Cuba,  in  a  number  of  those 
that  I  nave  mentioned. 

The  Chairman.  Li  the  aggregate  about  what  is  the  value  of  your 
sugar  holdings  all  told,  refineiv  and  everything  else  ? 

Mr.  Lamborn.  I  would  ratner  express  it  in  this  way:  We  have 
never  made  a  statement  of  our  affairs,  but  it  is  between  $1,000,000 
and  $2,000,000. 

The  Chairman.  It  is  hardly  necessary  to  ask  the  question,  but 
your  business  has  led  you,  of  course,  to  study  world  conditions  in 
regard  to  sugar — sugar  production,  sugar  distribution,  sugar  mar- 
keting, etc.,  for  a  number  of  years. 

Mr.  Lamborn.  I  have  endeavored  to  make  a  careful  study  for 
many  years,  particularly  the  last  three  years. 

The  Chairman.  Does  your  firm  as  well  as  doing  a  foreign  business, 
do  a  domestic  business  ?  ^ 

Mr.  Lamborn.  We  do  an  extensive  sugar  business  in  refined  sugar 
and  a  larger  business  in  raw  sugar. 

The  Chairman.  I  wish  you  would  tell  the  committee  as  briefly  as 
you  can,  what  is  the  ordinary  machinery  by  which  sugar  is  produced, 
baanufactured,  refined,  and  distributed  to  the  ultimate  consumer. 

Mr.  Lamborn.  I  presume  you  are  speaking  of  raw  sugar,  not 
manufactured  beet  sugar. 

The  Chairman.  I  mean  beguuiing  with  the  raw  sugar,  to  carry  it 
through  to  the  ultimate  consumer,  from  the  beginning  on. 

Mr.  Lamborn.  In  many  countries  irrigation  is  used,  but  m  Cuba 
there  is  very  httle  irrigation;  only  a  very  few  plantations  use  it. 
Most  of  the  cane  is  grown  by  the  colonos  in  Cuoa.  Some  cane  is 
grown  by  the  administration;  that  is.  by  the  owners  of  the  plants. 
The  cane  is  planted  and  is  ready  for  tne  market  in  18  months,  some- 
times in  12  months,  depending  upon  the  time  of  the  year  when  it  is 
planted.  When  it  is  cut  it  is  carried  to  the  mill,  usually  by  carte, 
to  the  narrow-gauge  or  to  the  broad-gauge  railroads  of  the  plantations 

The  Chairman.  Uo  they  plant  every  year? 
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Mr.  Lamborn.  They  do  not  in  Cuba.  They  frequently  go  front 
8  to  10  years  in  Cuba^  and  sometimes  even  longer.  After  the  cane  ib 
brought  to  the  mill  it  is  ground  and  the  juice  boiled  until  it  ha<% 
crystallized,  the  sirup  run  off  in  a  centrifugal  machine,  and  then  it 
is  bagged  and  loaded  on  to  cars,  or  taken  to  the  warehouse  if  the 
plantation  is  at  the  water,  or  taken  to  the  ports  if  the  plantation  is 
some  distance  from  the  port.  It  is  then  eitlier  held  at  the  ports  for 
steamers  or  immediately  loaded  on  steamers  and  shipped  to  various 
ports  of  the  world. 

The  Chairman.  Let  us  follow  the  manufacturing  process  through, 
and  then  we  will  go  back  to  the  method  of  marketing.  When  that 
sugar  is  loaded  on  these  steamers,  where  does  it  go  for  refining  I 

Mr.  Lamborn.  It  goes  to  the  ports  in  the  United  States  where  the 
refineries  are  located  or  to  European  ports,  principally  in  Europe,  to 
London,  Liverpodi,  Orenock,  Glasgow,  Marseille,  and  Havre.  h\  the 
United  States,  to  New  York  principally,  to  Philadelphia  next,  next 
to  New  Orleans,  and  then  Boston,  and  now  Savannah.  Of  course 
there  is  refining  done  on  the  Pacific  coast,  but  that  is  taken  care  of 
by  the  Pacific  Ocean  sugar. 

Senator  Vardaman.  There  are  no  refineries  in  Cuba? 

Mr.  Lamborn.  There  are  two  small  refineries  m  Cuba,  one  at 
Matanzas  and  one  at  Habaiia,  but  they  are  srmall.  A  gre^t  deal  of 
the  sugar  used  in  ()uba  is  raw  or  washed  sugar. 

The  Chairman.  When  this  sugar  has  been  refined  it  then  goes  to 
the  trade,  of  cpurse.  Now,  I  want  to  get  back  and  trace  the  method 
of  marketing.  You  have  traced  the  method  of  manufacture.  Whmi 
this  sugar  is  turned  out,  is  taken  by  the  colonos  to  the  mill,  and  turned 
into  raw  sugar  there  on  the  plantations  in  Cuba,  what  are  the  means 
that  have  grown  up  by  which  that  sugar  is  purchased  and  sent  to  the 
market? 

Mr.  Lamborn.  Tliere  are  two  methods  used  in  Cuba — two  princi- 
pal methods.  There  are  large  banks  with  headquarters  in  New  York 
or  in  Canada  and  brau<*hes  tliroughout  Cuba,  or  with  main  oflSces  Ht 
I  Habana,  with  branches  throughout  the  island.  These  banks  lend 
s  money  to  the  colonos  and  the  centrales,  the  owners  of  the  mill,  during 
{  what  is  called  the  dead  season,  which  runs  generally  from  the  1st  oi 
July  to  the  1st  of  January,  and  they  draw  this  money,  10  or  20  per 
cent  per  month  until  it  is  exhaustecl,  during  those  six  months,  and 
from  the  first  sugars  sold  b}^  those  centrales  when  the  sugars  are 
marketed  in  New  York  or  elsewhere  the  banks  receive  their  funds,  a 
certain  proportion  of  tlie  amount  of  money  is  withdrawn  from  each 
invoice  and  paid  back  to  the  banker  who  loaned  the  money.  The 
colono,  depending  upon  his  location  in  the  island  and  the  emdencv 
of  the  mills,  receives  a  proportionate  basis  according  to  the  weight 
of  the  cane — that  is,  he  gets  in  sugar  either  4  per  cent,  5  per  cent,  6 
per  cent,  7  per  cent,  and  m  some  cases  8  per  cent,  of  the  actual  weight 
of  the  cane,  regardless  of  its  sucrose  content,  for  his  labor  in  tilhng 
and  cutting  and  deUvering  that  sugar  cane. 

The  Chairman.  That  is  interesting,  and  I  am  glad  to  have  it;  but 
the  question  I  am  pursuing  now  is,  when  the  sugar  has  been  ground 
at  the  mill,  who  bu\^  it  t  Is  there  somebody  there  to  buy  or  ship  it 
to  the  market  ? 

Mr.  Lamborn.  When  it  is  under  the  colonos  system,  the  colonos 
receive  the  sugar  in  one;  sense     The  central  takes  the  sugar,  and  he 
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receives  bis  own  proportion  and  sella  the  colouoe  sugar  in  tho  market 
at  prices  set  by  the  college  of  lookers  in  Habana  twice  a  month. 
Usually  the  colono  sells  his  when  the  central  sells  his,  in  order  to  pay 
back  his  dead  season  advance  to  t)ie  central. 

The  CuAiKHAN.  The  point  I  am  getting  at  is  tlUa:  1  want  to  know 
if  there  is  some  one  who  visits  tlus  Island  of  Cuba  to  boy  sugar,  or 
how  thrae  people  sell  their  sugar. 

Mr.  Lahbobn.  They  sell  it  usually  throu^  the  Spanish-CXiban 
merchants  in  the  different  cities,  the  principal  cities  throu^out  Cuba. 
They  buy  these  sugars. 

The  Chairman.  Who'* 

Mr.  Lamborn.  These  merchants. 

The  Chairman.  That  is  what  I  want  to  Itnow. 

Mr.  Lambokn.  These  merchants  who  borrow  money  from  the 
lianks,  and  the  banks  advance  these  merchants  so  many  dollars  per 
bag  if  the  merchant  wants  to  store  the  sugnr.  If  the  market  is  good  i 
to  Duy  on,  he  stores  the  sugar  in  the  difterent  ports.  Bids  are  made  ' 
by  the  refiners  or  the  merchants  or  brokers  from  New  York  and  Phila-  : 
delphia  for  those  sugars,  or  to  Uie  planters  direct.  Some  planters  have  j 
an  agency  In  New  York,  and  the  brokers  in  those  markets  make  bids' 
to  the  agents  right  in  New  York. 

The  C^aibmax.  Briefly,  it  amounts  to  this,  that  when  the  sugar 
has  been  ground  out  in  the  mill  there  are  local  merchants  ready  to 
buy  it. 

Mr.  Lamborn.  Yes;  many  of  them. 

The  Chairman.  And  those  local  merchauts  in  turn  sell  the  sugar 
to  the  representatives  of  the  re^neriea  principally? 

Mr.  Lambobn.  No;  not  to  representatives  of  the  retinerieti.  They 
sell  it  to  brokers  or  merchants,  like  ourselves. 

The  Cbaibman.  When  this  broker  gets  the  sugar,  for  whom  is  he 
buying — for  himself  or  for  a  customer  ( 

Mr.  Lambor.n.  If  we  are  acting  as  merchants,  we  buy  it  for  our- 
selves. In  many  cases  the  merchauts  will  offer,  say,  5,000  tons  of 
sugar  to-day  at  a  price.  If  the  refiners  will  not  buy  it,  they  will 
instruct  a  brokerage  house  to  sell  it  on  the  exchange,  and  when  their 
augar  is  ready  for  shipment  they  will  either  sell  and  deliver  it  in  New 
York  against  these  exchange  contracts,  or,  if  the  refinery  is  in  the 
market  for  the  sugar,  when  it  is  afioat  or  arrives  in  port  they  will 
buy  back  the  contracts  they  have  made  in  the  exchange  and  sell  the 
sugar  to  the  refiner. 

The  Chairman.  The  amount  of  it  all  is  this,  that  when  the  sugar 
is  produced  in  the  market  there  is  a  good  market  for  it  there  in  Cuba, 
and  that  market  has  its  connections  with  the  Uuitcd  Stati's  th'-'>'"'ii 
brokers  and  agents,  and  those  brokers  and  agents  in  turn  c 
the  medium  by  which  the  refiners  get  their  sugars,  and  that, 
was  in  constant  operation,  was  it? 

Mr.  Lahbobn.  Yes,  it  has  been.  Generally  speaking,  the 
but  there  is  a  necessity  for  selling  the  first  sugar,  particu 
sugars  produced  in  February  and  March,  when  the  season 
height  and  there  is  not  such  groat  necessity  later  on  in  Mi 
or  July,  when  tho  merchant  has  relieved  himself  and  the  c< 
rolievwl  himself  of  his  dead-season  indebtodnoss,  and  so  ho 
apeculnte  or  handle  his  sugar  as  he  pleases;  and  frequently  it 
that  where  tho  merchant  is  a  buyer  in  the  market,  and  he  ha 
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world-wide  conditions  the  some  as  the  refiners  and  the  brokers  have, 
but  has  to  relieve  himself  on  account  of  lack  of  store  room,  he  will 
sell  his  sugars  and  buy  on  the  exchange  sugar  for  future  delivery, 
and,  as  the  exchange  markets  sell  within  a  few  points  of  each  other, 
he  is  generally  able  to  buy  on  the  exchange  against  the  sale  he  may 
make  in  February,  March,  and  April  at  practically  loss  cost  than  it 
would  cost  him  to  hold  his  sugars  and  store  them  in  New  York. 

The  Chairman.  I  do  not  care  very  much  to  go  into  that  detail, 
although  it  is  interesting.  The  simple  point  I  want  to  get  at  is 
whether  under  the  established  system  that^  existed  until  tncro  was 
governmental  interference  there  was  a  machinery  by  which  the  sugar 
as  soon  as  it  was  manufactured  found  a  good  market,  was  carried  to 
the  refiners,  and  by  the  refiners  turned  into  refined  sugar. 

Mr.  Lambobn.  There  is  always  a  market  to  those  who  want  to 
sell  it. 

The  CnATRMAN.  When  the  sugar  got  to  the  refinery,  what  was  the 
machinery  by  which  the  refiner  reacned  the  market  ?  Did  he  sell  to 
the  wholesalers  ? 

Mr.  Lamborn.  Ho  reached  the  wholesale  and  large  retail  distrib- 
utors through  brokers,  who  were  paid  a  brokerage  of  3  cents  a  hundred 
pounds,  or  10  cents  a  barrel,  for  seUing  the  sugar,  and  also  reached 
the  foreign  market  through  these  merchant  brokers,  like  ourselves, 
who  either  boua:ht  the  sugar,  trading  against  it  on  the  exchange,  or 
bought  it  actually  on  bids  from  foreign  countries  or  buyers. 

The  Chairman.  Was  this  machinery  of  trade  and  commorco  thai 
we  have  been  discussing  the  machinery  that  was  in  active  competition, 
each  part  with  the  other?  Was  there  active  competition  for  tJicse 
sugars  among  buyers  who  wanted  to  buy  in  Cuba? 

Mr.  L\MBORN.  Oh,  yes ;  very  great. 

The  Chairman.  Was  there  active  competition  then  among  the 
refiners  to  sell  that  sugar  to  the  wholesalers  ? 

Mr.  Lamborn.  Yes;  verv  marked  competition. 

The  Chairman.  And  while  we  have  what  we  call  a  sugar  trust 
here — ^*^e  have  been  calling  it  that — ^the  American  Sugar  Kefilning 
Co.,  as  a  matter  of  fact,  there  was  enough  competition  anyway  so 
that  you  could  say  that  there  was  always  a  lively  competition  in  the 
sugar  market? 

Mr.  Lamborn.  The  sugar  market  has  always  been  checkered  and 
never  dull.     That  is  the  best  way  to  explain  it,  and  it  is  true. 

The  Chairman.  You  have  represented  the  British  royal  commis' 
sion  since  the  war  began  in  Europe  ? 

Mr.  Lamborn.  I  have  personally  been  their  agent  in  handling  these 
ships,  but  I  have  been  in  competition  with  all  orokers,  selling  them 
sugar.  In  other  words,  I  would  like  to  make  it  clear  that  we  have 
no  sinecure  and  no  preference  as  far  as  I  know  at  any  time  with  the 
British  Government  since  the  war  broke  out  as  sellers  of  sugar. 

The  Chairman.  We  have  had  a  very  serious  sugar  shortage,  as  we 
all  know.  That  fact,  I  think,  can  be  taken  for  granted.  I  wish  yoo 
would  teU  us  now  what  in  your  opinion  is  the  cause  of  that  sugar 
shortage  or  the  causes  of  it. 

Mr.  XiAMBORN.  I  would  rather  start  at  the  end  of  the  thing  and 
go  back  to  teU  you  mv  opinion,  and  the  reason  I  would  Uke  to  start 
that  way  is  because  I  nave  not  the  confidence  of  the  pow(»«  that  are 
running  the  sugar  business,  and  I  have  heard  testimony  hero  which 


C^OKTAOE  OF  8U(^AB.  779 

is  very  convincing  from  Mr.  Rolph  and  from  Mr.  Hoover,  and  at  the 
same  time  their  own  statements  conflict  somewhat.  I  shall  start  at 
that  point.  Mr.  Hoover  has  testified  that  they  did  not  want  the 
beet  sugars  to  come  east  of  the  Allegheny  Mountains,  and  Mr.  Rolph 
has  testified  that  they  did  want  them,  and  made  urgent  requests  to 
get  cars  to  move  them.  If  you  will  go  back  to  August,  when  the  beet 
sugars  commenced  to  move  from  California,  they  wore  moving  freelv 
OS  for  east  as  Chicago  and  Terra  Haute,  Ind.,  and  I  do  not  think 
south  of  Terra  Haute,  and  I  do  not  think  east  of  Terra  Haute.  The 
boot  crop  was  estimated  at  800,000  tons.  I  think  it  will  be  consid- 
erably loss  than  that.  The  Louisiana  crop  was  estimated  at  300,000 
tons,  and  I  believe  about  260,000  tons  will  be  manufactured.  The 
Ix)uisiana  crop  has  moved  fairly  freely.  There  have  been  great 
delays  in  shipments,  but  cars  have  been  going  forward. 

Now,  you  asked  mo  what  has  caused  tno  shortage.  Without 
attempting  to  criticize,  and  not  having  the  facts  except  as  they  have 
been  testinod  to  here,  I  would  state  that  the  shortage  on  the  Atlantic 
coast  is  due  to  the  fact  that  in  the  early  part  of  November  and  in 
December  beet  sugars  were  not  moved  to  the  Atlantic  coast;  but,  as 
I  say,  the  head  of  the  administration  states  that  they  did  not  want 
them  to  move  east  of  the  Alleghenies,  and  very  few  sugars  have 
moved  from  that  territory.    There  were  1,000,000  tons  of  sugar 

The  Chairman.  You  start  at  the  end,  the  final  end.  ^ 

Mr.  Lambobn.  Because  I  can  not  form  any  deduction,  because  I 
presumed  in  August  that  a  great  effort  would  be  made.  Mr.  Rolph 
told  me  that  a  great  effort  would  be  made  to  move  the  entire  crop 
of  beet  sugar,  and  also  the  Hawaiian  sugars  from  the  Pacific  coast, 
over  the  entire  United  States  as  soon  as  the  shortage  was  apparent 
in  the  East;  and  he  told  me  that  on  the  30th  of  Aug[ust. 

The  Chairman.  What  did  you  say  in  that  discussion  you  had  with 
^  Mr.  Rolph  about  the  probable  sugar  shortage  ? 

Mr.  Lamborn.  The  exchange  had  been  closed  on  the  16th  of 
August — ^he  asked  me  if  I  thought  it  was  a  good  thing,  and  I  said 
that  if  the  Government  had  not  closed  the  exchange  it  would  have 
been  closed  either  by  a  panic  or  by  the  board  of  managers  of  the 
exchange  before  a  panic  occurred;  that  in  view  of  this  lack  of  sugar, 
many  people  having  bought  enormous  quantities  which  they  hoped 
to  liquidate  later  on,  it  would  be  necessary  to  put  into  operation  the 
machinery  of  the  Government,  as  far  as  the  railroads  were  con(^emed. 
in  bringing  those  western  sugars  into  the  eastern  markets^  He  told 
mo  that  they  had  that  up,  and  that  the  President  had  given  Mr. 
Hoover  every  assurance  that  the  railroads  would  work  to  support 
them  over  the  entire  country.  Ho  called  my  attention  to  what 
Mr.  Chambers,  of  the  Atchison,  Topeka  &  Santa  Fe  Railroad,  had 
said,  that  he  had  it  well  in  mind.  The  beet  price  had  then  just  been 
established  by  65  per  cent  of  the  beet  interests,  and  they  had  hoped 
to  have  the  remaining  interests  come  into  the  volimtary  contract 
of  7.25  seaboard. 

The  Chairman.  In  the  month  of  August  you  and  Mr.  Rolph  dis- 
cussed the  question  that  there  would  be  a  shoitage,  and  that,  there- 
fore, it  would  be  necessary  to  get  the  beet  sugar  promptly  to  the 
Atlantic  seaboard } 

Mr.  Lamborn.  As  fast  as  made;  the  idea  being  to  make  way  for 
the  new  crop  of  Cuban  and  West  Indian  sugar. 
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The  Chaibman.  Mr.  Rolph  told  jou  at  that  tune  that  he  had 
ah*eady  taken  up  the  matter  of  getting  cars  and  that  he  was  going 
to  have  plenty  of  cars,  or  expectra  to  £ive  themf 

Mr.  Lamborn.  He  did;  he  expected  to  have  them. 

The  Chaibman.  You  have  amaady  stated  that  as  a  matter  of  fact 
those  sugars  did  not  reach  the  Atlantic  seaboard  for  some  cause  or 
other,  and  that  Mr.  Rolph  gives  as  a  reason  the  lack  of  cars  and  Mr. 
Hoover  stated  that  the  Food  Administration  wanted  to  keep  the 
sugars  on  the  western  side  of  the  Allegheny  Mountains  i 

Mr.  Lambobn.  That  is  the  way  I  understood  Mr.  Hoover's^  teati- 
moiyr,  and  it  was  a  surprise  to  me,  because  while  I  was  not  in  the 
confidence  of  the  international  committee 

The  Chaibman.  You  need  not  worry  about  that 

Mr.  Lambobn.  But  I  have  heard  right  along  that  a  great  effort 
was  made  to  get  cars,  until  the  statement  was  made 

Senator  Jones.  Are  you  not  referring  to  different  dates  ? 

Mr.  Lamborn.  No;  you  see  beet  sugar  did  not  move  to  points  east 
of  Pittsburgh  and  Buffalo  until  well  toward  the  end  of  jN^ovember. 
and  as  I  understood  Mr.  Hoover's  testimony,  it  was  the  idea  of  the 
administration  to  keep  beet  sugar  out  of  this  territory  as  long  as 
possible  and  let  cane  sugar  bo  used  up;  but  I  presume  that  was  owing 
to  the  fact  that  no  one  knew  how  scarce  cane  sugars  were  in  the 
eastern  territory  until  it  was  too  late  to  move  the  cars  into  eastern 
territory. 

Senator  Jones.  That  is  what  I  wanted  to  call  to  your  attention 
and  see  what  yom*  recollection  was  about  the  testimony.  The  idea 
was 

Mr.  Lambobn.  I  have  not  read  the  testimony 

Senator  Jones.  The  idea  was,  in  the  first  place,  that  it  would  not 
be  necessary  for  beet  sugar  to  come  to  the  Atlantic  seaboard,  was 
it  not  ? 

Mr.  Lambobn.  As  I  understand  Mr.  Hoover's  testimony — I  did 
not  ^et  it  clearly,  because  I  sat  in  the  back  of  the  room,  but  that  is 
the  impression  it  created  on  my  mind,  but  Mr.  Rolph  has  said  that 
he  had  already  tried  to  get  cars,  and  it  was  ineffectual,  and  I  think  a 
a  railroad  man  testified  tliat  he  was  unable  to  get  cars. 

Senator  Jones.  And  that  those  plans  were  afterwards  changed  by 
reason  of  the  fact  that  the  movement  of  the  Louisiana  crop  of  sugar 
to  the  Atlantic  seaboard  was  not  what  they  had  expected  it  to  be. 

Mr.  Lambobn.  Of  raw  sugar,  yes.  But  I  think  a  large  proportion 
of  the  Louisiana  sugar  moved  hero  as  raw  sugars  or  second  and  third 
sugars  and  clarified  sugars  into  the  territory  largely  south  of  Wash* 
ington,  and  that  comparatively  little  moved  north  of  Washington. 
They  only  received  about  27,000  tons  of  cane  sugar  from  Louisiana, 
and  I  don't  think  all  of  that  came  north.  I  think  some  of  that  was 
refined  in  the  south,  but  I  am  not  sure  of  that.  I  think  they  received 
four  cargoes 

Senator  Jones.  Did  you  not  understand  the  testimony  to  be  that 
they  afterwards  raised  the  price  of  sugar  on  the  Atlantic  seaboard  so 
it  would  come  into  the  Atlantic  seaboard  ? 

Mr.  Lamborn.  I  never  knew  why  they  raised  it;  but  what  I  do 
know  is  that  about  100  cars  were  shipped  into  New  England,  and 
about  125  cars  were  ordered  shipped  to  points  like  Baltimore  and 
New  York  and  to  New  York  State  territory  and  to  the  intermediate 
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territory  between  Pittsbui^h  and  the  coast;  and  I  did  not  know  why 
they  had  raised  the  price  until  I  heard  the  testimony  here,  that  it  was 
in  order  not  to  create  competition  of  retailers  who  might  have  two 
prices  in  the  same  town. 

Senator  Jones.  If  you  are  not  certain  that  you  understood  the 
testimony  of  all  those  witnesses,  do  you  think  it  quite  fair  to  try  and 
give  an  expert  opinion  based  on  their  testimony  ? 

Mr.  Lamborn.  I  am  not  trying  to  say  anything  *that  would  be 
embarrassing  to  the  Food  Administration.  As  I  said  before,  I  did 
not  have  their  confidence.  I  have  tried  to  remember  their  statements, 
without  referring  to  the  testimony  of  Mr.  Rolph  and  Mr.  Hoover, 
imd  I  think,  unless  I  misheard,  that  I  have  given  their  testimony 
pretty  nearly  correctly. 

Senator  Jones.  Are  you  certain  when  Mr.  Hoover  referred  to  the 
fact  that  beet  sugars  ought  to  supply  the  country  in  the 

Mr.  Lamborn.  West  of  the  All^henies 

Senator  Jones.  West  of  tiie  AUeghenies,  that  he  was  talking  with 
respect  to  the  same  time  that  Mr.  Kolph  was  talking  about  when  Mr. 
Rolph  talked  about  getting  cars  to  move  sugar  into  the  eastern 
market  ? 

Mr.  Lamborn.  I  do  not  think  that  his  statement  refers  specifically 
to  ibe  time,  but  his  statements  speak  for  themselves.  There  was  an 
infinitesimal  amount  of  beet  sugar  that  moved,  that  is,  compared 
with  the  whole  crop;  it  did  not  commence  to  arrive  in  the  Eastern 
Statos  until  the  lOtn  of  December. 

Senator  Jones.  If  I  imderstand  your  testimony  here,  vou  are 
trying  to  have  it  appear  that  there  was  a  direct  conflict  in  tne  testi- 
mony of  Mr.  Rolph  and  Mr.  Hoover. 

Mr.  Lamborn.  I  am  not  tryinjg  to  have  it  appear  that  there  was 
such  a  conflict.  I  say  that  that  is  the  impression  that  the  testimonv 
gave  me,  and  I  have  expressed  surprise  in  regard  to  it,  and  I  think 
now  that  that  may  have  been  in  Mr.  Hoover's  mind,  but  I  think 
that  Mr.  Rolph's  testimony  ought  to  be  more  valuable  on  that  than 
Mr.  Hoover's — and  that  is  no  reflection  whatever  on  Mr.  Hoover's 
testimony — ^because  Mr.  Hoover  has  had  so  many  more  things  to 
handle,  and  I  think  Mr.  Rolph's  testimony  would  probably  be  better 
on  that  point. 

Senator  Jones.  Well^  I  certainly  had  not  been  impressed  with 
the  fact  that  the  testimonv  of  those  two  witness  conflicted.  It 
impressed  me  that  the  one  plan  was  entertained  at  one  time  and  the 
otner  at  another  time;  that  was  the  impression  I  got:  and  I  rather 
think  that  it  might  be  advisable  for  you  to  refresh  your  recollection 
about  that. 

Mr.  Laacborn.  I  will  try  and  do  so,  although  I  thought  I  had  it 
clear.  There  is  absolutely  no  reflection  on  Mr.  Rolph  or  Mr.  Hoover 
in  my  testimony.  They  both  know  that  I  am  heartily  in  favor  of 
the  Food  Administration,  if  it  is  going  to  be  handled  by  the  Govern- 
ment, by  the  people  themselves;  there  is  no  conflict  between  us,  and 
I  am  not  trying  to  bring  about  any  disparaging  remarks  regarding 
their  testimony.  I  thiuK  myself  that  Mr.  Hoover  did  not  under- 
stand the  movement  of  the  beet  sugar  Uke  Mr.  Rolph  did. 

The  Chairman.  Well,  I  think  we  hardly  need  to  have  this  witness 
settle  that  Question;  but  just  for  the  sake  of  the  record  I  will  say 
that  it  clearly  shows  that  these  gentlemen  are  testifying  about  the 


782  SHOBTAGB  OF  BUOAB. 

same  time,  and  it  clearly  shows — and  I  have  it  here — that  Mr. 
Hoover  testified  that  they  did  try  to  keep  the  beet  sugars  west  of  the 
Allegheny  Mountains,  and  he  not  only  swore  to  it  once  but  swore 
to  it  five  or  six  different  times,  and  with  great  emphasis.  I  do  not 
think,  though,  that  that  implies  any  mor£  turpitude  on  the  part  of 
these  gentlemen  at  all.  But  it  is  an  interesting  fact  just  the  same. 
Now,  I  did  not  mean  to  draw  out  from  you,  Mr.  Lamborn,  or  ask 
you  your  opinion  about  the  testimony  of  any  one 

Mr.  Lamborn.  You  tried  to  find  out  what  caused  the  shortage. 

The  Chairman.  I  tried  to  find  out  what  caused  the  shortage,  yes. 
Now,  you  told  us  that  there  was  a  machinery  that  got  the  sugar  from 
the  planter  to  the  table,  and  I  am  trying  to  find  out  what  cause  or 
causes  produced  this  sugar  shortage.  When  was  it  that  the  sugar 
shortage  first  began  to  be  seriously  agitated  ? 

Mr.  Lamborn.  I  felt  certain  in  my  mind  in  the  month  of  Juno  that 
there  woilld  be  a  serious  shortage  at  the  end  of  this  year.  It  became 
emphatic  in  my  mind  in  the  latter  part  of  Jul;f  and  early  part  of 
August,  the  very  earliest  part  of  Au^st;  in  fact,  we  wrote  very 
strongly  on  the  subject,  I  tnink,  as  early  as  the  3d  of  August. 

The  "Dhairman.  Was  there  any  disturbance  as  early  as  May? 

Mr.  Lamborn.  There  were  disturbances  in  the  refined  sugar  market 
in  New  York  as  early  as  February,  owing  to  strikes  in  the  refineries, 
and  to  some  extent  m  April  as  a  reflex  of  the  rebelUon  in  Cuba. 

The  Chairman.  Were  there  any  reports  sent  out  that  there  was 
hable  to  be  a  shortage  of  sugar  in  the  month  of  May  ? 

Mr.  Lamborn.  There  were  different  reports  going  out.  The 
American  Sugar  Refining  Co.  vrere  advertising  widely  that  there 
would  be  no  shortage  and  that  housewives  had  nothmg  to  worry 
about;  and  Mr.  Hoover,  when  he  came  here  with  a  clearer  insight 
into  the  situation,  came  out  plainly  and  stated  that  there  would 
probably  bo  a  ishortage.  I  think  that  he  was  very  well  hiformed  in 
reference  to  the  situation  before  he  left  England,  as  they  were  weD 
informed  of  the  Cuban  situation,  and  they  were  buying  sugars  heavily 
as  early  as  late  in  Mayor  early  in  June  and  during  the  time  the  draw- 
back was  agitated  in  Washington.  And  I  furthermore  do  not  believe 
that  they  bought  those  sugars  because  of  the  drawback  agitation 
alone.  1  think  it  was  because  of  the  tonnage  question,  which  drove 
them  to  the  ndar-by  market.  They  did  not  have  the  ships  or  the 
bunker  space  to  spare,  and  they  sent  them  here  and  stole  the  market 
away  from  the  American  refiners  while  they  were  talking  about  the 
drawback  m  Washington. 

The  Chairman.  As  a  matter  of  fact  they  did  not  get  as  much  ret 
from  the  United  States,  raw  and  refined  sugar  togetner,  as  they  did 
the  year  before,  bv  100,000  tons? 

Mr.  Lamborn.  No,  they  did  not. 

The  Chairman.  W^hat  effect  did  these  rumors  have  in  the  matter 
of  creating  unrest  among  the  sugar  dealers  in  the  United  States 
and  the  sugar  consumers ;  did  it  have  any  effect  on  prices  ? 

Mr.  Lamborn.  I  can  not  speak  for  individual  dealers,  but  my  opin- 
ion is  that  during  the  early  summer  months  when  Mr.  Hoover  came 
here  everybody  commenced  to  pause,  because  they  knew  that  if  they 
were  going  to  have  food  control,  and  particularly  sugar  control,  wo 
had  better  go  cautiously;  that  wnile  we  were  doui^  that  Great  Britain 
was  taking  a  different  viewpoint;  they  were  buymg  sugar. 
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The  Chaihhan.  Do  you  meaii  to  say,  from  your  answer,  that  the 
man  who  would  ordinarily  buy  sugar,  anticipating  a  food  control, 
would  hesitate  about  buying? 

Mr.  Lamborn.  I  would  think  he  Jiaturally  would.  I  think  it  is 
shown,  and  either  in  the  latter  part  of  May  or  the  early  part  of  June 
refused  sugar  [>rice9  for  the  first  time  in  months  came  together,  ard 
for  once,  I  think  in  the  early  part  of  Jime — my  market  list  will 
ahow^all  refiners  had  one  price  for  a  short  period  for  the  first  time — : 
well,  from  the  Ist  of  February.  In  other  words,  the  trade  stopped 
buying  temporarily  until  they  could  see  what  was  coaiv  g,  and,  of 
course,  the  drawback  question  had  considerable  to  do  with  that  also 
in  this  country. 

The  Chairman.  I  want  to  ask  you  this  question  now.  I  have  tried 
to  ask  you  soycral  times  to  tcll  me  the  cause  of  the  sugar  shortage. 
When  the  Food  Control  took  hold  what  did  they  do  with  reference  to 
these  market  conditions  that  existed  before)  You  had  told  bow 
sugar  used  to  reach  the  market. 

Mr.  Lauborn.  I  judge  from  the  testimony  I  have  heard  here,  and 
the  attitude  of  yourself,  Senator,  that  your  viewpoint  may  be  some- 
what different  from  mine,  and  certainly,  as  an  American  citizen,  and 
in  entire  harmony  with  the  administration,  and  desiring  to  give  no 
offense  to  the  Food  Administration,  I  would  hke  to  answer  this  iit 
my  own  way.  In  a  few  words  I  would  like  to  state  my  opinion  of  the 
actual  shortage.  If  cars'  were  available,  and  if  the  beet  cro^  liad 
moved,  and  if  Hawaiian  sugars  that  had  accumulated  on  the  Pacific 
coast  subsequent  to  September  1  had  been  moved,  and  if  Louisiana 
sugars  that  had  accumulated  had  been  moved,  plus  the  available  in 
the  United  States  on  the  1st  of  September,  generally  speaking, 
throughout  the  United  States,  I  do  not  think  the  sugar  shortage 
would  have  appeared,  at  lea?t  it  would  not  have  been  nearly  so  acute. 
That  is  briefly  the  cause  of  it.  The  cars  were  not  available.  Now 
these  other 

Tho  Chairman.  You  mean  to  say  that  the  cars  were  not  pro- 
c^l^ed 

Mr,  Lamborn.  I  have  stated  twice  that  I  have  not  the  confidence 
af  the  Food  Administration,  and  I  can  only  take  tho  sworn  tetitimony 
that  ui^ent  efforts  were  made  to  get  the  cars 

The  CuAiRMAN.  I  do  not  care  about  your  taking  the  testimony  of 
others,  but  wo  simply  want  your  own  tef^timony. 

Mr.  Lamborn.  The  fact  is  that  the  sugar  was  not  moved  because 
the  cars  were  not  available. 

The  Chairman.  What  I  want  to  get  at  is  this :  Was  there  any  sugar 
kept  out  of  this  country,  was  there  any  interference  with  the  ordinary 
couiso  of  trade)  Pcrnaps  I  could  get  at  that  by  asking  you  this: 
Under  ordinary  circumstances,  assuming  that  there  had  been  no  food 
control  whatever;  and  the  same  condition  had  appeared  that  ap))eareii 
in  the  early  part  of  this  year,  an  anticipated  shortage,  what  would  the 
sugar  trade  nave  done  to  get  sugar,  where  would  mey  have  gone  for 
sugar) 

Mr.  Lamborn.  That  is  largely  a  mental  speculation,  but  basing  it 
on  what  they  have  done) 

The  Chairman.  That  is  what  I  mean,  basing  it  on  what  they  have 
done. 
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Mr.  Lamborn.  When  indiyidual  efforts  and  icoUectiire  efforts  h&Te 
been  put  forward  sugars  have  moved;  the  prices  lA^j  have  been 
higher  for  this  beet  sugar  without  Government  control,  but  the 
people  in  my  opinion  would  have  gotten  it 

The  Chaibman.  I  have  tried  to  get  away  from  the  beet  sugar. 
Getting  away  from  the  beet  sugar  and  directing  your  mind  now  to  my 
questions,  for  the  moment,  suppose  that  there  had  been  no  sugar 
control  and  there  had  been  apparently  some  shortage  to  come,  were 
there  anv  sources  of  supply  outside  oi  the  United  States  tiiat  would 
have  ordinarily  been  resorted  to  ? 

Mr.  Lamborn.  You  mean  would  thev  have  btfNi  resorted  to  this 
year? 

The  Chairman.  Yes. 

Mr.  Lamborn.  Yes;  there  were  Brazilian  sugars,  Peru  sugars,  and 
some  Philippine  sugars,  if  the  tonnage  had  been  available — and,  of 
course,  Java,  with  a  white  elephant  on  her  hands — but  whether  we 
could  have  got  the  tonnage  or  not  I  do  not  know. 

The  Chairman.  Was  there  any  sugar  in  Cuba  and  Santo  Domingo ? 

Mr.  Lamborn.  Some  Cuban  sugar,  but  very  little  in  Santo  Do- 
mingo. If  we  had  not  had  control  Canada  would  have  bid  even 
more  to  get  those  sugars,  and  she  did  get  some  West  Indian  sugara, 
and  some  Perus. 

The  Chairman.  What  I  am  getting  at  now  is  what  was  it  that  kept 
the  sugar  merchants  and  the  sugar  trade  from  getting  these  sugars 
that  you  have  referred  to,  outside  the  question  oftonnage,  v^ch  you 
say  applied  as  to  those  sugars  that  were  far  away;  now,  what  kept 
you  from  it  ? 

Mr.  Lamborn.  Well,  we  were  under  control. 

The  Chairman.  That  is  what  I  want  to  get  at.  What  kind  of 
control?  Is  that  this  contract  that  was  made  between  the  sugar 
refiners  ? 

Mr.  Lamborn.  The  brokers  and  merchants  were  not  under  control 
in  the»  sense  that  the  refiners  were,  but  tmless  we  would  have  the 
cooperation  of  the  refiners,  who  were  under  control,  we  would  not 
dare  make  the  attempt  of  getting  sugars  from  far-away  points;  wc 
might  risk  our  entire  fortime  in  one  transaction. 

The  Chairman.  So  that,  as  I  get  it  from  you,  the  fact  is  that  when 
the  refiners  signed  the  contract  that  they  would  procure  their  ship- 
ments solely  through  the  international  committee,  that  circumscribed 
their  activities  and  limited  them  and  also  took  awav  from  the  sugar 
broker  the  places  he  could  sell  his  sugar  unless  he  sold  it  to  the  inter- 
national committee.     Is  that  right  ? 

Mr.  Lamborn.  That  is  right. 

The  Chairman.  As  a  result  of  this,  did*  the  refiners  and  did  the 
brokers  and  the  men  go  into  the  sugar  world  and  try  to  pick  up 
sugar  or  diid  they  not  ? 

Mp.  Lamborn.  No ;  we  did  not.  A  few  lots  were  sent  to  us  and  other 
brokers  that  were  sold  when  they  were  either  ready  for  shipment  or 
afloat,  but  we  could  sell  only  through  the  international  committee, 
after  the  price  of  5.90  was  fixed. 

The  Chairman.  Did  you  have  some  experience  about  a  couple  of 

1'  cargoes  of  sugar  that  you  afterwards  sold  to  some  groc^«  1     W  as  it 
you  who  handled  that  trade '( 
Mr.  Lamborn.  Yes,  sir. 
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The  Chairuan.  I  have  beard  about  so  many  transactions  tbat  I 
wai  not  sure.    Tell  ua  about  those  two  transactions. 

Mr.  Lamborn.  Do  you  want  me  to  go  into  all  the  iletails? 

The  Chaieman.  No;  simply  in  a  general  war. 

Mr.  Lamborn.  On  the  1st  of  December  Mr.  Mott  had  been  ap- 
pointed, the  night  before,  as  the  acting  buyer  for  the  international 
sugar  committee  and  I  called  on  him.  I  am  sure  I  was  the  very  first 
man  who  saw  him  the  following  day.  I  asked  him  if  he  would  make 
us  a  bid,  that  one  of  our  chents  in  Cuba  bad  cabled  us  that  he  was 
in  touch  with  54,000  bags  of  sugar  in  Havana  and  Matanzas,  He 
ropHed  that  ho  was  not  m  a  position  to  make  bids,  having  no  in- 
structio:is,  but  ho  said,  "If  you  want  to  trade  you  had  better  see 
Mr.  Rolph."  So  I  called  on  Mr.  Tlolph,  who  had  not  been  familiar, 
in  my  opinion,  with  the  details  and  customs  in  handling  sugars  on 
the  Atlantic  coast,  and  I  told"  him  the  circumstances  and  what  Mr. 
Mott  had  said.  Mr,  Rolph  said,  "I  can  not  make  you  a  bid,  but  if 
you  can  get  sugars,  reasonably  promptly  I  will  take  them."  I  told 
him  that  we  knew  of  two  steamers,  and  I  gave  him  the  location  of 
those  steamers  in  Cuba,  one  being  at  Habana  and  another  at  Matanzas, 
and  that  they  expected  to  be  able  to  have  that  sugar  at  Matanzas  or 
Habana  about  the  14th.  Ho  said  he  would  see  that  the  interna- 
tional committee  took  that  sugar  at  5.90. 

You  understand  that  that  was  a  bid  without  it  really  being  a  bid. 
To  explain,  if  a  merchant  or  refiner  says,  "I  won't  make  you  a  bid, 
but  if  you  got  those  sugars  at  that  price  I  will  t^e  them,"  that  is 
practically  a  bid,  that  is,  it  is  a  distinctiou  without  a  difference.  I 
cabled  to  Habana,  and  there  was  some  delav  then  in  the  cable 
service,  and  we  had  many  cables  back  and  fortu,  and  finally  we  had 
these  two  vessels  offered  to  us  at  a  very  low  rate,  17  cents  a  hundred 
pounds.  In  my  opinion  that  is  the  second  lowest  charter  rate  in 
the  last  two  years  oetwoen  New  York  arid  Cuba.  Before  we  closed 
the  tonnage,  however,  I  called  on  Mr.  Rolph  several  times  and  told 
him  the  position  of  these  vessels.  On  the  6th  or  7th — I  do  not 
know  whether  my  records  will  show  but  I  think  that  it  was  cither 
on  the  6th  or  the  7th  of  November — I  had  told  him  previously  to  that 
about  these  two  vesaeb,  one  with  13,000  and  one  with  15,000  bags, 
and  I  told  him  that  for  the  remaitiing  sugars  we  could  not  get  a 
\-eysel  for  them  except  one  which  would  commence  to  load  about 
the  20th,  and  we  could  not  guarantee  the  clearance,  that  is  a  vessel 
leavin"  tbe  port  in  Cuba,  until  the  last  part  of  the  month;  and  ho 
replied  that  would  not  suit  their  position,  out  nothing  was  said  about 
these  other  steamers  we  were  working  on.  Our  Habana  office  cabled 
us  on  the  afternoon  of  the  8th  connrmitig  one  cargo.  We  made  a 
bid  of  5,90  on  that,  and  on  the  following  morning  they  confirmed  t' 
other  cai^o  of  15,000  bags.  Both  of  these  cargoes  arrived  in  Ni 
York  I  tbmk  on  the  26th  aud  27th  of  November, liaving  left  Cuba 
the  19th  and  20th. 

The  Chairman.  Was  that  at  the  height  of  the  sugar  shortage  "< 

Mr.  Lambobn.  Oh,  yes.  My  partner  went  to  Mr.  Mott  on  t 
ovening  of  November  8,  as  soon  as  we  received  tliis  cable,  and  I  h 
gone  from  the  office  on  some  business  and  went  home,  and  he  call 
me  at  my  home  at  7  o'clock  and  said  that  Mr.  Mott  had  declined 
I  said.  Wait  until  to-morrow;  we  will  see  Mr.  Rolph  and  ho  ts 
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accept.''  On  the  foUowinff  morning  I  called  up  Mr.  Rolph  as  soon 
as  he  got  to  his  ofRce.  He  had  an  engagement  at  that  time  and  I 
insisted  through  his  secretary  on  talking  to  him,  and  finally  his 
secretary  sent  word  that  Mr.  Rolph  could  not  take  the  sugar,  that 
the  international  committee  did  not  want  it  because  it  was  8o  lat« 
in  shipment. 

The  Chairman.  How  late  had  it  been? 

Mr.  Lamborn.  I  told  him  then  that  the  vessel  was  ready  to  load 
and  would  clear  between  the  19th  and  20 th. 

The  Chairman.  Was  that  an  imusually  long  time  ? 

Mr.  Lamborn.  No;  it  was  what  we  would  call  prompt,  the  usual 
time;  within  two  weeks  is  considered  prompt  shiinnent  in  the  trade. 
It  may  not  be  on  the  Pacific  coast;  they  do  not  buy  sugar  there,  it  is 
all  consigned  to  them  there.  I  was  considerably  upset  when  his 
secretary  said  he  could  not  take  it,  and  I  then  went  to  the  office 
and  called  him  up  again  and  he  finally  told  me  that  the  international 
committee  would  not  take  it. 

The  Chairman.  That  was  an  unusually  long  time  ? 

Mr.  Lamborn.  No;  it  is  what  we  call  prompt  shipment  time. 

The  Chairman.  What  was  the  matter  with  them  ?  Was  the  price 
too  high  ?    WTbat  was  the  objection  ? 

Mr.  Lamborn.  He  said  the  arrival  would  be  too  late. 

The  Chairman.  Too  late  ? 

Mr.  Lamborn.  The  impression  on  my  mind — I  do  not  remember 
whether  he  said  that  the  prices  by  that  time  would  be  lower,  but 
undoubtedly  the  international  committee  were  anxious  to  get  the 
price  as  low  as  they  could. 

The  Chairman.  What  was  the  time  of  arrival  to  be  t 

Mr.  Lamborn.  We  could  not  guarantee  arrival  at  this  time  of  any 
shipment,  but  he  knew  that  the  vessel  was  ready  to  load  on  the 
14  tn  or  15th  of  the  month  and  would  clear  not  later  than  the  19th 
or  20th  of  the  month. 

The  Chairman.  Was  that  just  as  quick  as  sugar  could  have  been 
gotten  from  Cuba  by  any  means  ? 

Mr.  Lamborn.  Yes. 

The  Chairman.  Then  how  much  did  that  make  that  you  had  on 
your  hands? 

Mr.  Lamborn.  That  second  cargo  was  15,000  bags,  making  & 
total  of  28,200  bags;  and  I  told  him,  "Mr.  Rolph,  I  do  not  think  you 
quite  understand  the  circumstances.  This  is  prompt  shipnoient." 
lie  said,  '^Oh,  1  thought  you  were  talking  about  those  sugars  to  arriTO 
the  latter  part  of  November.''  I  said,  "No,  not  at  au.  We  have 
made  no  bid  on  them  and  will  not  until  we  are  authorized." 

The  Chairman.  That  is  the  26,000  additional  bags  t 

Mr.  Lamborn.  Yes;  and  those  sugars  were  subseouently  sold  at 
the  same  price,  through  another  broker,  we  having  lost  heart  after 
this  one  transaction. 

The  Chairman.  I  only  wanted  to  get  this:  You  said  ''This  other 
shipment."  That  was  not  very  plain.  You  have  straightened  it 
out  so  that  we  understand  it  now.  You  were  talking  to  Mr.  Rolpb 
with  the  problem  before  you  as  to  that  shipload  of  15,000  bags! 

Mr.  Lamborn.  Yes. 

The  Chairman.  What  did  he  say  then? 


8H0BXAQB  OjP  6UGAB*  787 

Mr.  Laicborn.  lie  said,  "I  regret  if  you  are  in  trouble  with  these 
sugars,  but  the  international  committee  can  not  take  it." 

The  Chaibman.  Where  did  that  leave  you,  with  those  sugars  on 
your  hands? 

Mr.  Lambobn.  Yes. 

The  Chairman.  What  was  the  value  of  those  two  cargoes,  ap- 
proximately 1 

Mr.  Lambobn.  They  amounted  to  about  $20  a  bag,  or  about 
$600,000,  without  coimting  the  duty;  say  $555,000  in  round  figures. 

The  Chaibman.  Suppose  that  you  had  not  had  any  regulation, 
and.  had  boughttthose  sugars,,  where  would  you  have^cme  to  have 
sold  them) 

Mr.  Lambobn.  I  would  either  have  sold  them  inunediatelv  on  the 
exchange,  if  I  could  not  find  a  buyer  within  an  hour.  My  nrst  idea, 
would  have  been  to  call  up  our  rhiladelphis  office  and  have  them 
offer  it  there,  one  cargcK  and  with  the  other  cargo  I  would  have 
gone  to  the  New  York  renners  and  tried  to  sell  it  to  them,  and  failing 
that,  I  would  have  sold  on  the  exchange. 

The  Chairman.  You  would  have  gone  to  the  exchange  ? 

Mr.  Lambobn.  Yes. 

The  Chaibman.  In  this  instance  jou  went  to  the  only  place  you 
thought  of,  that  was  the  international  committee,  ana  there  you 
were  turned  down.  What  did  you  do  in  your  extremity,  when  you 
had  this  $600,000  worth  of  sugar  on  your  hands?  Wnat  did  you 
do  with  it? 

Mr.  Lambobn.  For  the  first  10  or  15  minutes  I  did  not  know  what 
to  do,  but  I  finally  went  over  to  see  Mr.  Spreckles  and  informed  him 
about  the  matter,  and  I  said,  ''I  thought  you  wanted  sugars."  He 
said,  **  We  do.''  And  Mr.  Post  had  told  me  the  day  before  if  I  got 
any  sugars  he  wanted  them  for  the  firm  of  B.  H.  Howell  Son  &  O:)., 
and  of  course  I  had  told  them  that  they  could  not  get  sugars  through 
me,  but  from  the  international  sugar  committee. 

The  Chaibman.  You  were  trying  to  stand  by  the  international 
committee  yourself  ? 

Mr.  Lambobn.  I  could  not  offer  them  to  him.  I  had  to  offer 
them  to  the  international  committee  first. 

The  Chaibman.  Why? 

Mr.  Lambobn.  They  were  the  only  buyers.  The  reason  I  felt 
troubled  about  it  was  this,  that  the  money  market  had  been  and  was 
in  a  serious  condition,  the  stock  market  had  broken,  and  it  was  diffi- 
cult to  realize  on  anything;  and  it  would  have  been  especially  difficult 
for  me  to  realize  on  my  securities,  because  many  of  our  securities 
are  more  or  less  inactive  sugar  securities.  Mr.  Spreckels  said,  **Do 
not  worry  about  the  matter.  I  think  you  will  find  that  Rolph  will 
take  the  sugars;  and  if  they  come  along  and  you  have  not  financed 
them,  I  will  finance  one  cargo." 

I  then  called  on  Mr.  Post,  and  ho  said,  **If  you  find  out  that  you 
are  in  any  trouble,  we  will  finance  the  other  cargo  '* ;  and  he  said, 
"It  is  ridiculous,  and  they  will  certainly  take  the  sugars.'' 

It  was  on  Friday  when  Mr.  Rolph  finally  turned  the  sugars  down — 
the  9th  of  November.  Our  cables  went  back  to  Habana  asking  for 
a  relief  on  the  second  cargo;  and  if  not  possible,  then  we  woidd  con- 
firm it.  We  thought  if  they  had  not  actually  closed  with  the  mer- 
chants down  there  they  would  relieve  us  of  that  cargo.     My  partner 
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in  the  Philadelphia  office,  having  seen  the  copies  of  the  cables  that 
went  to  the  Philadelphia  office,  said  that  while  he  had  not  consulted 
with  me,  Mr.  Earle,  or  the  McCahan  Refining  Co.  they  would  be 
glad  to  get  thorn.  In  the  meantime  I  took  this  matter  up  urgently 
with  Mr.  Rolph,  as  the  correspondence  shows,  and  he  immediately 
declined  it. 

The  CiiATRMAN.  Hare  you  got  that  correspondence  ? 

Mr.  Lamborn.  Yes. 

The  Chairman.  Let  us  have  it. 

Mr.  L\MBORN.  I  would  like  to  sajr,  Senator  Reed,  that  there  may 
be  no  misimderstanding  here  and  without  apologizing  for  Mr.  Rolpo 
or  myself,  that  I  am  satisfied  that  Mr.  Rolph,  had  he  understood 
the  terms  of  sale,  the  meaning  of  '^prompt  shipment,''  and  of  clear- 
ance, would  never  have  taken  this  stand.  I  feel  perfectly  confident 
of  that. 

The  CHAptMAN.  In  other  words,  you  mean  to  say  that  you  think 
Mr.  Rolph  is  a  fair  man  ? 

Mr.  L4MB0RN.  I  think  he  is  eminently  fair. 

The  Chairman.  But  that  ho  was  mistaken  about  the  circum- 
stances ? 

Mr.  Lamborn.  Yes.  I  do  not  want  to  put  a  blot  on  anyone,  but 
I  believe  that  some  one  who  did  know  the  terms  was  perfectly.  wiUing 
to  put  us  in  a  terrible  fix. 

The  Chairman.  Who  was  that* 

Mr.  Lamborn.  I  do  not  want  to  give  expression  to  that,  because 
I  do  not  know  that  positively;  but  f  feel  so  convinced  of  it 

The  Chairman.  All  right;  we  understand;  and  you  mean  to  giro 
Mr.  Rolph  a  clear  bill  of  ncaJth? 

Mr.  Lamborn.  I  do  not  think  he  is  the  kind  of  a  man  that  wouU 
in  any  way  deliberately  seek  to  put  us  in  any  kind  of  a  hole.  Hero 
is  the  correspondence  [producing  letters]. 

The  Chairman.  I  think  you  have  got  them  in  order,  perhqis- 
The  first  that  I  have  hero  is  November  9,  1917,  and  reads  as  follows: 

m 

Exhibit  No.  205a, 

Noveubbr  9. 1917. 

International  Sugar  CoMMirrEE, 

New  York  City. 

(Attention  Mr.  H.  C.  Mott.) 

Gentlemen:  Since  your  refusal  last  night  of  the  13,200  bags  Cuban  centrifugals 
at  5}  centa  c.  and  f.  New  York  for  shipment  per  eteamship  Aggenborg.  Noveml^er 
12-20,  but  expected  to  commence  loading  about  the  13th-14th.  as  steamer  is  now  dis- 
charging at  ^iiuiati.  we  beg  to  advise  that  we  have  been  succesrful  in  obtainiDg  th^ 
option  of  New  York  or  Philadelphia  on  this  steamer,  and  as  you  indicated  yesterday 
tnat  if  we  could  get  outport  options  it  might  facilitate  business,  we  trust  you  will  now 
be  able  to  accept  this  particular  lot. 

We  also  offer  15,000  to  16.000  bags  Cuban  centrifugals  at  5}  c.  and  f .  option  New  York 
or  Philadelphia  for  shipment  November  14th-25th.  out  as  this  steamer  is  now  diwchMg* 
ingat  Nue vitas  we  expect  her  to  be  ready  to  load  about  15th-16th. 

We  trust  you  will  be  able  to  accept  both  lots  of  sugar,  as  you  will  note  they  are  prac- 
tically for  immediate  shipment. 
Yours,  very  truly. 

This  A.  H.  Lamborn  Compant. 
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"Fkiaro  is  another  letter  hero  of  the  stuno  date,  which  reads  as 
follows: 

BXHiBiT  No.  2Kb. 

NOVRHUER    9,  1017. 

Intbbnational  Suqau  Committeb, 

111  WaU  Street,  New  Tort  CUy. 
(Attention  Mr.  H.  C.  Uott.) 

Gbktlehek:  la  your  abaeoce  we  have  handed  a  reply  to  your  bid  to  Mr.  Geo.  M. 
Kojpbr  of  the  international  committee,  feeling  that  same  BhoulJ  be  in  the  committee's 
tuode  at  the  earliest  moment. 
II«tieve  us, 

I.  Youn,  very  truly, 

Thk  a.  H.  Lakboiw  Cu. 

.  There  ia  another  letter  of  the  muwv  date,  \ovembor  9,  1917,  ad- 
dressed to  Mr.  Rolph,  which  is  as*  follows: 

Exhibit  No.  £0B. 

NoreuBEK  9.  1917. 
Mr.  Gbobgk  M.  Kolfh, 

■  InienuUional  Sugar  Conaniuie,  Nmv  York  Citg. 
Dbar  Mr.  Rolch:  Further  to  our  comoiiuni  cation  a  of  to-day's  dale,  we  beK  to 
adviee  that  we  have  been  notified  by  the  owners  of  the  Hteamship  Veratyr,  whicn  ia 
the  Btesmer  we  have  in  mind  Tor  the  ]  5,000  bags,  that  they  have  received  word  from 
Cuba  that  ihie  eteamer  will  finish  diBcharging  on  the  12ih  inaiAot  at  Nuevitaa  and 
are  willing  to  make  the  chirter,  sliipmenl  November  12  to  20.  Ab  this  advances  the 
shippinR  date,  we  trust  the  committee  will  accept  the  entire  2S,200  bags  offered  to 
you,  as  both  steamers  will  now  be  abjc  to  make  shipment  November  12-20. 
Awaiting  your  reply,  we  are,  dear  air. 


Yours,  very  truly. 


TuE  A.  U.  Lai 


And  hero  is  stiU  another  letter  to  Mr.  Kolph  also  of  the  same  date, 
XoTomber  9,  1917,  which  reads  as  follows: 

Exhibit  No.  207. 

NOVRMBKH  0,  1917. 

Mr.  Geo.  M.  Rolph, 

Chairnum  Intematvmal  Sugar  Commitlee, 

111  Wall  Street,  New   York  City. 

Dear  Mr.  Rolph;  At  about  1  p.  m.  to-day,  Mr.  Mott  called  at  this  office,  and  bid 
our  Mr.  Login  6|  c.  and  f.on  the  13.200  bags  of  Cuban  centrifugals  to  be  shipped  per 
Bteamdiip  Angersborg,  November  12  to  20. 

As  advised  you  on  telephone  to^ay,  which  we  have  confirmed  by  letter,  we  had 
in  good  faith,  in  view  of  your  conv^raations  with  Mr.  Lambom,  bid  our  clien 
theec  sugars,  which  they  have  confirmed,  and  it  is  impossible  for  us  to  repud 
purchaae. 

As  we  are  not  aware  whether  Mr.  Mott  ia  familiar  with  your  convenatit 
Mr.  Lamborn.  and  our  letter  to  you  of  to-day's  date^  we  felt  that  we  could 
him  a  reply  when  he  made  the  bid,  before  acquainting  you  with  the  circum 
and  tlieri'fore  we  are  writing  Mr.  Molt  as  per  copy  incjoaed,  adv-idng  him 
tuve  hinded  to  voii  an  answer  to  his  bid. 

You  will  doubtless  recall  thtt  your  reason,  this  morning,  (or  not  acccpi 
13,200  bagea  was  on  account  of  the  time  of  shipment,  which  you  interred 
laie.  However,  it  would  appear  by  the  bid  we  have  received  through  Ki 
that  the  position  is  entirely  satisfactory  provided  we  can  supply  tlie  sugi 

A'9  the  committee  fixed  the  price  on  Cuban  su<.-are  at  5{.  and  on  which  tl 
never  been  any  tjuesiion  up  to  this  moment,  and  that  the  posicion  of  the 
13,200  bafjB  is  aaiisfactory,  we  trust  that  the  international  coran  inee  will  be 
relieve  us  of  the  obligation  we  liave  contracted  in  good  faith  in  their  behalf. 

Furthermore,  as  our  clients  have  purchased  the  15.000  baes  at  5  j  on  our  ihdi 
made  in  good  faith,  we  feel  that  we  are  morally  bound  to  help  them  in  the  i 
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in  which  they  are  now  placed  through  their  efforU  to  relieve  the  interaadonal  Wagu 
committee. ' 
Hoping  to  receive  your  favorable  reply,  we  are,  dear  sir, 
Youre^  very  truly, 

Thk  a.  H.  Lahbokr  Co. 

As  I  understaud  that  letter,  Mr.  Mott  called  on  you  and  told  you 
that  he  would  take  this  sugar. 

Mr.  Lambobn.  At  a  quarter  of  a  cent  a  pound  reduction. 

The  Chairman.  If  you  had  cut  the  price  a  quarter  of  a  ooni  a 
pound,  the  sugar  was  coming  promptly  enough  at  that  price;  but  if 
you  did  not  cut  the  price,  then  the  sugar  was  too  slow;  that  is  about 
where  it  comes  out  ? 

Mr.  Lambobn.  That  is  the  inference. 

The  Chaibman.  Now,  as  a  matter  of  fact,  had  the  price  b€«n  fixed 
at  5i  at  the  time  of  that  purchase  ? 

Mr.  Lambobn.  Yes;  and  remained  at  that  price,  and  the  list  was 
never  changed  on  the  wall  for  six  months  afterwards. 

The  Chaibman.  For  whom  was  Mr.  Mott  buying  that  sugar  1 

Mr.  Lambobn.  He  made  the  bid  for  the  international  committeep 
and  had  that  sugar  been  sold  to  them,  it  would  then  have  been 
allocated  to  the  various  refiners. 

The  Chaibman.  The  next  letter  I  find  here  is  also  dated  Nov^joober 
9,  1917,  and  is  i^  follows: 

ExHiBrr  No.  208. 

Novbmiibr  9,  1917. 
The  A.  fi.  Lambobn  Co., 

98  Wall  Street,  New  York  City. 

Gentlbmbn:  I  have  for  acknowledgment  your  two  valued  btvors  of  even  date. 
In  reply  I  beg  to  advise  that  your  Mr.  Lambom  called  me  up  early  this  week  in  refer- 
ence to  Cuban  sugars  and  I  told  him  that  I  thouffht  the  iDtematiooal  committee 
would  at  that  time  buy  sugars  on  the  basis  of  6.90,  auty  paid,  if  immediate  offer  was 
made  and  for  prompt  shipment.  Nothing  further  was  done  in  this  directien  and  I 
considered  that  no  offer  would  be  made  to  the  international  committee. 

Yesterdajr  your  Mr.  Lambom  called  me  up  in  reference  to  certain  sonrs  from 
Cuba  for  shipment  up  to  the  20th  of  November,  and  I  advised  him  that  deUvqries 
would  be  too  late  as  tne  committee  expected  to  buy  cheaper  sugars  by  the  time  such 
Cubans  could  arrive  and  that  he  would  have  to  use  his  own  judgment  and  take  his 
own  risk  in  anything  he  did  in  reference  thereto. 

I  regret  exceedingly  if  you  have  placed  yourselves  in  any  embarrasRiog  pooition 
but  can  not  see  where  any  blame  attaches  to  myself. 
Yours,  very  truly, 

Geo.  M.  Rolpb. 

The  next  letter  is  dated  November  10,  1917,  and  is  as  follows: 

ExHinrr  N^o.  209. 

NOVRMBKK  10. 1917 

Mr.  Geo.  M.  Rolph, 

International  Sugar  Committee,  111  Wall  Street. 

Dear  Mr.  Rolfh:  Your  letter  of  the  9th  instant  at  hand.  Our  letters  of  that  date 
correctly  stated  in  chronological  order  tho  facts  which  led  up  to  our  bidding  and 
securing  Uie  two  cai^Koes  of  28,200  bags  of  Cuban  centrifugal  sugars  for  shipment  oa 
or  before  the  20th  of  November. 

In  view  of  the  fact  that  our  clients  in  Cuba,  acting  on  our  advice  purchased  botb 
these  lots,  we  have,  on  account  of  the  moral  responsibility  involved,  confirmed  same. 

Our  Mr.  I^mborn's  conversation  with  you  on  the  8th  instant  clearly  and  distinctly 
called  your  attention  to  the  fact  that  we  had  an  opportunity  of  obtaining  stiU  addi- 
tional sugars  for  straight  November  shipment,  ana  on  these  susars  you  advised  our 
Mr.  Lamborn  that  you  could  not  give  him  any  advice  but  that  ne  could  use  hia  own 
judgment,  and  on  these  sugars  we  have  taken  no  action,  although  we  are  still  able  to 
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^iiy  tlvem  to  the  extent  of  26.000  bags*  and  which  we  understand  are  the  total  remain- 
ins  unfloM'^BugatBin  Cuha  at  5}  c.  and  f .  for  November  shipment,  but  a  bid  is  required. 
In  this  connection  let  us  call  your  attention  to  the  fact  that  although  we  have  sold 
millions  of  bags  of  raw  sugars  to  refiners  and  merchants  and  importers  in  this  cit^, 
we  have  never  had  our  contracts  questioned,  and  we  regret  exceedingly  that  in  this 
first  instance  where  we  were  endeavoring  to  serve  the  intpmational  food  committee, 
that  there  should  be  any  misunderstanding  between  us. 
Yours,  very  respectfully, 

Thr  a.  H.  Lambokn  Co. 

FoUowinz  that  is  a  letter  dated  November  12,  1917,  which  will 
be  E|(hibit  No.  210.     It  reads  as  follows: 

Exhibit  No.  210. 

Intbrnational  Sugar  CoMMnrsB,  111  Wall  Street, 

New  Tork  City,  Nmiember  It,  1917. 
The  A.  H.  Lamborn  Co., 

98  Wall  Street,  New  Ybrk  City. 

Dbar  Sirs  :  Referring  to  your  valued  favor  of  November  9  on  the  subject  of  raw  sugar 
from  Cuba,  would  kindly  refer  you  to  Mr.  Mott,  buyer  for  the  international  sugar  com* 
mittee. 

Youra,  very  truly, 

Obo.  M.  Rolph,  Chairman. 

Mr.  Mott  had  previously  to  this  time  been  with  Mr.  Babst  t 

Mr.  liAMBbRN.  He  was  the  buyer  for  the  American  Sugar  Refining 

Ck>.  for  20  years. 

The  Chairman.  The  next  letter  is  dated  November  14,  1017,  and 

reads  as  follows: 

Exhibit  No.  211. 

International  Sugar  Committee,  111  Wall  Street, 

New  York  City,  Nm^emher  14, 1917. 
The  A.  H.  Lamborn  Co., 

98  Wall  Street,  New  York  City. 

Gentlemen:  Repljriiig  to  your  valued  favor  of  November  10,  1  beg  to  advise  that 
our  understanding  and  your  understanding  of  the  conversations  had  between  your 
Mr.  lamborn  and  the  writer  differ  materially,  but  inasmuch  as  there  is  a  difference 
of  opinion,  and  not  wishing  to  see  your  company  placed  in  an  embarrassing  position 
oh  account  of  any  misunderstanding  which  may  have  occurred,  and  in  order  that 
there  may  be  no  criticism  whatever^  I  have  arranged  with  the  consent  of  the  com- 
mittee that  the  buyer  of  the  international  sugar  committee  be  authorized  to  purchase 
the  2S,200  bags  of  Cuban  centrifugal  sugars  referred  to  in  your  letter  for  shipment 
on  or  before  the  20th  of  November. 

In  order  to  avoid  any  similar  misundertsandings  in  the  future,  I  will  apprecaate 
it  if  you  will  make  your  offerR  for  su^ar  through  the  regular  channels. 
Yours,  very  truly, 

Gko.  M.  Rom»h.  Vhnii'niun. 

The  next  letter  here  is  dated  November  15,  1917,  and  is  as  follows: 

Exhibit  No.  212. 

NovKMBKK  15,  1917,  10  a.  m. 
Mr,  CrKO.  H.  ROLFH, 

'    Chairman  Ifiteniational  Sugai  Coiiunitteey  111  WallStmet,  New  York. 

Dbar  Mr.  Rolph:  Your  letter  of  November  14  has  just  reached  us,  and  we  hasten 
to  advise  you  that  in  view  of  your  attitude,  as  describe  in  yours  of  November  9,  and 
the  fact  that  immediat^'ly  thereafter  you  sent  Mr.  H.  ('.  Mott,  buyer  for  the  inter- 
national sugar  committee,  to  us  making  us  a  hid  at  one-fourth  cent  per  pound  less  than 
you  had  distinctly  and  unequivocally  told  the  writer  would  be  accepted  for  the  posi- 
tion described,  we  were  forced  to  sell  these  sup^ars  to  the  trade,  notwitetanding  the 
fact  that  at  the  time  and  since  that  time  four  different  refiners  have  told  us  that  they 
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uig^htly  needed  the^  augara  aad  were  willing  to  pay  the  price  which  we  paid  with 
yoiir  authority. 

Wq  ap;ain  state  to  you  that  we  deeply  re^nret  that  while  we  were  working  gtricth 
in  jLhe  interest  of  the  International  sugar  committee,  that  such  a  misundeiBtandin^ 
could  be  possible,  and  again  call  your  attention  to  the  fact  that  never  since  we  have 
been  handling  either  raw  or  refined  sugars  have  our  contracts  been  questioned.. 

We  further  beg  to  call  your  attention  to  the  fact  that  on  the  8th  iristant,  when  we 
called  your  attention  to  the  fact  that  on  the  8th  instant,  when  we  called  your  atten- 
tion to  the  fact  that  our  clients  have  26,000  bags  additional  for  straieht  November 
shipntjent  and  you  told  the  writer  you  could  not  give  any  iAtimation  as  to 
whether  these  sugars  would  be  accepted  for  such  indefinite  position,  and  althooeh 
we  again  called  this  matter  to  the  attention  of  Mr.  B.,V:  Mott  on  Tuesday,  the  13(h 
instant,  by  letter,  we  did  not  have  an  indication  from  him  until  1  p.  m.  yesterday, 
nevertheless,  at  1.35  p.  m.  a  cable  was  delivered  to  us  which  arrived  in  New  York, 
held  up  by  the  censor  from  the  previous  morning:  and  we  are  this  morning  in  receipt 
of  a  cable  from  oujr  Havana  office  that  our  indication  ^at  seven-eighths  cent  would  be 
paid  for  the  remaining  26,000  bags  was  received  too  late,  the  lot  having  been  soM 
through  others. 

Yoursi  very  truly, 

,Ths  A.  H.  Lambobn  Co. 

Tho  next  letter  is  addressed  to  \Ir.  Rolph  and  dated  November  16, 
1917,     It  feads  as  follows: 

/  Exhibit  No.  213. 

Mr.  Georoe  M.  RoLFir, 
*  .  Chairman  International  Sugar  Comtnittee,  111  Wall  Street^  New  York. 

Dear  Mr.  Rolph:  Referring  to  the  28,200  bags  which  we  have  sold  the  distributing 
trade,  and  confirming  oiir  convemtion  of  this  morning  with  tlie  American  refiners* 
committee,  I  beg  to  ad\ise  that  I  liave  taken  this  matter  up  with  my  clients  and  I 
believe  I  can  arrange  to  turn  the  sugars  over  to  the  New  York  refiners  at  the  price  at 
wliicli  I  sold  these  sugars  to  my  clients,  pro\iding  the  Now  York  refiners  will  agree  to 
tarn  over  100  pounds  of  granulated  for  each  100  pounds  of  raw  delivered,  our  buyers 
paving  130  cents  per  100  pounds  for  the  refining  of  the  sugar. 

They,  however,  indicate  that  they  would  not  be  interested  unless  they  knew  they 
could  receive  all  the  weight  of  granulated  in  return  for  the  weight  of  raws,  and  for 
prompt  delivery  after  arnval. 

The  sugars  are  expected  to  arrive  not  later  than  the  26th  to  the  27th  of  November. 

'  With  ihe  knowledge  and  consent  of  my  buyers  I  sold  the  sugars  to  them  at  7. 15- cents 
per  pound  net,  caj>h,  duty  paid.  I  believe  1  can  induce  them  to  turn  over  these  raw 
sugars  providing  they  are  permitted  to  sell  them  wholesale  at  not  more  than  25  points 
profit  to  the  wholesale  trade  and  a  reasonable  profit  to  the  retail  trade.  In  «ther 
words,  the  refined  sugar  would  coot  them  8.45  net,  cash,  duty  paid  and  they  would 
a  ell  sime  at  wh9lesale  at  not  to  exceed  8.70  net,  cash,  duty  paid  i.  o.  b.  New  York,  plus 
fr^i^ht  to  detrtination  where  sold  at  wholesale,  and  at  a  reasonable  price  retail. 

W  e  might  state  to  you  that  the  attitude  of  the  concerns  to  whom  these  raw  sugars 
were  sold,  toward  food  distribution,  has  been  of  the  highest  character,  and  in  no  sen^e 
have  they  attempted  any  profiteering. 
Yours  sincerely. 

The  a.  H.  Lamborn  Co. 

(The  three  following  letters,  numbered  Exhibit  No.  214,  Exhibit 
No.  2l4-a,  and  Exliibit  No.  214-b,  were  afterwards  submitted  by  Mr. 
Ltimborn  as  properly  included  in  this  correspondence,  and  the  same 
are  here  printed  in  lull  in  tho  record  as  follows:) 

ExHinrr  No.  214. 

November  14, 1917. 

INTBKNATIOXAL  SlQAH  COMMTITEE, 

New  York  City. 
(Attention  Mr.  George  M.  Rolph.) 

Gentlemen  :  We  wrote  you  last  week  at  Washington,  relative  to  competitor  selliiig 
Penis  to  the  distributing  trade  at  0|  c.  i.  f.  New  York;  that  is,  7.40,  duty  paid. 

W<e  hive  had  no  acknowledgment  o(  this  letter  and  now  aak  you  to  promptly  ^dviee 
us  whether  this  is  pei'missible,  and  if  so,  whether  same  price  would  apply  to  Cubw 
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when  sold  to  the  distributing  trade.    As  we  understand  regulations,  merchants 
should  not  sell  at  over  25  cents  per  100  pounds  above  the  purchaae  price. 

As  this  is  a  matter  of  real  importance  and  as  we  wrote  you  nearly  a  week  ago  on  the 
same  subject,  we  hope  you  will  favor  us  with  an  immeaiate  answer. 
Yours  very  truly, 

The  a.  H.  Lamborn-  Co. 


Exhibit  No.  214-a. 


November  14,  1917. 


Mr.  Georoe  M.  Rolfh, 

Chairman  International  Sugar  Ccmmittee^ 

111  Wall  Street,  New  York  City. 

Dkar  Sir:  Since  writing  you  this  afternoon  the  writer  has  been  informed  that,  with 
your  permission,  brokers  not  heretofore  known  as  commission  merchants  or  acting  aa 
such,  have  offered  and  sold  to  manufactiuing  trade  Peruvian  raws  at  7.65i  duty  paid. 

As  such  a  price  is  75  points  higher  than  the  price  established  by  the  international 
committee,  it  is  impossinle  for  us  to  believe  that  you  would  give  permission  for  such 
sales,  wliich  would  be  plainly  extortionate.  Since  we  wrote  vou  on  tins  subject  last 
week  we  sincerely  hope  you  will  not  fail  to  immediately  advise  my  messenger,  in 
writing,  whether  tlie  above  is  correct  and  whether  we  are  permitted  to  sell  the  dis- 
tributing and  manufacturing  trade  Cuban  centrifugal  sugars  or  other  centrifugal  sugars 
at  over  7.15  net  cash. 

You  surely  can  not  fail  to  realize  the  importance  of  a  prompt  reply  lo  such  commn^ 
nications  as  we  have  sent  you,  and  we  at  this  time  call  your  attention  to  the  fact  that 
when  our  organization  found  that  the  Louisiana  plant>era  were  able  to  sell  clariOeds  and 
plantation  granulated  at  over  7.25  net  cash  New  Orleans,  we  promptly  took  the' matter 
up  with  you  by  telephone  at  Wasliington  and  spent -a  very  considerable  amount  of 
time  and  money  in  ti^ug  to  aid  the  Food  Administration  in  keeping  prices  within  the 
limit  which  they  indicated  thev  desired. 

You  know  full  well  that  our  leaning  over  backward  not  only  cost  us  time  and  money 
but  particularly  prestige,  with  the  net  result  that  we  have  practically  done  no  business 
with  New  Orleans  on  account  of  the  several  subseouent  rulings  which  you  made,  and 
in  addition  we  are  now  severely  criticized  by  tlie  planters,  formerly  our  friends, 
because  of  our  efforts  in  behalf  of  the  administration. 

Regardless  of  whether  you  sanction  sales  of  centrifugal  sugars  to  the  distributing 
and  manufacturing  trade  at  over  7.15  duty  paid,  we  have  not,  nor  will  we,  participate 
in  such  sales,  but  when  it  is  stated  to  us  that  you  have  given  permission  to  others  to 
sell  a3  high  as  7.65^  we  feel  entitled  to  an  immediate  reply  to  our  communications. 
Yours,  very  truly. 

The  a.  n.  Lamborn  Co<! 


E.\HiBrr  No.  214-b. 

Novembbb  2),  1917. 

Sold  for  account  of  Messra.  Gaston,  WillioTru  A    Wigmore  (Inc.),    New  York  City, 

To: .  • 

Three  hundred  (300)  bags,  about  225  pounds  each,  Peruvian  crystal  sugar  afloat,  at 
6.40i  per  100  pounds  plus  impirt  duties  assessed  by  the  United  States  Government, 
ex  d*K!K  New  York,  landed  weights. 

Terms:  Net  cash;  certified  check  for  approximate  amount,  $17.50  per  bag  against 
delivery  order. 

G.  H.  FiNLAY  &  Co. 

(Signed.)  F.  J.  Gk\M. 

(United  States  Food  Administration  license  No.  G  09141.) 

The  CuAiRMAN.  Now,  just  explain  that.    There  was  a  letter  here- 


this  letter  indicates  that  after  you  sold  these  sugars  some  objection 
was  made  to  selling  them  in  tfie  raw  state,  and  it  was  proposed  to 
turn  them  over  to  the  refiners  to  be  refined.     Was  that  effected  ? 

Mr.  Lamborn.  Yes. 

The  Chaibman.  Who  bought  these  sugars  ?  To  whom  did  you 
sell  these  two  cargoes  o{  sugar  ? 
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Mr.  Laubo^N-  At.thiv^  time  there  was  a  ^at  acarcity  of  refined 
sugars,  and  many  importers  were  bringing  m  raw  sugars  and  were 
getting  permidsion  from  the  international  committee 

The  Chairman.  To  whom  did  you  sell  these  sugars  ? 

Mr.  Lambobn.  We  sold  one  cargo  of  13,200  bags  to  the  Great 
Atlantic  &  Pacific  Tea  Co.,  and  one  cargo  of  15,000  bags  to  the  C.  D. 
Kenny  Tea  Co. 

.  The  Chairman.  The  Great  Atlantic  &  Pacific  Tea  Co.  was  able  by 
means  of  that,  was  it  not,  to  supply  its  trade  with  sugar  for  a  con- 
siderable time,  yrhen  other  stores  were  out  % 

Mr.  Lamborn.  Yes;  but  thoy  would  have  had  to  supply  raw 
sugars  to  the  trade  if  they  had  used  these  sugars. 

The  Chairman.  Yes;  but  you  got  them  refined  afterwards  by 
recalling  them  and  sending  tliem  back  to  the  refiners  ? 

Mr.  Lamborn.  Yes;  there  was  one  week's  supply  for  them. 

The  Chairman.  The  Great  Atlantic  &  Pacific  Tea  Co.  has  a  string 
of  stores  all  over  the  United  States,  I  understand.     Is  that  right? 

Mr.  Lamborn.  Yes;  they  have  3,600  stores. 

The  Chairman.  Three  thousand  six  himdred  stores.  For  about  a 
week  this  one  cai^o  supplied  those  3,600  stores? 

Mr.  LAifBORN.  1  think  it  supplied  them  for  longer  than  that.  That 
i9  th^ir  npr^ial  requirement  for  about  one  yreek. 

The  Chairman.  But  they  managed  to  string  this  out  and  make  it 
last  considerably  longer? 

Mr.  Lamborn.  Yes;  because  they  limited  their  sales  to  I  pound 
to  a  customer,  or  to  a  family. 

The  Chairman.  Yes;  I  believe  that  is  the  way  they  got  my  wife's 
back.  The  other  company  that  took  these  sugars  was  the  C.  D. 
Kenny  Co.  ? 

Mr.  Lamborn.  Yes;  the  C.  D.  Kenny  Co.,  of  Baltimore. 

The  Chairman.  Is  that  a  strm^  of  stores,  too  \ 

Mr.  Lamborn.  They  are  a  stnng  of  wholesale  and  retail  stores. 
They  have  about  100  stores. 

Tne  Chairman.  And  were  they  able  to  supply  their  trade  for  a  con- 
siderable time  out  o   these  sugars  ? 

Mr.  Lamborn.  Well,  they  have  spread  it  along;  but  that  was  less 
than  a  week's  supply  for  tHem. 

The  Chairman.  Tliey  do^a  large  wholesale  business,  too,  do  they  t 

Mr.  Lamborn.  Very  large. 

The  Chairman.  Tliere  was  26,000  ba^s  of  sugar  there? 

Mr.  Lamborn,  Twenty-six  thousand  bags  of  sugar. 

The  Chairman.  The  international  committee  would  not  permit  you 
t4>  buy  that  sugar.     What  became  of  those  sugars? 

Mr.  Lamborn.  Tliey  would  not  permit  it  at  that  time. 

The  Chairman.  Yes;  at  that  time,  I  mean. 

Mr.  Lamborn.  But  on  tlie  following  Tuesday,  the  12th  of  the  mouth 
when  Mr.  Mott  was  at  his  office,  he  said  while  he  would  not  give  us  a 
bid  on*  those  sugars,  if  they  were  offered  the  international  committee 
he  would  take  them. 

The  Chairman.  At  what  price  ? 

Mr.  Lamborn.  Seven-eighths 

The  Chairman.  Seven-eighths.  So  that,  concretely  stated,  they 
refused  the^e  two  cargoes  of  sugar  of  yours  on  the  ground  that  they 
were  comii^  in  too  late,  imless  you  would  cut  the  pnce  a  quarter  of  a 
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cent,  aud  then,  subsequent  to  that  time,  they  did  offer  to  take  the 
26,000  bags  of  su^r  at  the  full  price  ? 

Mr.  Lamborn.  For  later  delivery;  and  they  did  take  it. 

The  Chairman.  For  later  delivery;  but  at  that  time  the  sugars  had 
already  been  sold  ? 

Mr.  Lamborn.  No.     You  have  not  got  it  quite  right. 

The  Chairman.  Well 


Mr.  Lambobk.  Our  sugars  were  offered  to  them  first  for  shipment 
fullv  10  days  ahead  of  the  sugars  that  were  sold  to  -them  later. 

The  Chairman.  Yes. 

Mr.  Lamborn.  But  they  apparently  gave  the  same  indication  that 
they  would  pay  seven-eighths  for  tnat  later  lot  of  sugars — 26,000 
bags — to  several  brokers,  and  some  broker  might  have  had  it  10 
minutes  or  1  minute  ahead  of  the  others,  and  if  he  got  it  into  Havana 
first,  he  would  get  the  order. 
.   The  Chairman.  Some  other  broker  got  it? 

Mr.  Lamborn.  Yos. 

The  Chairman.  Do  you  know  whether  it  went  to  the  international 
committee  ? 

Mr.  liAMBORN.  Yes ;  it  did. 

The  Chairman.  I  take  it  from  this  statement  that  you  have  just 
paadfi,  if  there  had  not  been  any  regulaticm  at  all,  if  there  had  been  a 
sugar  shortage,  you  would  have  been  skirmishing  around  wherever 
there  was  any  chance  at  all  to  get  sugar  f 

Mr*  Lamborn.  Yes. 

The  Chairman.  Just  like  you  went  after  this  Cuban  sugar  I 

'Mr.  Lamborn.  We  would  have  done  our  very  best ;  especially  if 
the  exchange  had  been  open  we  would  have  been  willing  to  make 
bids;  but  with  the  exchange  closed  we  would  not  have  taken  undue 
risks ;  but  the  re^ners  might  have  bought  it. 

The  Chairman.  But  you  would  have  been  on  the  lookout  for 
sugars  ? 

Mr.  Lamborn.  We  would  have  been  looking  for  buyers  and  we 
would  have  been  looking  for  sellers. 

The  Chairman.  Have  you  made  any  study  at  all  of  the  amount 
of.  sugars  that  were  on  hand  on  the  western  coast,  not  beet  sugars 
but  cane  sugars,  at  the  time  of  the  shortage,  and  beginning  along  in 
the  months  of  September  and  October  ana  November  ? 

Mr.  Lamborn.  No:  I  have  not  made  any  study.  I  have  heard 
the  testimony. 

The  Chairman.  You  have  just  heard  the  testimony? 

Mr.  Lamborn.  Yes. 

The  Chairman.  Well,  I  do  not  care  to  have  your  opinion  upon 
that,  of  course,  because  that  stands  by  itself. 

Mr.  Lamborn.  Those  sugars  are  not  generally  figured  by  New 
York  brokers  in  any  quanti^  or  at  au}^  particular  time  because  they 
are  confined  largoJy  to  California  and  to  the  two  eastern  refiners  who 
have  them  under  contract. 

The  Chairhan.  You  have  just  testified  that  if  those  sugars  had 
been  properly  distributed  throughout  this  period  of  great  shortage, 
the  shortage  would  have  been  wiped  out,  or  practically  wiped  out. 

Mr.  Lamborn.  Well,  not  exactly  in  that  way,  I  did  not  testify. 
1  did  not  say  they  had  been  improperly  distributed .  I  said  if  they 
had  been  distributed  as  we  anticipated  they  would  be,  the  shortage 
would  necessarily  not  have  been  so  severe. 
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The  Chairman.  Yes;  I  understand  your  feeling.  If  I  was  in  the 
suear  trade,  I  would  be  mighty  chary  about  criticizing. 

Mr.  Lambokn.- Allow  me  to  make  this  remark.  You  might  give 
a  wrong  impression  otherwise.  I  am  perfectly  willing  to  criticise 
where  f  think  it  is  due,  and  I  have  done  so,  but  I  certainly  am 
not 

The  Chairman.  Yes,  I  understand. 

Mr.  LaiAborn.  The  question  of  criticising  the  Food  Administra- 
tion is  very  different. 

The  Chairman.  Yes,  I  understand  that.  I  do  not  mean  to  be 
criticising  you,  either,  by  my  remark.     I  meant  it  pleasantly.     But 

what  I  am  trying  to  get  at  now  is 

*  Mr.  Lamborn.  I  might  state  to  you,  also,  that  I  am  not  known  a< 
being  chary  of  criticism,  in  the  sugar  business,  but  to  the  contrary. 

The  Chairman  (continuing).  What  has  been  the  disturbing  cause, 
, ,  if  any,  growing  out  of  sugar  control?  What  has  been  wrong  with 
'  \  the  international  control-  anything? 

Mr.  Lamborn.  From  my  viewpoint,  some  one  threw  a  monkey 
wrench  into  the  Food  Administration's  machinery,  and  I  know,  not 
from  my  own  personal  feeling  against  the  interest,  but  from  the 
general  feeling  of  imrcst  and  suspicion  that  has  been  in  the  trade 
over  since  the  man  was  appointed,  and  which  continues  in  the  trade 
and  will  continue  as  long  as  he  is  on  the  international  committee — 
that  is  the  appointment  of  Mr.  Earl  D.  Babst,  the  president  of  the 
American  Sugar  Refining  Co.  I  make  that  statement  advisedly 
after  having  consulted  many,  many  interests  in  the  trade,  refiners, 
merchants,  and  brokers. 

The  Chairman.  Why  did  the  appointment  of  Mr.  Babst  occasion 
this  distrust  ? 

Mr,  Lamborn.  To  my  mind,  because  I  have  known  Mr.  Babst 
since  the  fall  of  1915;  I  loiow  that  he  is  a  sophist.  1  know  that  every 
statement  he  has  ever  made  to  me  directly  has  been  misleading,  an3 
I  know  that  he  has  never  qualified  on  what  he  said  to  me  m  the 
spirit  and  with  the  intent  with  which  I  received  it.  It  goes  back 
to  the  very  first  appointment  I  ever  had  with  him.  I  know  in  these 
war  times,  when  we  are  asked  to  conserve  waste^  he  continues  to 
talk  sophistry  not  only  on  little  things,  on  small  things,  but  on  large 
things  as  well,  and  to  work,  since  he  has  been  on  the  international 
sugar  committee — particularly  to  work — ^for  the  interests  of  his  own 
company. 

Tae  C^iAiRMAN.  You  say  that  he  works  in  the  interest  of  his  own 
conipany  ? 

Mr.  Lamborn.  Yes,  sir. 

Tne  Chairman.  His  company  is  the  American  Sugar  Refining  Co.  ? 

Mr.  Lamborn.  Yes. 

The  Chairman.  That  is  the  largest  of  the  American  sugar  rcfijiing 
companies  ? 

Mr.  Lamborn.  Yes. 

The  Chairman.  Now,  in  what  way  has  his  management  or  control 
inured  to  the  benefit  of  that  company  ? 

Mr.  Lamborn.  Well,  the  Food  Administration  apparently  feel 
that  his  attitude  in  regard  to  the  Louisiana  purchase  is  correct;  so, 
consequently,  I  will  not  criticize  that. 
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'  The  CuairUas.  1  do  uot  care  whether  the  Food  AdministratioB 
thinks  it  is  correct  or  not.  What  do  you  think  about  it,  Mr.  Lamborn, 
yourself  ? 

Mr.  Lamborn.  I  do  not  know  what  the  intent  of  that  contract 
was,  but  to  Tay  mind,  as  I  read  it,  it  meant  that  refiners  could  not 
purchase  Louisiana  sugars,  and  furthermore  I  know  later  when  thay 
were  asked  to  purchase  Pnilippine  sugars,,  the  greatest  surprise  was 
expressed  that  they  could  purchase  tnoso  without  the  intervention 
of  the  international  committee.  Later,  it  was  stated  that  Mr.  Babst 
would  have  to  reduce  his  own  melt  in  proportion  to  the  amount  .of 
Louisiana  sugars  ho  had  secured.  That  was  not  generally  imder- 
stood  at  the  time,  and  furthermore,  in  this  time  of  groat  stress  it  gave 
his  company  a  predominating  advantage  in  having  these  suears  for 
distribution,  especially  since  during  all  of  the  time  ho  has  been  on 
the  international  committee  he  has  positively  forced  the  sale  of 
package  sugars  without  giving  the  trade  opportunity  whatever  of 

Kurchasing  bulk  sugars.  I  do  not  recall  any  distinct  order  we  have 
ad  from  any  of  our  lai^e  distributors  for  package  sugars  since  this 
shortage  has  been  on,  but  I  do  know  that  until  practically  recently 
when  tnis  matter  has  been  agitated  in  the  press  that  he  has  refused 
to  ^ve  us  anything  but  package  sugar,  and  90  per  cent  of  these  I  am 
satisfied,  or  possibly  a  great  deal  more^  have  been  destroyed  in  order 
to  distribute  the  infinitesimal  quantities  the  trade  has  received. 

The  Chairman.  You  speak  of  the  advantage  it  was  to  the  American 
Sugar  Refining  Co.  to  secure  the  Louisiana  sugars  at  the  particular 
time,  even  though  afterwards  in  the  allotment  of  sugars  the  amount 
of  Louisiana  sugar  should  be  charged  to  them.  How  is  that  an 
advantage? 

Mr.  Lambobn.  It  was  the  hfe  of  his  company,  keeping  their 
sugars  before  the  trade  when  the  others  were  snut  down.  To  have 
received  100,000  tons,  or  to  have  anticipated  a  greater  amount^in  fact 
any  amount  that  the  Louisiana  people  might  have  given  under  that 
contract,  would  have  given  him  the  greatest  advantage.  It  is  self- 
evident. 

The  Chaikman.  It  may  be  self-evident  to  you.  What  do  you 
mean  by  that? 

Mr.  Lamborn.  Especially  it  helped  his  advertising,  because  he  has 
been  forcing  his  advertising  and  putting  his  package  sugar  to  the 
people  at  a  time  when  they  did  not  want  it. 

Tne  Chairman.  Do  you  mean  that  this  would  be  an  advantage 
that  if  the  ^eat  concerns  dealing  with  the  sugar  refiners,  the  whole- 
Halers,.  findme  a  scarcity  of  sugar,  would  find  that  one  particular 
company  could'  lurnish  sugar,  and  the  others  could  not,  that  that 
would  give  that  company  an  advantage  and  enable  it  to  gather  trade 
to  itself? 

Mr.  Lamborn.  Of  course.  This  man  would  not  even  have  to  have 
any  selling  organization  under  such  circumstances,  and  then  the 
way  the  contract  is  now  drawn  this  man  has  done  away  with  brokers; 
he  does  not  need  the  broker  during  this  period  any  more. 

TTie  Chairman.  We  will  come  to  the  oroker  in  a  moment.  We 
will  have  to  take  just  one  thing  at  a  time.  You  have  spoken  of  this 
advantage  of  having  that  sugar  at  a  time  of  ^eat  scarcity  when 
apboiiy  else  had  sugar.     Would  that  enable  him  in  any  way  to 


798  BHORXAQE  07  8UGAB. 

'^compel  the  public  to  take  his  package  sugars  ?    Would  that  be  one  of 
the  consequences  that  would  foUow? 

Mr.  Lamborn.  Certainly;  but  he  did  not  have  the  advantage  he 
anticipated,  and  notwithstanding  that  he  forced  the  public  to  take 
the  package  sugars,  which  thev  aid  not  want,  and  that  is  well  known 
to  all  of  the  big  trade  in  the  Eastern  and  Atlantic  States. 

The  Chairman.  How  did  he  force  them  to  take  it  ? 

Mr.  Lamborn.  He  would  not  give  them  anything  else.  Even  the 
sugar  which  he  refused  to  give  to  France  was  bagged  in  a  Philadelphia 
refinery,  and  kept  it  there  for  a  period  of  five  weeks,  and  he  unpacked 
that  sugar  to  a  large  extent  oilt  of  the  bags  into  packages,  at  an 
advance  of  40  cents  per  100  pounds  more,  and  if  there  can  be  any 
woree  wa^te  than  that,  or  any  worse  taking  advantage  of  his  oppbr- 
tunity,  I  can  not  conceive  it. 

The  Chairman.  Is  there  any  other  advantage  than  this  you  have 
spoken  of? 

Mr.  Lamborn.  His  advantage  as  the  leading  refiner  with  40  per 
cent  of  the  distribution  of  the  refined  sugars  of  the  United  States, 
with  absolute  knowledge,  the  rest  of  the  trade  knowing  nothine,  the 
merchants  and  brokers  having  no  access  whatever  to  uie  knon^edge 
of  what  is  going  on,  on  that  committee,  and  he  being  the  dominati^ 
force  on  that  committee,  of  course  he  has  a  very  great  advantage. 

The  Chairman.  What  I  am  trying  to  get  you  to  do  is  to  tell  what 
those  advantages  are.  You  say  lie  is  the  leading  spirit  in  the  inter- 
national committee. 

Mr.  Lamborn.  He  is  so  recognized. 

The  Chairman.  And  he  is  also  the  leading  sugar  refiner  of  the 
United  States.  Do  you  think  that  as  a  refiner  he  gets  any  trade 
advantage  or  any  chance  to  make  any  moneys  in  sugars  because  ho 
has  at  tne  same  time  possession  of  Knowledge  quicker  than  other 
men  that  he  gets  by  virtue  of  being  on  this  international  committee  ? 

Mr.  Lamborn.  I  will  go  back  and  again  repeat  my  statement. 
Every  interview  I  have  ever  had  with  him,  he  has  left  me  with  a 
certain  spirit  in  my  mind,  and  it  has  always  turned  out  to  the  contrary. 
I  can  only  assume^  that  he  will  do  the  same  thin^  continually.  I  have 
heard  him  testify  that  these  things  he  considered  small  that  we 
considered  great,  where  he  is  working  in  the  interest  of  his  company, 
and  I  wUl  say  that  he  would  naturally;  it  is  his  natural  bent,     'to 

Eroceed  further,  he  has  four  refineries — he  has  more  than  that;  he 
as  two  in  Philadelphia,  two  in  New  York,  one  in  New  Orleans,  one 
in  Boston ;  altogether,  he  has  six.  He  knows  exactly  when  these  re- 
fineries wUl  need  sugar.  The  tonnage  situation  is  fundamental.  I 
think  sugars  may  be  very  scarce  during  this  coming  year,  notwith- 
standing there  is  a  greater  amount  of  sujgar  probaoly  by  500,000 
tons  at  least  than  our  country  and  the  allies  will  need,  and  still,  if 
we  do  not  have  the  toimage,  we  can  not  move  that  sugar.  He 
knows  what  his  requirements  are  for  these  six  refineries.  It  is  going 
to  be  easy  for  him  to  arrange  the  shipments  and  the  allocation  of 
the  sugars  to  take  care  of  himself. 

The  CHAIRMAN.  And  another  man  has  to  take  it  haphazard,  and 
he  will  be  at  a  disadvantage.  Let  me  see  if  I  understand  you  on 
that.  You  think  that  Mr.  Babst,  because  he  is  a  member  of  the 
international  committee,  will  know  what  tonnage  will  be  available 
for  the  movement  of  sugars  to  the  allies  ? 
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Mr.  Lamborn.  No;  I  do  not  &now  that  he  will  know  that,  but  I 
think  that  he  is  aiming  to  know. 

The  Chaibman.  You  think  that  he  will  be  in  a  better  position  to 
know? 

Mr.  Lamborn.  There  is  no  reason  why  ho  woulfl  not,  because 
one  member  of  the  British  Commission,  and  one  member  appointed 
by  the  British  Commission  are  membere  of  the  International  Com- 
mittee, and  I  presume  they  will  give  him  their  confidence,  a  thing 
that  he  has  never  had  before,  nor  any  other  refiner.  No  other 
refiner  has  ever  known  what  tonnage  was  going  for  refined  sugars 
to  the  United  States  or  raw  sugars  to  Cuba,  because  we  have  kept 
that  sacredly  confidential. 

The  Chairman.  You  mean  since  the  war  ? 

Mr.  Lamborn.  Since  the  international  war  began. 

The  Chairman.  And  you,  bein^  a  representative,  having  that  in 
chaise,  and  knowing  about  it,  did  not  tell  about  the  vessels  that 
must  be  sent  for  sugar  f 

Mr.  Lamborn.  Nobody  except  my  partner,  Mr.  Logan,  in  New 
York,  and  my  Havana  partner,  Mr.  Iliggs,  ever  knew,  not  even  any 
of  my  other  partners,  and  none  of  my  clerks,  until  the  tonnage  was 
allotted. 

The  Chairman.  Now  you  say  that  Mr.  Babst  by  virtue  of  being 
on  this  international  committee  will,  in  your  opinion,  know  how  much 
English  tonnage  is  available  for  shipment  to  England? 

Mr.  Lamborn.  He  will  never  know  from  me  unless  I  am  instructed 
to  eive  it  to  him. 

The  Chairbian.  You  think  he  will  get  it  through  that  committee  ? 

Mr.  Lamborn.  I  do  not  know  that,  but  my  inference  is  that  he 
will.     He  will  if  he  can;  that  is  certain. 

The  Chairman.  Do  you  know  that  he  will  have  the  opportunity 
to  know  about  the  tonnage  that  is  available  to  ship  sugars  to  this 
country? 

Mr.  Lamborn.  Of  necessity  he  will  know  all  about  the  tonnage 
of  sugar  from  Cuba  and  other  West  India  ports,  in  fact  of  all  sugars 
that  will  have  to  be  sold  through  the  international  committee. 
Certainly  he  will  know  that  in  advance  of  any  broker  or  refiner  or 
nicrchant. 

The  Chairman.  How  can  that  be  an  advantage  to  him  ? 

Mr.  Lamborn.  In  the  arrangement  you  see  his  alternate — ^no,  I 
think  Mr.  Parker  is  not  the  alternate — ^but  through  the  member  of 
the  American  refiners  committee,  Mr.  Parker,  who  is  the  vice  president 
of  his  company,  he  will  know  how  to  arrange  for  the  allocation  of 
his  own  sugar. 

The  Chairman.  Let  us  get  that  a  Uttle  more  in  detail.  Is  it  a 
great  loss  to  shut  down  one  of  these  big  refineries  ? 

Mr.  Lamborn.  I  am  not  famihar  \vith  refining  costs,  but  where 
they  have  anywhere  from  600  to  1,500  m.en  it  is  not  so  much  the  loss 
of  the  operation  of  the  i>lant  alone  as  it  is  the  disintegration  of  the 
force  at  the  plant.  It  is  a  serious  thing.  The  refiners  had  their 
strikes  in  February,  and  many  of  them  never  got  into  full  working 
capacity  until  about  the  1st  of  July,  I  am  informed. 

The  Chairman.  Is  it  of  great  advantage  to  a  man  to  understand 
in  advance  when  he  is  going  to  get  his  sugars,  the  amount  of  sugar 
that  he  is  going  to  get  ?    Is  that  of  great  advantage  to  him  ? 
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Mr.  Lvmbdhn.Sd  much  so  that  during  the  fir^t  six  manth^  of  the 
year  particularly  sugars  are  sold  oq  firat  weak^s  clearancea,  first  10 
d:iyi:  clearancoy  clearance  not  later  than  the  13th,  the  first  half  of 
February,  etc.,  ship  nont^  of  all  sorts  of  p3riod3,  clearly  defiued,  and 
wh3SL  thi  contract  by  th3  shippar  is  not  lived  up  to  the  letter,  he  Ls 
at  the  m3rcy  of  th3  buyer;  certainly. 

Ta3  C.i^iRMvy.  You  say  that  the  knowledge  of  when  the  sugars 
would  ba  allDttod  would  be  of  advantage.  Mr.  Babst  was  not  on  tho 
0071  nittoe  that  allotted  sugars. 

;  Mr.  LvMSOnv.  No ;^ bit  he  is  on  the  international  coTnniittoo  that 
d  JCi  tho  biyingy  and  his  vice  pre3iddnt>  Mr.  Parker,  is  on  the  refiners 
con  nittoe. 

Ta3  Cjvihhvx.  Oa  the  allotment  conmitteo? 

Mr.  LvMB3RV.  Yes. 

S3nator  Varda.m  vn.  Doe^  not  the  international  committee  allot  it  ? 

Mr.  LvMBDR^r.  No;  they  buv  it,  and  then  turn  it  over  to  the  Ameri- 
can refiners  committee,  and  the  refiners  meet  and  allocate  tho  sugar 
among  the  nselves. 

The  Chairman.  This  arrangement,  as  I  understand  it,  amounts  to 
this,  that  the  refiners  have  quit  competing  with  each  other  in  the 
buying  of  raw  sugars,  and  they  have  likewise  quit  competing  witli 
each  other  in  the  refining  of  sudors,  because  each  is  to  be  afiottcd 
his  proportionate  shore,  and  as  it  is  not  contemplated  that  there  is 
goiii^  to  be  a  surplus  of  sugar,  each  of  them  can  sell  his  sugar  with- 
out vejry  much  effort.    I  suppose  that  i^  about  tho  situation. 

Mr.  Lamborn.  It  will  be  child's  play  to  sell  sugar  as  for  as  the 
American  distribution  of  it  is  concerned. 

The  Chairman.  In  figuring  up  the  differential  that  was  to  be 
allowed  tho  refiners,  I  ooserve  that  they  arrived  at  $1.30.  Do  you 
know  whether  that  included  as  an  estimate  any  charge  for  brokoragel 

Mr.  Lamborn.  I  know  that  it  did. 

The  Chairman.  And  what  was  the  brokerage  that  was  included  in 
that  $1.30  7 

Mr.  Lamborn.  Five  cents  per  100  pounds,  as  a  maximum,  to  3  cents 
per  hundred,  which  was  the  prewar  rate,  and  although  brokers 
expenses  have  increased,^  in  some  cases  doubled,  .since  the  war, 
brokerage  was  not  contemplated  by  the  refiners  to  be  any  greater. 
But  I  know  for  a  fact  that  3  cents  was  contemplated  t)y  the  Food 
Administration  to  be  paid  to  the  broker,  notwithstanding  the  fact 
just  like  the  refiner  his  usefulness  through  lack  of  competition  to  tho 
ultimate  consumer  will  not  be  as  great. 

The.  Chairman.  The  refiner's  wUl  not  be  as  great  because  there  is 
no  competition? 

Mr.  Lamborn.  The  refiner  is  not  taking  any  risk.  He  is  not  goin^ 
to  go,  as  the  American  Sugar  Refining  Co.  did  in  the  early  winter  oT 
1916,  into,  the  market  and  buy  enormous  quantities  of  sugar.  Thcv 
had  to  finance  those  sugars  and  arrange  to  store  them.  There  is  no 
similar  risk  to  what  there  was  in  prewar  times.  In  other  words,  the 
refiners  can  sit  back. and  take  those  sugars  and  feel  absolutely  sure 
of  their  market.  :  .  . 

The  Chairman.  The  refiner  has  an  absolute  market  in  which  to 
buv  and  an  absolute  market  in  which  to  sell. 

Mr*  Lamborn.  And  he  knows  that  if  he  has  any  surplus  beyond  the 
American  capacity  to  take  his  refined  product  he  has  a  crying  world* 
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□ot  only  in  the  allies  but  in  the  neutrab,  who  will  take  his  surplus, 
and  all  of  his  surplus. 

The  Chairman.  And  he  has  been  allowed  J1.30  differential  against 
the  former  profit  of  85  cents  t 

Mr.  Lahbobn.  It  was  not  a  profit.  It  was  a  differential  against 
84.7  points  coverii^  a  period  of  many  years,  and  that  included  the 
cost  of  refining,  distributing,  and  profit. 

Senator  Vardaman.  But  under  the  profit  ajrangement  the  refiner 
is  in  better  condition  than  he  was  before  the  war. 

Mr.  Lahborn.  I  can  not  state  whether  his  profit  in  that  130  points 
Ls  any  greater,  or  as  great  or  less  than  it  was,  because  I  do  not  know 
the  refilling  costs,  but  they  arranged  their  margin  with  the  Food 
Administration.  It  was  eminently  satisfactory,  and  I  believe  emi- 
nently fair  and  just.  I  certainly  do  not  say  that  it  was  too  large  or 
too  httlo.  They  were  satisfied  and  the  Food  Administration  was 
satisfied,  but  the  point  is  this,  that  they  do  not  take  the  violent 
risks  of  the  market.  I  have  had  a  refiner  Bay  to  me  in  Washington 
that  he  went  to  bed  one  night  with  a  profit  of  several  hundred 
thousand  dollars  and  inside  of  two  days  had  a  loss  of  a  million 
dollajs,  duo  to  violent  fiuctuations.  If  the  price  is  to  be  stabihzed 
and  profit  fixed,  there  can  not  bo  anything  of  that  kind. 

The  CnAiHMAN.  So  that  the  refiner,  who  got  together  with  himself 
and  the  Food  Administration  and  agreed  on  SI  .30  for  his  compcnsa' 
tion,  included  in  that  $1.30  in  their  estimates  a  brokerage  cnarge. 
What  has  happened  with  respect  to  that  brokerage  charge? 

Mr.  Lamborn.  On  the  28tn  of  December,  I  think  it  was — I  havO 
been  here  so  much  and  away  from  my  basiness  so  much  that  I  have 
not  kept  accurate  track,  but  may  I  ask  Mr.  Cameron* 

The  Chairman.  Certainly. 

Mr.  Cameron.  On  the  27th  of  the  month. 

Mr.  Lamborn.  On  the  27th  of  December,  the  American  Sugar 
Refining  Co.  made  an  announcement  that,  effective  on  the  1st  of 
JanuaiT,  the  American  Sugar  Refining  Co.  would  sell  their  sugar 
through  their  own  selling  channels  and  eliminate  the  broker. 

The  Chairman.  Was  that  in  print? 

Mr.  Lamborn.  Yes.  I  know  that  the  National  Association  of 
Brokers  has  taken  that  up,  and  Mr.  Cameron  is  here  to  give  that 
information,  and  Willet  &  Gray's  Journal  printed  it. 

The  Chairman.  I  would  like  to  put  it  in  from  Willet  &  Gray's 
Journal. 

Mr.  Lamborn.  You  asked  the  question  of  how  he  can  benefit  and 
how  he  is  benefiting.     Understand  that  I  am  viewing  this  thing  in 
the  broadest  sense  that  I  can.     I  am  not  considering  our  own  position 
as  brokers,  losing  the  3  cents  a  hundred  pounds.     11  we  were  in  p 
times  and  the  American  Sugar  Refining  Co.  made  such  an  arra 
ment,  I  would  welcome  it,  our  whole  organization  would  wolc 
it,  bcause  I  am  satisfied  that  the  jobbers,  distributers  and  bro 
would  eat  them  up,  because  the  capacitv  of  all  refineries  is  so  n 
above  the  consumption  of  the  Unitea  States  that    the  busi 
through  the  friends  of   the  brokers  who   have  been  working  ■ 
them  Tor  25  years  and  in  some  coses  50  years,  would  be  volunta 
not  through  Doyeott,  thrown  into  the  hands  of  the  independen 
fiuers;  but  beyond  that  he  is  profiting  and  in  my  opinion  unju 
88464—18 n 
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and  far  sreater  is  the.  pomt  that  although  he  ie  under  contract  with 
the  Food  Administration  to  sell  all  of  his  sugars  at  1.3  points  whole- 
sale above  the  price  of  the  raw  sugar  allocated  to  him  by  the  American 
refiners'  committee  and  the  international  committee,  ne  is  selling  to 
the  retail  trade  and  in  fact  stated  that  he  was  going  to  push  the  sale 
to  the  retail  trade,  in  which  transaction  he  is  making  betw^een  35 
and  36  cents  a  hundred  pounds,  generally  speaking,  without  any 
risk  to  himself. 

Even  under  the  most  liberal  interpretation  of  the  refiner's  contract 
with  the  Food  Administration  that  this  word  'Wholesale''  means 
that  he  can  go  ahead  and  make  another  profit  and  sell  to  the  retail 
trade  and  rob  the  jobber,  or  take  from  the  jobber,  if  you  want  to  put 
it  in  a  mild  way,  when  the  amount  of  the  jobber's  charge  is^  allowed 
to  him,  it  womd  be  one  thinjg,  but  he  does  not  take  tlmt  risk.  He 
goes  to  the  cream  of  the  tra£  of  the  United  States.  The^  wholesale 
ffl:ocjer,ha3y  we  will  say,  1,000  customers,  or  100,  and  there  will  be  85  or 
fiO  per  bent  of  these  men  that  are  in  poor  credit,  who  have  to  be  c^arried 
for  20  or  30  or  60  or  90  days.  You  understand  that,  if  you  are  ac- 
quainted with  anv  wholesalo  grocery  house.  If  Babst  sells  to  the 
retail  trade,  he  mil  get  a  certified  check  in  advance  for  his  purchases, 
or  the  retailer  will  pay  cash  to  the  driver  of  the  team  that  delivers 
the  sugar.  In  other  words,  I  state  that  he  is  profiteering,^  and  I 
think  that  when  they  go  after  these  little  men  in  New  York  City  who 
may  not  have  had  a  liberal  education  to  study  and  morally  compre- 
hend the  food  bill,  and  stop  them  from  business  and  take  their  license 
away  for  the  period  of  the  war,  it  is  bad  enough,  but  when  this  man 
comes  here  and  flaunts  himself  and  swears  he  is  going  to  push  this 
thing  as  weU  as  his  package  sugars,  at  a  time  when  the  trade  docs  not 
want  them,  I  think  it  is  terribly  reprehensible;  and  therefore,  I  say. 
our  little  dMerences  as  brokers  amount  to  nothing  to  me,  but  as  in 
American  citizen  I  say  that  the  other  thing  is  terribly  wrong. 

The  Chairman.  We  are  in  no  manner  interested  in  the  profits  of 
the  broker,  but  we  are  interested  in  the  question  of  whether  or  not  a 
man  occupying  a  public  position  is  able  to  employ  that  position  so 
that  he  can  do  things  for  nis  own  benefit  that  he  could  not  otherwise 
do. 

Mr.  Lamborn.  Senator  Reed,  he  ha^  that  position,  and  he  is  doing 
it,  and  the  other  refiners  are  not  doing  it.  Tneir  interpretation  of  the 
spirit  and  fact  of  that  contract,  as  many  of  them  have  said  to  me  and 
to  other  brokers,  is  vastly  different. 

The  Chairman.  Going  back  to  the  point,  and  omitting  conomcnt 
for  the  moment,  as  a  matter  of  fact  the  broker  has  always  m  the  past 
operated  for  all  the  sugar  refiners,  including  the  American  I 

Mr.  Lamborn.  Yes,  but  not  entirely  for  all  the  sugars  that  the 
American  Sugar  Refining  Co.  manufacture.  The  American  Sugar 
Refining  Co.  has  in  past  years  gone  to  certain  large  trade  throughout 
the  United  States,  although  in  spirit  they  were  working  harmoniously 
with  the  other  refiners,  and  not  doing  underhanded  business,  and  have 
either  given  a  straight  rebate  to  purchased  buyer's  business  or  in 
some  instances  have  given  the  brokerage,  deprived  the  broker  of  that 
brokerage  in  some  cases,  and  they  have  continued  bo&,  and  they 
continued  this  question  of  brokerage  until  Mr.  Babst  was  made  a 
member  of  the  International  conmiittee. 

The  Chairman.  That  is  really  an  aside. 
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Mr.  Lambobn.  That  is  the  exertion. 

The  Chairman.  With  this  exception  they  did  employ  brokers, 
and  the  ereat  bulk  of  their  buying  of  raws  was  done  through  brokerage 
houses  ue  same  as  others,  as  well  as  selling  refined  ? 

Mr.  Lamborn.  They  bought  their  sugars,  largely,  with  one  or  two 
exceptions,  through  brokers  or  merchants,  and  recognized  brokers 
in  the  sale  of  their  refined,  with  the  exceptions  noted. 

The  Chairman.  Since  tnis  arrangement  has  been  made  by  which 
competition  between  the  refiners  is  supposed  to  have  been  wiped 
out,  although  a  brokerage  charge  was  included  in  $1.30  differential, 
an  order  has  been  issued  doing  away  with  the  brokers  for  the  American 
Sugar  Refining  Co.,  has  it  not ) 

Mr.  Lamborn.  Yes. 

The  Chairman.  I  want  to  read  now,  at  this  point,  from  Willett  & 
Gray's  publication  of  December  27 : 

The  American  Refining  Co.  announced  to-day  that  selling  through  brokers  would 
be  discontinued  after  January  8.  The  other  refiners  wiU  continue  to  seU  through 
brokers. 

Then  follows  this : 

In  this  connection,  at  a  meeting  of  the  National  Association  of  Brokers  in  refined 
sugar,  the  foUowing  teleeram  was  sent  to  the  President  of  the  United  States  and  also 
Mr.  Hoover,  and  a  copy  handed  to  Mr.  Rolph. 

That  teleCTam  and  reference  is  here  before  us  in  the  form  of  a 
petition.  How  much  would  this  brokerage  chaise  amoimt  to  in  a 
year  to  Mr.  Babst's  company  ? 

Mr.  Lamborn.  Lot  me  see.    About  SI, 120,000. 

The  Chairman.  That  would  be  the  brokerage  chaise? 

Mr.  Lamborn.  Three  cents  a  hundred  pounds;  yes.  Now,  that 
is  fibred  very  fully.  It  would  be  less  than  that,  but  I  figured  on  the 
basis  of  4,000,000  tons,  which  we  hope,  by  this  year,  to  have  attained 
in  the  distribution  of  sugar  in  the  UnitedT  States. 

The  Chairman.  Well,  what  would  it  amount  to  figured  at  a 
minimum  ? 

Mr.  Lamborn.  Between  $1,100,000  and  $1,200,000,  say. 

The  Chairman.  Have  you  heard  of  any  proceeding  to  carry  that 
saving  on  to  the  ultimate  consumer  ? 

Mr.  Lamborn.  It  would  be  impossible  to  carry  it  on  to  the  ultimate 
consumer. 

The  Chairman.  Senator  Vardaman,  you  wanted  to  ask  a  question, 
I  believe. 

Senator  Vardaman.  Yes;  I  wanted  to  ask  just  what  vou  have 
asked — whether  by  cutting  out  the  middleman,  tne  broker,  that  would 
give  sugar  to  the  purchaser,  the  ultimate  consumer,  any  cheaper  1 

Mr.  Lamborn.  Senator,  it  would  be  impossible.  I  will  give  you 
an  illustration  showing  why  I  say  that. 

We  have  sold,  to  go  to  Algiers,  through  a  bank,  4,000  tons  of  cube 
sugar.  In  the  final  analysis  we  could  not  get  tonnage,  because  the 
United  States  Government  put  an  embargo  on  that  sugar.  It  was  to 
go  to  the  Algerian  Government,  a  dependency  of  France.  We  were 
instructed  to  sell  this  su^ar  here.  It  was  a  grade  of  sugar  not  much 
used  in  this  country,  very  Uttle  cube  sugar  is  used  in  this  country 
compared  with  granulated.  The  price^  including  the  duty — you  see, 
if  it  was  going  for  export  it  would  be  a  httle  over  a  cent  a  pound  less — 


804  BHOBTAOB  OF  8XTQA& 

figured  $9.70.  That  is  exactly  what  it  cost  the  buyers  who  sold  it 
to  the  Algerian  Government.  We  were  instructed  to  sell  that  sugar, 
and  wo  sold  it  at  S9.70,  on  condition  that  the  buyers  would  distribute 
at  one-half  cent  per  pound  advance,  namely,  $10.20  per  hundred 
pounds,  or  10.20  cents  per  pound;  but  the  buyers  said:  "Here,  we 
can  not  do  it.  We  have  no  fractions;  but  what  we  can  do  is  this: 
We  will  agree  to  buy  that  sugar  and  sell  not  more  than  2  pounds  to 
any  one  customer  for  21  cents.  We  can  not  sell  it  at  20  conta  for 
2  pounds,  or  10  conts  for  1  pound,  because  the  cost  of  delivering  the 
sugar  to  our  stores  and  putting  it  into  paper  bags  is  greater  than  30 
cents  a  hundred  pounds."  i&.  Rolph  gave  our  buyers  permission 
to  do  it  after  they  had  agreed  to  sell  it  at  $10.20  per  hundred.  That 
is  how  that  came  about.  You  see,  the  thing  was  done  in  a  few 
minutes. 

Senator  Vardaman.  The  point  I  want  to  make 

Mr.  Lambobn.  The  point  is  this:  In  that  case,  if  we  had  sold  that 
sugar  at  10  cents  a  pound — I  mean,  $9.70,  and  the  wholesaler  had 
agreed  to  sell  it  to  the  retailer,  so  that  the  retailer  would  distiibuto 
it  to  the  ultimate  consumer  at  10  cents — ^he  could  have  gotten  off 
on  the  even  figure,  but  because  he  agreed  to  distribute  it  at  10.20  it 
was  physically  impossible  for  him  to  do  it,  because  we  have  no  such 
currency  as  they  have  in  France. 

Senator  Vabdaman.  But  here  is  the  point  about  that 

Mr.  Lambobn.  Therefore  we  elevated  the  price  to  10.50.  Now, 
you  can  see  how  much  more  difficult  it  would  oe  to  do  it  for  3  cents 
a  hundred.  Now,  let  me  tell  you  something:  As  far  as  our  company 
is  concerned,  if  Mr.  Babst  will  arrange  to  give  that  3  cents,  and  can 
prove  that  he  can  give  it,  to  the  ultimate  consumer,  we  have  not 
that  much  [snapping  the  fingers]  to  say  against  it. 

Senator  Vabdaman.  Th  tt  is  just  the  point  I  want  to  get  at. 

Mr.  Lambobn.  But  is  it  impossible. 

Senator  Vabdaman.  I  have  a  protest  here  from  the  brokers  at 
Meridian,  Miss.,  against  Mr.  Babst's  order  to  dispense  with  the 
services  of  the  broker.  Now,  this  committee  and  the  Congress  is 
interested  in  giving  sugar  to  the  consumer  at  the  lowest  proper  price. 
Somebody  will  put  that  million  dollars  in  his  pockets.  If  Mr.  oabst 
or  the  American  Sugar  Trust  proposes  to  take  that  off  of  his  selling 
price  and  let  it  go  to  the  ultimate  consumer,  personally  I  shoula 
commend  his  conduct.  I  would  not  desire  to  disorganize  business 
and  interfere  in  any  way  with  the  established  custom ;  but  one  of 
the  economic  curses  of  this  country  to-day  is  the  profits  of  the  man 
who  produces  nothing,  the  middleman.  Now,  I  see  that  there  is  an 
organization,  evidently,  because  this  is  a  blank  which  is  sent  to  these 
people.    I  know  these  men.    They  are  very  honorable  gentlemen. 

Mr.  Lambobn.  What  is  the  name  of  their  firm  ? 

Senator  Vabdaman.  There  are  four  of  five  of  them — the  Smith 
Brokerage  Co.,  Gibson  of  Meridian,  Hevward,  Woods,  and  others. 
Then  here  is  a  protest  also  from  all  the  wnolesale  dealers  in  Meridian. 
Miss.,  protesting  against  the  part  Mr.  Babst  is  playing  on  this  com- 
mission, and  demanding  his  withdrawal  from  that  commission.  But 
if  this  charge  that  has  heretofore  gone  to  the  broker,  the  middleman, 
can  be  saved  to  the  consumer,  it  seems  to  me  that  there  is  nothing 
morally  or  economically  wrong  in  it. 
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Mr.  Lambokm.  He  can  not  do  it,  in  the  first  place.  Now,  let  me 
toll  you  about  the  middlemaa.    We  are  not  the 

Senator  Vardahan.  Why  can  he  not  do  it*  That  is  what  I  want 
to  know.    Why  can  he  not  do  it  1 

Mr.  Lahborn.  I  have  given  you  the  illustration  of  how  it  is  im- 
possible to  do  it  on  20  cents  a  hundred. 

Senator  Vabdahan.  Suppose  Mr.  Babst  will  sell  his  sugar  and  take 
from  the  price  of  his  sugar  the  million  doUats  you  have  just  figured 
there  1 

Mr.  Laubobk.  He  can  not  possibly  get  it  to  the  consumer.  Now,  I 
will  go  into  that  later;  but  just  let  me  tell  you  about  the  broker, 
the  middleman  you  are  talking  about,  that  you  want  to  eliminate. 

Senator  Vardaman.  I  am  not  talking 'about  the  brokerage  man. 

Mr.  Lauborn.  But  we  are  not  middlemen  in  the  sense  that  is 
generally  understood  down  in  Washington. 

Senator  Vardahan.  I  am  not  interested  down  here  in  Washington. 
I  am  interested  down  in  Mississippi. 

Mr.  Lahborn.  Surely.  Well,  1  know;  but  you  are  here  repre- 
senting those  people  down  there.  Let  me  explain  to  you  our  posi- 
tion, and  how  greatly  it  differs  from  that  of  the  middleman  that  you 
have  in  your  mind. 

We  do  not  buy  these  sugars  from  the  refiner  and  take  risks  on 
them.  Our  duty  is  to  seek  the  lowest  price.  It  always  has  been  to 
soek  to  lowest  price.  These  refiners  have  always  complained  fibout 
the  broker  whom  they  were  paying,  but  whose  cost  of  doir^  business 
they  were  charging  to  the  wholesale  grocer  in  the  price,  and  he, 
ultimately,  to  thp  consumer  through  the  retail  grocer.  I  have  always 
stated — 1  have  stated  to  H.  O.  Havemeyer,  X  have  stated  to  Mr. 
Babst  in  this  first  interview  I  have  spoken  about,  I  have  stated  to  Mr. 
Spreckels,  I  have  stated  to  Mr.  Post,  and  I  have  stated  to  everyone  of 
them  that  the  broker  who  tells  them  that  he  is  working  j'or  the 
refiner  is  either  deliberately  lying  or  is  trying  to  foot  them. 

Now,  we  do  work  for  the  wholesale  grocer.  We  have  always, 
in  all  the  period  I  have  been  in  business,  sought  the  lowest  price 
of  refined  sugar  in  order  to  get  it  to  our  wholesale  grocer  at  the  lowest 
price,  so  that  he  might  get  it  to  his  retailer  at  the  lowest  price,  and 
so  that  the  consumer  could  buy  it  from  that  retailer  at  the  lowest 
price.  Is  that  obviously  true,  or  not?  The  brokerage  is  charged 
in  the  cost  of  manufacture  and  distribution  and  profits.  It  has  been 
recognized  so  for  all  these  years.  We  are  not  middlemen  in  the 
sense  that  we  buy  something  and  then 

Senator  Vardauan.  Here  is  the  point:  I  agree  with  you  very 
heartily,  and  I  have  expressed  myself  on  this  committee 
to  that  effect,  that  a  man  representing  the  interests  that 
does  has  no  business  on  this  oommiasion.  You  can  not  sen 
mammon.  If  Mr.  Babst  is  faithful  to  the  men  wlio  empli 
can  not  be  loyal  to  the  American  people  in  the  performt 
duties  on  that  commission.  If  he  is  loyal  to  the  American 
if  neglecting  the  interests  of  the  people  who  are  hiring  him 
not  believe  any  man  should  be  permitted  to  fix  the  price  of 
that  are  to  be  sold  which  he  himself  is  personally  interest 
profits  by  it.  But  I  do  not  see  why  one  of  these  refineries 
perform  the  function  if  they  saw  fit  to  do  it,  put  the  ma 
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motion  to  perform  the  service  that  the  broker  performs;  and  if  he 
can  do  that  and  save  that  cost  to  the  ultimate  consumer,  it  seems  to 
me  commendable. 

Mr.  Lamborn.  Senator,  the  price  of  granulated  sugar  to-day  is 
7.45  less  2  per  cent;  in  round  figures  it  is  7.30.  The  3  cents  a  hun- 
dred poimdB  we  receive  is  a  trine  less  than  one-half  of  1  per  cent. 

Senator  Vardaman.  But  it  is  just  that  much. 

Mr.  Lamborn.  It  is  a  trifle  less  than  one-half  of  1  per  cent.  I  do 
not  believe  that  any  refiner  in  the  United  States,  I  do  not  believe 
that  even  Mr.  Babst,  will  come  in  here  and  state  that  he  can  distribute 
his  sugars  for  less  than  that  with  his  own  selling  organization. 

Senator  Vardaman.  If  he  is  a  fraud 

Mr.  Lamborn.  I  do  not  say  he  is  a  fraud.  I  say  this,  that  he  can 
not  do  it. 

Senator  Vardaman.  If  he  is  a  fraud,  I  agree  with  you;  but  suppose 
he  does  it  ? 

Mr.  Lamborn.  How  can  he  get  it  to  the  ultimate  consumer  unless 
he  wipes  out  not  only  the  broker  but  the  wholesale  grocer  and  the 
retailer?  It  would  be  impossible.  Here  is  the  basis  he  is  working 
on— $1 .30  per  hundred  pounds. .  Now,  he  takes  for  himseU  that  three 
points.  If  he  would  sell  it  and  get  it  to  the  ultimate  consumer  at 
$1.27,  even  though  it  did  wipe  out  this  so-called  iniddleman,  I  could 
not  coniplain  in  my  personal  position.  I  might  if  I  were  in  the  po- 
sition of  90  per  cent  of  the  brokers  in  the  United  States  who  have 
worked  hard  all  their  lives,  who  felt  that  that  business  was  secure, 
who  have  felt  that  the  President's  words  meant  something,  that  Mr. 
Hoover's  words  meant  something,  when  they  said  that  the  broker 
would  not  be  disturbed  and  no  channel  of  business  would  be  dis- 
turbed unnecessarily.  Now,  when  I  state  to  you  that  I  know  posi- 
tively that  the  Food  Administration,  in  making  this  contract  with 
these  refiners,  contemplated  this  3  cents  a  huncured  poimds,  I  know 
it  because  Mr.  Hoover  himself  last  week  told  me  so;  and  he  told  me 
why  he  had  figured  that  he  got  this  cost  of  84.7  points,  which  in- 
cluded the  cost  of  refining,  uv©  cost  of  marketing,  the  cost  of  the 
brokerage,  and  the  profit  during  a  period  of  many  prewar  years. 
Now,  I  state  to  you  that  it  womd  be  physically  impossible,  unless 
we  went  on  the  French  system  of  coinage,  and  then  wiped  out  the 
broker,  the  jobber,  and  the  retailer,  to  get  that  sugar  to  the  ultimate 
consumer  and  save  that  3  cents  a  nundred  pounds  to  him.  It  is  too 
small. 

The  Chairman.  Now,  let  us  figure  that  3  cents  a  hundred  pounds. 
The  ordinary  consumer  never  buys  more  than  one  dollar's  worth  of 
sugar  at  a  tune,  does  he  ? 

Air.  Lamborn.  I  think  in  the  West,  in  your  territory,  yes;  they 
buy  25  to  100  pounds,  and  do  not  consider  it  hoarding. 

The  Chairman.  They  do  not  do  that  out  in  my  part  of  the  country. 

Mr.  Lamborn.  Yes,  they  do;  both  in  Kansas  and  Missouri  and 
Oklahoma. 

The  Chairman.  You  mean  the  farmers  ? 

Mr.  Lamborn.  I  mean  the  farmers,  yes. 

The  Chairman.  Well,  let  us  say  that  a  farmer  bought  25  pounds. 

Mr.  Lamborn,  He  buys  100  pounds  in  your  territory,  because  they 
are  all  well  to  do  out  there.  They  have  got  the  money,  and  they 
want  to  get  the  sugar. 
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The  Chairhan.  There  is  not  a  fanner  in  6,000  in  the  State  of 
Missouri  that  buys  100  pounds  of  sugar  at  a  time.  They  do  not  go 
to  town  once  in  six  months  out  there;  they  go  to  town  about  five 
times  a  week,  and  they  have  automobiles,  and  they  buy  like  other 
folks  do. 

Mr.  Laubobm.  Senator,  pardon  me;  I  do  not  want  to  contradict 
your  statement,  but  I  know  they  do. 

The  Chaibman.  Well,  I  live  in  that  countrv,  and  I  know  more 
about  Missouri  than  all  the  men  who  live  in  New  York  because  I 
live  there;  and  the  man  that  does  not  know  anything  about  it  is 
the  fellow  that  lives  in  New  York.  He  is  mighty  wise  in  his  own 
way  and  within  his  own  city  limits,  but  I  will  not  let  him  tell  me  any- 
thing about  sugar  in  Missouri ;  and  much  as  I  like  you,  Mr.  Lambom, 
I  wiU  not  let  you  tell  me  anything  about  sugar  in  Missouri. 

But  I  am  trying  to  figure  this  out:  The  average  householder,  if  ho 
buys  one  dollar's  worth  of  sugar  at  10  cents  a  pound  would  get  10 
pounds  of  sugar;  and  if  there  is  only  3  cents  difference  on  the  100 
pounds,  do  you  mean  to  say  he  cotdd  not  divide  that;  he  could  not 
carry  tnat  to  the  ultimate  consumer,  because  it  would  be  only  3 
mills? 

Mr.  Lahbosn.  Because  it  would  be  only  3mrlls:  exactly. 

The  Chaibman.  Now,  if  he  was  one  or^ those  fellows  that  bought 
the  whole  100  pounds  of  sugar  at  once,  it  might  be  possible  to  give  it 
tor  him. 

Mr.  Lamboen.  Yes. 

TheCHArsHAN.  But  it  is  mighty  improbable;  is  it  noti 

Mr.  Lamborn.  I  do  not  think  it  ia  vetr  probable. 

The  CHArsHAN.  Such  things  as  that  do  not  count* 

Mr.  Lahbobn.  Not  in  this  world;  the  busine^  is  too  big,  Senator. 

The  CHArRHAK.  Now,  you  spoke  a  little  while  ago  about  an  inter- 
esting tiling  to  me,  at  least. 

Senator  Jones.  Let  me  ask  some  questions  about  this  3  cents  a 
hundred  pounds. 

The  Chairuan.  Certainly. 

Senator  Joneb.  You  say  that  when  you  were  haadling  these  sugars 
you  bought  thom  as  cheaply  as  you  could  get  them  from  the  refiners! 

Mr,  Lamborn.  Always, 

Senator  Jones.  Did  you  ever  take  into  consideration  as  small  an 
amount  as  3  cents  a  hundred  in  such  dealings  t 

Mr.  Lamborn.  The  market  generally  goes  by  5  cents  or  10  cents 
a  hundred  pounds,  and  alwajra  the  Fedei^'s  price  or  Arbuckle's  price 
or  McCahan's  price  or  the  Pennsylvania'sVrice  goes  up  or  down 
5  cents  or  10  cents  a  hundred  pounds.    When  we  had  th 
supply  and  demand  operating,  the  trade  always  went  to  the 
Bellers,  except  those  people  who  thought  that  they  had  tc 
certain  brand  of  sugar;  and  any  refiner,  whether  nis  capa 
3,000  barrels  or  10,000  barreb  a  day,  who  would  cut  the  n 
the  summer  time  or  oven  in  the  wintertime  and  keep  open 
cut  which  the  other  refiners  would  not  meet  for  a  period  somt 
one  hour,  generally  for  six  hours  and  infrequently  for  n  da; 
oversell  himself  For  a  period  of  two  weeks  to  30  days.    I  havt 
finors  oversell  themselves  for  two  months  by  cutting  the 
cents  a  hundred  pounds. 
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Senator  Jones.  And  sometimes  they  would  cut  it  5  cents  a  hun- 
dred pounds  ? 

Mr.  Lamborn.  Sometimes  5  cents  a  hundred,  sometimes  20»  and 
I  have  seen  it  cut  half  a  cent  a  pound.  Of  course  these  violent 
fluctuations 

Senator  Jones,  And  you  would  give  your  wholesale  customers  the 
benefit  of  that  5  cents  a  hundred,  woula  you  ? 

Mr.  Lamborn.  Invariably;  because  we  do  not  buy  sugar  in  this 
country  as  merchants.  We  are  brokers,  and  are  not,  as  I  have  tried 
to  explain  to  you.  Senator,  middlemen  in  the  conception  that  you  and 
the  other  Senators  and  the  average  man  know  the  man  handling  feed 
or  grain  or  potatoes  or  stuff  of  that  kind,  where  he  buys  from  a  man, 
seeking  the  cheapest  seller,  and  then  seeking  the  highest  buyer.  Our 
brokerage  is  paid  for  the  service  of  keeping  om*  trade  supplied  with 
information;  and  your  wholesale  grocers  in  New  Mexico  [addressing 
Senator  Jones],  whom  we  do  not  sell  to,  if  we  were  selling  them  from 
our  New  Orleans  office,  or  if  we  were  selling  your  trade  [addressing 
Senator  Vardaman],  which  we  are,  Senator,  from  our  New  Orleans 
office,  and  vour  trade  Jaddressing  the  chairman],  from  either  New 
Orleans  or  New  York,  in  open  markets,  I  mean,  we  seek  the  lowest 
refiner;  the  refiner  bills  that  sugar  at  the  price  we  buy  it  from  him, 
and  he  pays  us  this  3  cents  a  hundred  pounds.  We  do  not  take  any 
risk  in  tnis  American  business  in  selling  refined  sugar.  I  want  to  g^ 
that  clear  in  your  minds.  We  are  not  acting  in  the  sense  of  tiie 
middleman  as  you  imderstand  it.  In  other  words,  the  jobber  pays 
our  brokerage  in  the  price  he  pays.  The  refiner  pays  it  to  us  for 
account  of  the  jobber  m  that  way,  because  he  includes  it  in  his  cost 
of  refining. 

Senator  Jones.  What  I  was  trying  to  get  at  is  this:  You  say  a 
reduction  in  the  price  of  3  cents  a  himdred — — 

Mr.  Lamborn.  No;  the  refiners  do  not  cut  it  3  cents  a  hundred. 
They  cut  it  5  cents,  10  cents,  15  cents,  20  cents,  25  cents,  and  prices 
like  that. 

Senator  Jones.  I  say,  you  have  said  that  a  reduction  of  3  cents  a 
hundred  pounds  would  not  benefit  the  consumer  any.  How  much  of 
a  reduction  is  necessary  before  the  consumer  gets  the  benefit  of  it? 

Mr.  Lamborn.  I  should  say  a  reduction  of  10  points  would  be  the 
minimum.  In  other  words,  if  a  jobber  in  Kansas  Gty  or  in  Hatties* 
burg,  or  wherever  he  may  be,  or  in  Las  Vegas — I  do  not  know  what 
town  you  come  from,  Senator — ^if  the  Western  Sugar  Refining  Co.  or 
the  be^t  people  cut  the  market  10  cents  a  hundred,  and  there  was 
serious  competition  among  the  jobbers  there,  they  might,  in  selling 
that  to  the  retail  trade,  cut  their  price  10  cents  a  hunched.  I  do 
not  think  they  would  do  it  for  5  cents  a  hundred;  certainly  not  in 
your  territory. 

Senator  Jones.  Who  would  get  the  benefit  of  a  cut  of  5  cents  a 
hundred  ? 

Mr.  Lamborn.  The  retailor  would  got  it,  not  the  consumer,  cer- 
tainly not.  He  could  not  get  it,  Senator,  because,  for  instance,  you 
take  New  York  City.  The  average  buyer  in  New  York  City,  where  the 
population  is  so  dense,  where  there  are  5,000,000  or  6,000,000  people 
m  that  metropolitan  district,  buys  1  pound  or  5  pounds;  very  seldom 
more  than  5  pounds.     Now,  how  could  you  possibly  give  tnem  the 
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benefit  of  a  cut  of  5  cents  a  hundred  pounds  1  If  the  maricet  waa  cut, 
as  it  has  been  cut  during  the  last  2  years,  sometimes  haU  a  cent  a 
pound,  he  might,  on  a  purchase  of  5  pounds,  save  2  cents. 

Senator  Jones.  What  is  the  object,  then,  in  making  a  cut  of  S 
cents  a  hundred)  It  does  not  increase  the  consumption  by  lowering 
the  price  to  the  consiuner.  What  is  the  object  in  reducing  it  only  & 
cents  a  hundred? 

Mr.  Lahbokn.  I  will  tell  you.  When  the  mai^in  was  S4.7  a 
hundred  pounds  over  a  period  of  nearly  20  yeais,  an  average  margin 
of  that  kmd,  where  refiners  were  taking  great  risks  in  buying  60-aay 
and  90-day  supplies  of  raws,  where  they  might  have  made  a  pront 
and  then  simply  cut  the  market  5  points,  and  another  man  might 
cut  it  5  or  10  points — frequently  we  have  seen  as  high  as  5  cms  oy 
one  refiner  of  5  or  10  points  on  a  single  day — the  entire  profits  might 
be  wiped  out;  and  when  the  margin  was  84.7  points,  a  cut  of  5  cents 
a  htmdred  pounds  was  not  a  serious  cut,  but  a  10-point  cut  was 
frequently  a  very  serious  cut,  and  a  15-point  cut  would  wipe  out  the 
refiner's  entire  profit  on  the  100,000  barrels  or  the  200,000  barrels 
or  the  50,000  barrels  he  might  sell;  but  it  never  got  to  the  ultimate 
consumer  unless  the  price  declined  during  a  period  of  six  months  or 
a  year  to  the  extent  of  1  cent  a  pound,  or  advanced  that  much. 
Senator  Jones.  What  is  the  purpose,  then  1 
Mr.  LiAMBOON.  Competition;  the  serious  competition  that  has 
existed  in  the  sugar  business  ever  since  I  was  a  boy.  There  has 
always  been  serious  competition,  best  illustrated  by  the  fact  that  the 
American  Sugar  Kefining  Co.,  when  I  went  into  the  business  as  a 
broker,  had  practically  the  same  amount  of  sugar  in  tons  to  refine 
that  they  are  now  refining.  At  that  time  they  controlled  practically 
95  per  cent  of  all  the  sugar  in  the  United  States.  To-day,  as  you 
know,  they  control  but  40  per  cent;  and  the  independent  refinera 
have  buOt  themselves  up  at  the  cost  of  great  effort,  great  fighting, 
during  sU  this  period  of  years,  until  now  they  have  about  12  to  13 
refineries. 

Senator  Vabdahan.  Do  you  mean  to  say  that  the  objection  to 
Mi.  Babst  on  this  commission  is  due  entirely  to  his  effort  to  cut  out 
the  broker? 

Mr.  Laubobn.  Senator,  positively  not.  Our  firm,  since  the  1st 
day  of  November,  have  in  our  circular,  as  a  matter  of  what  we  con- 
sicfered  our  conscientious  duty,  almost  our  rehgious  duty,  at  great 
risk  to  our  business,  especially  in  the  future,  when  we  were  not  under 
food  control^ — this  man  certainly  will  never  foi^ive  our  firm  for  the 
attitude  we  have  taken.  We  never  thought  he  waa  going  to  cut 
off  the  broken.  That  has  not  anything  to  do  with  my  feelt 
against  him— not  that  much  [snappmg  the  fingers]. 

The  Chaihman.  What  do  you  say  you  have  done  ?  You  did  e 
tell  us  what  it  was. 

Mr.  Lahbobn.  We  have  issued  circulars  during  a  period  of  fi 
weeks  since  the  1st  day  of  November  showing  the  practices  of  tl 
man,  calling  attention  to  them  openly. 

The  Chairman.  That  was  before  he  cut  off  the  brokers  ? 

Mr.  Lahbobn,  Nearly  a  month  before.     We  have  called  it  opoi 

to   the  ottention  of  the  entire  trade  of  the  United  States  ana  t 

aug^ar  trade  of  the  world,  issuing  5^00  to  7,000  circulars  week 

which  we  have  voluntarily  issued.     We  never  have  accepted  a  pen 
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for  otir  weekly.  We  are  not  a  statistical  paper  like  Willett  and  Gray 
and  some  of  these  other  papers;  but  we  have  put  these  circulars  out, 
paid  for  them  ourselves,  paid  for  Aie  stami)s  out  of  our  own  pockets, 
to  show  this  man  up  in  the  position  in  which  we  honestly  and  truly 
believe  he  is,  and  we  have  done  it  as  a  matter  of  absolute  auty^  know- 
ing that  when  the  food  control  was  over  he  certainly  would  eliminato 
us  as  far  as  distributors  of  sugar  for  his  company  was  concerned, 
if  he  still  is  with  the  American,  and  we  would  welcome  it  under 
competition.  If  you  want  to  see  these  letters  which  have  gone  to 
all  your  trade,  which  have  gone  to  every  distributor  and  every  manu- 
facturer  in  the  United  States,  to  every  buyer  and  every  producer  of 
sugar  throughout  the  world  as  far  as  we  know  his  name,  I  shall  be 
glad  to  produce  them. 

TheCHAiKMAK.  You  may  file  a  set  of  them  with  us. 

Mr.  Lamborn.  We  have  called  him  openly  sophistry  personified 
and  an  opportunist  rampant.  [Laughter.]  We  have  nothing  to  take 
back  from  it  in  view  of  his  recent  action,  and  I  know  that  we  ex- 
pressed, and  I  voice,  the  feeling  of  unrest  and  suspicion  in  practically 
the  entire  sugar  trade  of  this  country. 

Senator  Vabdabian.  I  think  the  investigations  are  bringincc  out  the 
fact  that  it  is  quite  unfortunate  that  these  patriots  for  pelf  should 
be  placed  in  positions  of  that  character  where  they  have  to  pass 
upon  questions  of  a  public  nature  which  affect  their  pnvate  pecumary 
interests. 

Mr.  liAifBOBN.  Senator,  you  speak  of  them  collectively.  I  have 
known  Mr.  Jamison  for  many  years.  I  think  he  is  a  man  who  is  a 
real  patriot. 

Senator  Vabdabian.  I  am  not  talking  about  this  commission  par- 
ticularly. I  am  talking  about  the  system  in  vogue  generally — the 
coal  system,  and  the  seuing  of  clothing  to  the  Army,  and  all  that. 

Mr.  Lambobn.  I  will  state  that  as  far  as  the  other  members  of  that 
committee  are  concerned,  I  believe  that  Mr.  William  A.  Jamison  is 
a  true  patriot  and  a  man  who  was  taking  a  tremendous  duty  upon 
himseu  in  accepting  a  position  on  that  committee.  He  aid  not 
have  to.  He  has  nothing  to  gain.  He  has  everything  to  lose  from 
the  standpoint  of  his  pocket.  He  is  a  very  wealthy  man  and  a  very 
busy  man.  I  have  heard  some  testimony  to  the  effect  that  Mr. 
Rolph  gave  up  a  most  lucrative  position,  nas  no  connection  sng]^ 
interests  at  all^  and  gives  his  imdivided  services  to  this  thing.  The 
other  man  is  president  of  the  American  Sugar  Refining  Co.,  and  all 
the  men  until  recently  connected  with  the  IntomationS  Sugar  Com- 
mittee, and  the  clerical  force  there,  and  the  executive  force,  and  in 
such  positions  as  Mr.  Mott's,  all  came  from  his  company. 

Senator  Jones.  You  speak  of  Mr.  Jamison.  He  is  in  the  sugar 
business,  too,  is  he  noti 

Mr.  Lambobn.  Yes,  sir. 

Senator  Jones.  You  have  not  made  any  complaint  of  his  being 
on  that  committee. 

Mr.  Lambobn.  No,  I  have  not,  and  I  never  will,  and  you  will  never 
find  anybody  else  in  the  trade  making  complaint  of  nim. 

Senator  Jones.  Has  not  be  the  same  opportunities  as  Mr.  BabstI 

Mr.  Lambobn.  Undoubtedly;  but  Mr.  Jamison 

Senator  Jones.  Why  do  you  not.  object  to  him,  ihen? 


SHOBTAQB  OF  8T7QAS.  811 

Mr.  Lahbobn.  Because  I  have  never  spoken  to  Mr.  Jamison  since 
he  was  on  the  international  committee  until  I  met  him  in  the  Indian 
Affairs  room  about  two  week  ago.  Whyl  Because  there  never  has 
been  in  my  mind  the  slightest  thought  tnat  he  would  use  his  position 
for  his  personal  gain  or  that  of  his  company. 

Senator  Jones.  Then  it  is  not  the  fact  of  his  being  in  a  position 
to  get  this  information  which  you  object  to  so  much  as  the  character 
of  the  man  who  would  probably  use  it  to  his  advantage  ?    Is  that  itf 

Mr.  LiAMBOBN.  My  personal  opinion  of  Mr.  William  A.  J.amison — 
let  me  put  it  to  you  tnis  way — ^is  that  if  you  and  I  were  refiners  not 
on  that  international  committee  and  he  was  serving  on  that  inter- 
national committee,  he  would  favor  us  to  his  own  disadvantage 
before  he  would  take  the  slightest  advantage  to  himself.  Now,  that 
is  from  a  personal  experience  with  Mr.  Jamison  covering  many  years. 

Senat<»r  Jones.  The  mere  fact,  then,  that  Mr.  Jamison  is  m  the 
sugar  business  does  not  in  your  opinion  disqualify  him  for  a  position 
on  that  commission? 

Mr.  Lambobn.  No  :  and  there  are  other  men  in  the  sugar  business 
that  would  not  be  disqualified  either,  in  my  opinion. 

Senator  Jones.  I  see.  Then  your  criticism  goes  not  to  the  system 
of  putting  simar  men  on  the  commission,  but  to  putting  on  the  com- 
mission the  kind  of  men  that  Mr.  Babst  is? 

Mr.  Lambobn.  Well,  now.  I  have  given  considerable  thought  to 
that,  and  my  feeling  is  centered  as  you  can  see  here,  on  the  par- 
ticular man,  Mr.  Babst.    Do  you  see.  ? 

Senator  Jones.  Yes. 

Mr.  Lambobn.  But  I  believe  that  if  it  could  have  been  found  that 
there  were  men  among  the  people  not  in  the  sugar  business,  broad- 
minded  men,  such  men  as  you  know  and  as  I  nave  met  time  and 
again  during  my  life,  who  have  a  broad  grasp  of  big  situations,  who 
could  auicluy  adapt  themselves  to  the  sugar  business,  there  would 

Srobably  be  less  unrest  if  there  were  no  refiner  on  that  committee.' 
»ut,  understand,  I  am  not  criticizing  the  other  two  members  of 
that  committee.  From  this  correspondence  with  Mr.  Rolph  I  am 
satisfied  that  some  one  influenced  Mr.  Rolph  to  take  that  position 
and  not  that  Rolph  desired  to  do  it,  but  because  he  was  not  familiar 
with  the  terms  and  conditions  of  the  sugar  business  in  the  East; 
that  is  all. 

Senator  Jones.  You  think,  then,  that  it  is  all  right  to  have  Rolph 
and  Jamison  on  that  commission  ? 

Mr.  Lambobn.  Listen:  I  have  tried  to  make  myself  clear.  I  be- 
lieve, as  an  Amoricaii  citizen — ^not  as  a  broker  or  as  a  merchant  in 
sugar — that  it  probably  would  have  been  better  if  broad-minded  men 
could  have  been  put  on  that  commission  and  then  worked  with  the 
refiners'  committee,  men  who  were  not  in  the  sugar  trade,  but  had  a 
broad  grasp  of  large  businesses;  but  since  these  other  two  men  are  on 
the  committee,  I  do  not  believe  that  Mr.  Hoover  could  have  selected 
better  men.  In  the  first  place,  I  should  like  to  quaUfy  it  and  tell  you 
wh^. 

I  do  not  think  Mr.  Rolph  has  the  knowledge  of  the  eastern  sugar  busi- 
ness that  some  of  the  men  in  the  business  nave,  but  I  think  ne  is  the 
ideal  man  to  bringmen  together,  and  I  believe  if  he  has  no  bad  influences 
around  him  he  can  cement  and  make  cohesive  not  only  the  refiners, 
80  that  they  will  work  harmoniously  with  the  Food  Administration, 
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but  the  merchants  aiid  the  brokers.  I  stated  to  Mr.  Rolph  on  August 
29:  ''When  you  come  to  New  York,  you  will  find  there  a  situation 
diflFerent  than  you  have  had  on  the  Pacific  coast.  You  know  some- 
thing of  it,  but  you  do  not  know  all  about  it.  If  you  wUl  come  to  New 
York  and  hire  a  hall  and  get  all  the  refiners,  all  the  leading  merchants, 
all  the  leading  brokers  together,  and  meet  them  and  ta&  with  them 
and  get  their  ideas,  and  talk  the  way  you  are  talking  to  me,  you  will 
have  a  situation  and  a  condition  in  tne  sugar  trade  that  never  existed 
here  before. ' '  But  to  the  contrary.  Senator,  in  all  this  period  I  tell  you 
I  do  not  beUeve  that  any  merchant,  with  possibly  one  importaat 
exception  in  New  York  who  has  cause  to  be  very  dose  to  Mr.  fiabst— 
I  do  not  beUeve  that  any  of  the  merchants  ana  certwnly  none  of  the 
brokers,  so  far  as  I  know,  know  anything  that  is  going  on,  whereas 
heretofore  the  refiners  depended  on  the  merchants  and  the  brokers. 
Why,  the  refiners  never  attempted  to  buy  sugars  unless  they  asked 

Senator  Jones.  Well,  now,  Mr.  Lambom 

Mr.  Lamborn.  You  have  asked  me  a  question,  and  I  have  tried  to 
answer  it.  I  have  tried  to  answer  you  honestly  and  not  as  a  su^ 
broker,  but  as  an  American  citizen,  trying  to  answer  you  in  the  line 
of  my  duty. 

Senator  Jones.  I  beheve  that  is  true,  but  I  want  to  be  a  little 
briefer  if  I  can.  You  do  not  think  Mr.  Jamison  is  going  to  be  & 
figurehead  on  that  commission,  do  you? 

Mr.  Lamborn.  No;  and  I  will  tell  you  why:  As  man;^  times  as  I 
have  met  Mr.  Jamison,  frequently  in  the  past  several  times  a  day« 
and  although  I  think  I  am  supposed  to  know  Mr.  Jamison  as  well  as 
any  broker  on  the  street — I  believe  that  is  correctly  stated — ^I  do  not 
know  anything  about  him  on  that  international  committee.  I  know 
that  he  is  almost  a  sphinx  in  business.  I  know  that  I  have  taken  very 
large  propositions  to  him,  as  much  as  300,000  ba^  of  Louisiana  su^ 
at  a  smgle  time,  and  he  has  said  to  me:  ^'I  will  think  it  over;  bring 
these  men  back  at  3  o'clock,  and  I  will  let  you  know."  I  have  gone 
back  at  3  o'clock,  and  he  said:  ''Have  you  a  contract  drawn  npV* 
**No;  we  did  not  suppose  you  would  be  interested."  '*Well,  I  am 
interested,  and  I  will  buy  those  sugars" — as  quick  as  that.  On 
another  occasion,  I  waited  for  him  for  an  hour  to  sell  me  20,000  tons 
of  sugar  for  export.  His  attitude  when  I  went  to  see  him  first  indi- 
cated verv  clearly  to  mv  mind  that  he  expected  to  sell  it.  When  I 
went  back  in  an  hour  ne  said:  ''Not  interested,"  and  that  was  all 
there  was  to  it. 

Senator  Jones.  Who  told  you  that? 

Mr.  Lamborn.  Mr.  Jamison,  in  the  past.  I  am  speaking  of  what 
has  occurred  in  the  past,  sir.  I  do  not  think  any  one  can  fathom  his 
mind  who  is  not  connected  with  his  own  business.  Therefore  I  cer- 
tainly do  do  not  thbik  he  will  be  a  figurehead — no;  but  how  aggressive 
he  will  be,  I  do  not  Imow. 

Senator  Jones.  Mr.  Lamborn.  as  I  understand  it,  aU  that  the  com- 
mission has  to  do  is  really  to  allocate  the  raw  sugars  which  are  im- 
ported into  this  country,  is  it  not  ? 

Mr.  Lamborn.  No,  no;  they  do  not  allocate  the  sugar;  they  buy  the 
su^ar.     The  American  refiners'  committee  allocate  it. 

benator  Jones.  Now,  let  us  see  if  we  understand  each  other  or  not. 
My  understanding  is  that  the  international  commission  buys  the 
sugars  and  allocates  them  as  between  the  Governments. 
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Mr.  Lambobn.  Oh,  yes. 

Senator  Jokes.  That  is  true,  is  it  not  f 

Mr.  Lambobn.  Yes;  the  Royal  Commission  on  Sugar  Supply,  of 
which  Sir  Joseph  White-Todd — '— 

Senator  Jones.  They  allocate  the  sugar  to  the  various  allied 
Governments  ? 

Mr.  Lambobn.  Those  foreim  members  allocate  the  sugar  to  the 
allied  Governments,  the  Britisn,  French,  and  Italian ;  yes. 

Senator  Jones.  That  was  my  understanding  of  it.  The  quantity 
of  sugar  which  comes  to  America,  then,  is  allocated  by  this  other 
commission,  or  refiners'  conmiittee,  of  which  Mr.  Babst  is  not  a 
member? 

Mr.  Lambobn.  No  ;  but  the  vice  president  of  his  company  is — ^Mr. 
Parker. 

Senator  Jones.  Yes.  Now,  referring  to  this  international  com- 
mittee, what  did  Mr.  Babst  gain  by  any  knowledge  he  had  by  reason 
of  being  on  the  committee*  What  could  he  do?  He  could  not 
allocate  the  shipments  to  his  refinery,  and  he  would  not  have  any 
more  information  than  Mr.  Jamison  would  have  or  Mr.  Rolph  would 
have.  In  the  first  place,  I  am  at  a  loss  to  see  just  how  he  could 
benefit,  knowing  the  quantity  of  sugar  which  could  come  to  America, 
when  Mr.  Jamison  would  know  it  and  Mr.  Rolph  would  know  it,  and 
you  do  not  complain  as  to  those  two  gentlemen.  Do  you  think  that 
Mr.  Jamison  would  sit  on  that  committee  and  permit  Mr.  Babst  to 
take  personal  advantage  of  the  situation  without  making  some 
trouble  over  it  ?    Do  you  think  Mr.  Jamison  would  do  that  ? 

Mr.  Lambobn.  You  have  now  put  a  question  that  I  would  prefer 
you  had  not  put.  No,  I  do^not  think  he  would  knowingly;  but  the 
very  fact  that  Babst  is  doing  business  and  is  prominent  on  the  inter* 
national  committee  as  well  as  president  of  the  American  Sugar 
Refining  Co.  shows  clearly  that  he  will  do  for  his  company  what  ne 
can,  and  Mr.  Jamison  will  do  for  his  company  simply  m  accordance 
strictly  with  the  spirit  of  that  contract. 

Senator  Jones.  So  far  as  the  Cuban  sugars  are  concerned,  the 
fact  that  he  will  favor  his  own  refinery  in  some  way — ^just  how,  I  must 
confess  I  am  unable  to  understand — ^is  a  mere  supposition,  is  it  not  ? 

Mr.  Lambobn.  I  think  it  is  based  on  a  pretty  clear  fact  in  regard 
to  that  Louisiana  purchase. 

Senator  Jones.  But  the  su^ar  had  not  come  in  yet. 

Mr.  Lambobn.  I  say  I  think  it  is  based  on  a  pretty  clear  fact  in 
regard  to  the  Louisiana  purchase. 

Senator  Jones.  What  you  are  complaining  about  is  the  Louisiana 
situation  ? 

Mr.  Lambobn.  Not  alone. 

Senator  Jones.  And  you  take  that  as  conclusive  evidence  that 
Mr.  Babst  is  going  to  use  his  position  here  in  regard  to  the  Cuban 
sugars  to  his  private  advantage,  as  I  take  it.  You  are  referring  now 
to  the  Louisiana  situation  as  conclusive  evidence  of  that  fact  ? 

Mr.  Lambobn.  I  say  that  the  amount  he  received  from  the  Louisiana 
transaction,  and  if  he  had  received  the  amount  he  expected  and  that 
he  had  contracted  for,  would  certainly  have  worked  materially  to 
his  benefit.  The  fact  that  he  is  forcing  package  sugars  on  an  unwilling 
trade  is  another  thing,  and  the  fact  tnat  he  was  pushing  sugars  to 
the  retail  trade  under  this  contract,  which  he  should  not  have  done, 
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taking  that  profit :  and  the  fact  that  he  is  attempting  to  wipe  out 
the  brokers  and  tneir  small  profits — all  of  these  tnings  I  think  are 
sufficient  to  draw  a  conclusion  from. 

Senator  Jones.  You  think  all  those  things  establish  the  fact  that 
he  is  untrustworthy,  and  therefore  he  will  use  his  position  to  his 
personal  advantage  ? 

Mr.  Lamborn.  I  will  say  this;  that  I,  as  a  merchanti  having  built 
up  from  60  to  65  per  cent  of  the  entire  export  business  in  refined 
su^ar  from  the  Umted  States  during  this  war^  and  considering  that 
prior  to  the  war  there  was  practically  no  export  of  refined  sugar, 
that  we  will  be  in  a  state  of  unrest,  as  we  are  now  in  a  state  of  abmiv 
if  this  man  continues  on  the  committee  and  must  know  not  only 
the  national  but  the  international  business.  I  can  not  seU  a  cai^ 
to  Switzerland  or  Norway,  as  we  have  done  in  the  past,  without  that 
man  knowing  in  advance  all  about  it.  We  sacredl]^  guarded  those 
things  before.  After  we  knew  that  this  man  was  goin^  to  use  those 
thin^  to  his  own  advantage  we  were  naturally  in  a  disturbed  state 
of  mmd,  and  if  you  were  in  our  position  you  would  be  in  a  disturbed 
state  of  mind,  and  we  are  not  alone  in  it. 

Senator  Jones.  I  think  if  I  were  a  broker  at  this  particular  time, 
knowing  what  I  do  from  the  testimony  hero,  I  should  be  very  much 
concerned  about  my  business.  But  that  is  another  Question.  Now, 
what  relation  do  you  say  you  had  with  the  Englisn  Government  t 
They  appointed  you  what  ? 

Mr.  Lamborn.  I  am  their  personal  agent  in  the  distributing  of 
tonnage  pertaining  to  the  shipment  of  sugars  from  the  United  States 
and  from  Cuba. 

Senator  Jones.  Yes.  Now,  then,  your  firm  is  also  a  brokerage 
firm? 

Mr.  Lambobn.  Yes,  sir. 

Senator  Jones.  And  they  aro  also  merchants? 

1^.  Lambobn.  Yos,  sir. 

Senator  Jones.  Has  your  firm  sold  any  sugars  to  the  allied  coun- 
tries since  you  have  been  agent  for  the  Englisn  Qo vemment  ? 

Mr.  Lambobn.  As  brokers  we  have  sold  them  very  lai^  amounts 
in  competition  with  all  the  other  brokers.  Any  broker  could  compete 
for  that  business. 

Senator  Jones.  Did  the  fact  that  you  were  a^ent  of  those  countries^ 
to  control  the  tonnage,  and  your  knowledge  of  when  vou  were  going 
to  have  tonnage,  and  the  extent  of  it,  aid  your  brokerage  concern 
either  as  brokers  or  as  merchants  in  their  competition  with  other 
brokers  and  merchants? 

Mr.  Lambobn.  Before  God  I  can  truly  say  that  it  never  (fid. 

Senator  Jones.  It  never  did  ? 

Mr.  Lambobn.  It  never  did  and  I  can  tell  you  why.  That  is  hard 
for  you  to  understand,  I  judge,  from  the  careful  manner  in  which 
you  have  prepared  that  question.  We  never  had  tonnage  allotted 
to  us  until  after  the  sugars  were  sold.  We  frequently  do  not  know 
\mtil  long  periods  after  the  sugar  is  sold  when  the  tonnage  will  be 
allocated.    That  is  a  positive  statement  of  fact. 

Senator  Joneb.  But  you  did  know  that  you  would  be  in  possession 
of  this  knowledge  as  to  tonnage  before  any  other  broker? 
;  Mr.  Lambobn.  Yes;    but,  Snator  Jones,  please  bear  strictly  in 
mind  that  no  tonnage  has  ever  been  allotted  to  us  to  distribute  until 
tne  sugar  has  first  been  purchased. 
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Senator  Jones.  Well- 


Mr.  Lambobn.  In  other  words,  there  was  no  advantage  that  we 
ever  nsed^  There  was  an  advantage  if  we  had  desired  to  take 
advantage  of  it  after  the  tonnage  was  allotted;  but  we  have  never 
used  that  advantage,  and  I  know  oiur  worst  competitors  will  say  so. 

Senator  Jones,  i  am  not  trying  to  show  you  have  used  it  to  your 
advantage. 

Mr.  Lambobn.  But  you  apparently  tried  to  eet  from  me  a  reply 
showing  that  I  had  an  advantage  in  holding  tnat  position.  There 
never  has  been  any  advantage.  . 

Senator  Jones.  I  was  trying  to  ascertain  whether  or  not  you  had 
used  yoiur  position  for  any  aovantage  and  show  that  you  were  in  a 
position  to  get  some  advantage  to  your  concern.  I  did  not  mean  to 
intimate  that  you  had  done  so  and  I  do  not  intend  to  intiqxate  such 
a  thing  now. 

Mr.  Lambobn.  Well,  I  have  rejdied  very  emphaticallv.  We  have 
never  been  in  the  position,  even  if  we  wanted  to — ^we  nave  been  in 
a  position,  when  we  had  raw  or  refined  sugars  sold,  and  we  will  say 
otner  brokers  at  the  same  time  had  raw  or  refined  sugars  sold,  but 
I  know  that  our  worse  competitors  know  that  we  leaned  over  to 
supply  them  equally  with  ourselves,  frequently  against  our  own 
interests;  and,  furthermore,  the  Royal  Commission  on  the  sugar 
supply  Imow  that,  and  some  of  those  competitors  are  right  in  this 
room. 

Senator  Jones.  I  am  not  going  to  accuse  vou  of  doing  any  wrong 
and  I  do  not  want  the  intimation  to  go  out  tnat  I  am  supposing  that 
you  have  done  anything  wrong. 

Mr.  Lambobn.  I  am  not  houer  than  thou  in  any  sense  of  the  word, 
but  I  certainly  have  done  my  duty  by  the  Royal  Commission. 

Senator  Jones.  The  point  is  this.  If  you  were  in  a  position  to 
lean  in  favor  of  your  competitors,  were  you  not  in  a  position  to  lean 
against  your  competitors?  Not  whether  you  did  or  did  not,  but  if 
you  were  in  a  position  so  that  you  coidd  lean  in  favor  of  your  com- 
petitors, were  you  not  in  a  position  to  lean  against  your  competitors ! 

1^.  Lambobn.  As  I  have  told  you,  we  never  in  advance  had  a 
benefit.  After  business  has  been  consummated  we  could,  had  we  de- 
sired to  do  so,  have  aided  ourselves  slightly  in  allocating  tonnage  to 
move  sugars  from  sellers  from  whom  we  had  purchased  sooner  than 
some  other  house.     We  never  have  done  it. 

Senator  Jones.  I  see,  and  I  beUeve  your  statement  is  true.  I 
w^ould  not  question  it  for  a  moment.  But  does  not  the  fact  that  you 
were  in  a  position  to  do  that  and  did  not  do  it,  the  fact  that  Mr. 
Jamison  is  in  a  position  to  do  something  of  the  same  kind  and  will  not 
do  it,  and  Mr.  Kolph  is  in  a  position  to  do  something  of  the  same 
kind  and  will  not  do  it,  demonstrate,  or,  rather,  estaolish  the  fact 
that  the  system  of  putting  sugar  men  into  these  positions  is  not  nec- 
essarily a  vicious  one,  that  if  there  is  any  fault  growing  out  of  this 
system  it  is  because  they  happen  to  get  one  man  whom  you  believe 
to  be  dishonest  1 

Mr.  Lambobn.  I  do  not  say  he  is  dishonest. 

Senator  Jones.  Well,  who  uses  his  position  for  his  personal 
advantage  ? 

Mr.  Lambobn.  He  may  think  it  is  right;  he  may  believe  that  he 
is  doing  his  duty.     I  will  answer  your  question  by  sayijog  I  thinks 
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that  if  Mr.  Babst  is  off  that  committee  that  there  will  immediately 
be  a  state  of 

Senator  Jones  (interposing).  I  wish  you  would  ex{>lain  to  us  a 
little  further  what  your  duties  are  as  agent  of  the  British  Govern- 
ment. 

Mr.  Lamborn.  I  prefer  not  to  discuss  that  feature,  tmless  it  is 
necessary;  and  then  I  will  only  go  to  a  certain  point.  I  tried  to 
make  it  clear  that  tonnage  is  allocated  to  us.  Beyond  that  there  are 
certain  duties  that  I  think  I  should  not  go  into. 

Senator  Jones.  I  quite  agree  with  jrou. 

Mr.  Lamborn.  I  am  not  trying  to  increase  or  minimize  the  posi- 
tion we  hare  had. 

Senator  Jones.  I  am  not  going  to  try  to  bring  out  anything  you 
think  should  not  come  out,  in  your  judgment,  because  you  Know 
about  these  things. 

Mr.  Lamborn.  What  they  will  be  from  now  on  I  do  not  know. 
Our  duties  may  be  minimized  on  account  of  the  fact  that  Sir  Joseph 
White-Todd  is  here  representing  the  British  commission. 

Senator  Jones.  Did  you  have  anything  to  do  with  allocating  the 
tonnage  ? 

Mr.  Lamborn.  We  had  all  to  do  with  it,  absolutely  all  to  do  with 
it  until  Sir  Joseph  White-Todd  came  here.  The  vessels  would  be 
consigned  to  us.  They  may  have  told  us  of  the  amount  of  sugar  that 
certain  brokers  had  sold  to  them,  we  would  know  that  within  a  few 
days  or  maybe  a  day  after  other  competitors  of  ours  would  sell  it: 
but  we  never  made  that  information  public.  Then  when  the  vesseb 
would  be  consigned  to  us  we  would  distribute  them. 

Senator  Jones.  I  see.  You  would  distribute  the  tonnage  as  you 
thought  should  be  done. 

Mr.  Lamborn.  As  we  knew  should  be  done. 

Senator  Jones.  As  you  knew  should  be  done,  and  in  that  distribu- 
tion of  the  tonnage  you  leaned  in  favor  of  your  competitors  rather 
than  against  them  t 

Mr.  Lamborn.  I  can  truly  say  that  we  did,  and  I  believe  our  com- 
petitors will  say  it  is  a  fact  if  you  will  ask  them. 

Senator  Jones.  Yes.  Well,  now,  if  Mr.  Babst  were  as  high-mindod 
a  man  as  you 

Mr.  Lamborn.  I  prefer  that  you  would  not  make  such  a  compari- 
son. If  you  have  a  fine  opinion  of  Mr.  Babst  I  do  not  want  to  take 
it  away,  and  as  I  have  a  very  unfavorable  opinion  of  him  I  hope  you 
will  not  make  the  comparison 

Senator  Jones.  I  think  it  is  evident  that  you  have  a  very  unfavoiv 
able  opinion  of  him.  But  if  you  did  have  another  competitor  in  thoro 
as  hign-minded  as  Mr.  Jamison,  then  there  would  not  oe  any  troublo 
about  it 

Mr.  Lamborn.  I  wish  vou  w^uld  leave  out  the  comparison — tho 
remark  to  the  effect ''  as  high-minded  as  Mr.  Jamison."  I  have  not 
sought  the  comparison. 

^nator  Jones.  I  am  using  that  without  any  sarcasm  whatever.  I 
am  not  trying  to  cast  any  suspicion  upon  your  conduct,  because  from 
all  that  has  occurred  I  have  not  seen  any  reason  or  justification  for  it 

Mr.  Lamborn.  I  would  like  to  state  that  it  is  very  trying  to  mc  to 
be  here;  I  have  never  sought  this  opportunity;  I  have  never  written 
to  a  Senator  or  (Congressman  in  my  lue  regarding  the  sugar  situation, 
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and  Senator  Reed,  especially,  knows  my  attitude  in  this  matter.  I 
would  like  to  add  that  should  there  ever  be  a  change  and  Mr.  Babst 
would  voluntarily  leave,  or  be  asked  to  leave,  the  international  com- 
mittee, I  sincerely  hope  that  some  broad-minded  man  will  be  ap- 
pointed who  is  outside  the  sugar  business.  There  has  always  been 
nghting  and  grave  unrest  in  the  sugar  business  anyhow,  and  we  have 
had  enough  in  the  last  two  or  three  weeks  to  know  exactly  what  the 
sentiment  is,  and  I  hope  if  anybody  is  appointed,  that  somebody  who 
is  not  a  refiner  or  sugar  man  will  be  put  on  that  committee. 

Senator  Jones.  In  regard  to  that  package  sugar  which  the  American 
Sugar  Refining  Co.  is  pressing  upon  the  public,  Mr.  Babst  gave  it  as 
his  opinion  that  that  was  in  the  interest  of  conservation  and  that 
there  was  no  profit  made  out  of  it.  and  that  his  company  would 
really  profit  more  bj  selling  in  bulk  tnan  by  this  package  system,  but 
that  he  was  doing  it  as  a  conservation  measure.  Now  your  opinion 
differs  from  his  in  that  respect  t 

Mr.  Lamborn.  I  do  not  oeUeve  that  statement  to  be  correct  in  any 
sense.  I  furthermore  know  that  when  package  sugar  was  first  in- 
troduced some  years  ago,  and  while  the  cost  of  package  and  the  cost 
of  labor  has  since  advanced  a  good  deal,  it  was  then  put  at  10  and 
15  cents  a  hundred  above  granulated,  and  they  are  now  40  cents  on 
the  2^,  3,  and  5  pound  packages,  and  50  cents  on  the  1-pound  pack- 
ages above  granulated,  and  I  never  vnH  believe  that  they  have  ad- 
vanced that  much. 

The  CHAmMAN.  Then  this  conservation  began  a  good  many  years 
before  the  sugar  shortage  set  in  ? 

Mr.  Lambobk.  Tes.  I  have  the  authority  of  the  Great  Atlantic  & 
Pacific  Tea  Co.  to  state  that  they  do  not  want  package  sugars.  Wlion 
it  was  forced  on  them  they  were  limiting  every  family — not  indi- 
viduals but  every  family — to  1  pound  of  sugar  a  week.  I  know  it 
in  regard  to  the  C.  D.  Kennejr  Co.,  and  Mr.  Faut  is  here  to-ni^ht  and 
he  is  available  to  you  at  any  time.  They  are  the  greatest  distributors 
of  9  ugar  in  the  United  States,  by  far  the  greatest.  In  the  last  four 
months  they  have  not  given  us  an  order  for  one  package  of  sugar, 
and  I  know  that  when  their  sugars  have  been  sold  at  retaol  they  have 
endeavored  to  give  the  ultimate  consumer  some  sugar,  and  in  order 
to  do  so  both  these  companies  I  refer  to  have  been  forced  to  destroy 
the  package,  which  they  were  forced  to  buy  and  pay  40  cents  more  a 
hundred  for,  and  have  had  their  clerks  use  new  bags  and  paper 
and  twine  and  put  up  the  packages  in  smaller  size.  Now,  where  the 
conservation  is  1  do  not  know. 

Senator  Jones.  I  see.  There  may  be  some  difference  of  opinion 
about  that  and  I  will  not  pursue  it  any  further.  Now,  coming 
to  the  system  which  obtainocl  in  handling  the  sugars  in  Cuba  before 
tho  establishment  of  this  commission,  and  afterwards:  Before  the 
establishment  of  the  commission,  I  understand  the  brokers  and 
merchants  were  buying  sugars  in  Cuba  and  the  merchant  down 
there,  if  he  thought  the  market  was  going  up,  would  hold  the  sugar 
for  a  higher  market,  and  that  sort  of  thin^  ? 

Mr.  Lambobn.  That  was  more  particularly  true  of  the  planters 
themselves;  but  the  colonos  and  planters,  some  of  them,  were  weak 
financially  and  during  the  first  part  of  the  year  they  woidd  have  to 
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pay  these  moneys  back  on  shipments  of  sugars  in  January,  F^raftry* 
March,  and  April,  pay  so  much  out  of  shipments. 

Senator  JoKBS.  Then  the  planters  would  be  buying  the  su^ar 
from  the  colono! 

Mr.  Labcbobn.  And  the  merchant  would  be  buying  it  from  the 
planter  at  times  when  the  refiners  would  not  take  tne  great  bulk 
of  sugar  that  was  being  offered. 

Senator  Jones.  And  if  they  thought  the  market  was  going  up 
they  would  hold  the  sugar  and  get  a  mgher  price  for  it  t 

Mr.  Lambobn.  If  they  could;  frequently  it  did  not  work  out  that 
way. 

Senator  Jones.  And  I  imagine  the  price  fluctuated  quite  a  bit  f 

Mr.  Lambobn.  It  fluctuated  quite  a  bit;  yes,  especially  during  the 
war;  it  fluctuated  violently  at  tunes. 

Senator  Jones.  And  when  it  fluctuated  and  went  down  the  people 
there  were  buying  su^ar  from  these  colonos  at  a  low  price  1 

Mr*  Lambobn.  Wdl,  the  colono  sold  the  sugar  until  he  was  out 
of  debt,  at  what  he  could  get,  and  then  he  held  the  rest  of  it.  Let 
me  hear  that  question  if  you  please. 

(The  stenographer  repeated  the  question  as  follows:) 

Se&ator  Jones.  And  when  it  fluctuated  and  went  down  the  people  there  were 
buying  sugar  from  these  colonos  at  a  low  price? 

Mr.  Lambobn.  The  colono  during  the  first  period  when  he  was 
in  debt  and  had  to  pay  his  debts  back  to  the  centred  would  sell  bis 
sugar  automatically  at  the  bimonthly  price  fixed  in  Habana,  and 
these  sugars  would  be  shipped  to  the  ports  and  held  there.  The 
merchant  would  pay  to  the  central,  the  central  would  pay  to  the 
colono  or  credit  his  account.' 

Senator  Jones.  Let  me  understand  that.  With  these  colonos 
in  debt  and  under  absolute  necessity  to  sell  sugars  in  order  to  pay 
their  debts,  did  not  those  buyers  down  there  take  advantage  of  that 
situation  and  get  the  sugar  just  as  cheap  as  they  could  1 

Mr.  Lambobn.  I  do  not  think  they  took  advantage  of  the  situation. 
The  competition  in  Cuba  is  very  severe:  frecjuently  the  market 

Srice  in  Uabana  less  the  freight  to  New  York  is  more  than  it  is  in 
Tew  York;  in  other  words  the  competition  is  very  keen. 

Senator  Jones.  In  the  cattle  market,  for  instance,  when  there 
ia  a  great  big  run  of  cattle  on  the  market  it  has  been  my  observation 
that  tlxe  packers,  we  will  call  them,  or  the  buyers  on  the  stock  yards, 
knowing  that  the  cattle  are  there  and  must  be  sold,  or  that  it  is  more 
advantageous  to  sell  promptly  than  to  wait,  take  advantage  of  that 
and  put  down  the  price  of  cattle.  I  think  that  is  prob^Iy  so  in 
regard  to  every  other  commodity  so  situated,  and  what  I  would 
like  to  know  is  whether  or  not  the  dealers  in  sugar  are  not  himian 
in  the  same  way. 

Mr.  Lambobn.  Well,  to  an  extent,  but  let  me  tell  you  a  strange 
thing,  and  I  think  this  will  be  borne  out  in  the  testimony 

The  Chaibman,  This  might  be  an  important  distinction  that  you 
have  overlooked,  that  when  cattle  are  ready  for  the  market  tiey 
must  be  sold  or  there  is  a  loss,  and  when  they  are  shipped  to  the 
market  they  must  be  sold  immediately  or  they  eat  their  heads  oil, 
whereas  sugar  can  be  kept.  ^ 

Senator  Jones.  That  is  true,  it  can  be  kept;  but  if  the  man  must 
have  money,  if  the  merchant  who  lent  him  the  credit  was  also  buying 
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sugar,  as  you  stated  some  of  these  men  were  doing,  if  the  packer 
who  loans  money  to  the  ^wer  knows  that  the  e;rower  has  got  to 
pay  the  money  and  he  is  a  buyer,  would  not  he  naturally  take 
advantage  of  that  situation  to  get  the  product  at  as  low  a  price  as 
possible  ff 

Mr.  Lajcbobn.  I  answer  that  by  saying  that  many  years  ago,  and 
probably  up  to  12  years  ago,  that  was  in  a  large  sense  true.  At 
that  time  there  were  a  less  number  of  refineries  in  the  United  States, 
Uiere  were  fewer  buyers,  fewer  merchants,  and  those  merchants  who 
were  in  Cuba  were  few  comparatively,  and  some  of  them  represented 
the  American  Sugar  Refining  Co.,  tne  most  important  buyer  in  the 
United  States,  and  at  that  time  there  was  considerable  pressure 
through  the  planter  on  the  colono  to  sell  his  sugars  at  low  prices,  and 
the  prices  were  very  low;  the  prices  were  very  low  then  anyway. 
But  now,  with  Cuba  more  prosperous  and  with  greater  production* 
and  less  expense  in  production — that  is,  prior  to  tne  war — of  course 
prices  have  gone  up  now  and  it  is  not  so  true.  It  is  strange,  but  true 
nevertheless,  that  these  colonos  would  to-day  prefer  to  sdl  a  portion 
of  their  early  sugars — that  is,  their  January,  February,  and  March 
sugars — ^at  a  sacrifice  and  thereby  get  out  of  debt,  and  tnen  speculate 
on  their  own  sugars  and  hold  them  for  a  better  market,  which  they 
would  think  was  coming.  Now,  whether  this  price  of  4.60  is  a  fair 
price  or  a  high  price  or  a  low  price  remains  to  be  seen.  Tonnage  will 
move  that  siigar.  If  not,  it  is  going  to  be  a  white  elephant,  but  I 
believe  this :  That  if  it  was  all  gomg  to  be  sold  the  colono  would  prefer 
to  sell  his  February  or  March  su^ar  probably  at  a  considerable  loss; 
in  fact  for  the  first  four  months  the  average  price  would  be  less  than 
lliat  price,  but  later  I  think  the  price  woiud  come  up  to  the  average, 
because  those  people  are  very  astute  merchants. 

Senator  Jones.  What  I  am  trying  to  get  at  is  this:  The  price  of 
4.60  is  the  Habana  price  of  raw  sugar  and  everybody  in  Cuba  and  the 
rest  of  the  business  world  knows  that  that  is  the  price  in  Cuba.  Will 
not  the  colono  be  able  to  come  nearer  getting  tne  full  value  for  his 
sugar  by  reason  of  that  fixed  and  known  price  than  he  would  be  if 
the  merchant  whom  he  owed  money  and  who  is  going  to  buy  sugar 
were  left  free  to  tell  him  ^'We  don't  know  what  the  market  is;  it 
niay  go  up,  it  may  go  down,  and  so  we  will  have  to  discount  the  price 
on  your  sugar'') 
Mr.  Lamborn.  Mv  answer  would  be  a  pure  speculation.  I  can 
not  tell,  because  this  is  a  new  and  unusual  situation,  and  I  know 
that  until  the  thing  works  for  a  month  or  two  no  one  can  possibly  tell ; 
because  the  colono  has  been  financed  either  by  the  small  banker  or 
the  merchant  or  the  central,  and  we  do  not  know  what  attitude  they 
are  going  to  take  toward  the  colono. 

Senator  Jones.  If  the  colono,  though,  knows  the  price  of  sugar  in 
Habana  he  is  not  going  to  discoimt  his  price  much  oeyond  the  cost 
of  carrying  that  sugar  ? 

Mr.  Lamborn.  I  do  not  know  that,  and  he  does  not  know  it,  be- 
cause he  does  not  know  what  the  necessities  may  be  be  in  regard  to 
tonnage.  The  point  is  that  instead  of  the  bulk  of  these  sugars  moving 
in  4  or  5  months  they  are  going  to  move  in  10  or  11  months — that 
is,  if  we  have  the  tonnage.  If  we  do  not  have  it  I  do  not  know 
wiiat  will  become  of  the  colono.  I  would  like  to  answer  your  ques- 
tion but  I  can  not  answer  it  any  better.  You  do  not  want  me  to  sit 
here  and  guess  at  things  ? 
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Senator  Jones.  No.  But  I  am  asking  you  now  with  respect  to  an 
economic  law  of  business.  Whenever  tne  selling  price  of  any  com- 
modity is  uncertain,  does  not  the  dealer  figure  on  a  mai^in  for  the 
uncertainty,  for  the  risk:  does  he  not  try  to  make  a  margin  which 
will  cover  the  risk  of  the  transaction  ? 

Mr.  Lamborn.  He  tries  to:  but  it  is  simply  a  try  on  his  part:  he 
may  miss  it,  but  he  could  not  now  miss  it  in  the  United  States,  and 
if  these  Cuban  sugars  were  grown  in  the  United  States — ^in  other 
words,  if  there  were  a  strip  of  land  instead  of  a  strip  of  sea  between 
the  United  States  and  Cuba,  I  could  answer  yes,  I  believe  the  colono 
would  immediately  know;  but  that  little  stnp  of  sea  and  boats  nec- 
essary to  move  that  sugar  may  bring  around  a  very  different  situa- 
tion irom  what  we  hope. 

Senator  Jones.  But  it  is  a  law  of  business  that  whoever  takes  a 
risk  charges  for  it  if  he  can. 

Mr.  Lamborn.  Yes. 

Senator  Jones.  Now,  when  the  market  is  fixed  the  price  is  fixed  and 
there  is  no  longer  any  risk  as  to  the  price,  there  would  be  nobody  to 
charge  anything  for  a  risk,  would  there  ? 

Mr.  Lamborn.  I  wish  you  would  ask  some  one  who  may  under- 
stand the  local  conditions  in  Cuba  better  than  I  do,  because  I  think 
that  tliero  are  others  who  can  answer  better  than  I  can.  I  think  the 
colono's  mind  Is  in  a  state  of  uncertainty  imtil  this  thing  is  worked 
out. 

Senator  Vardaman.  The  contingency  of  transportation? 

Mr.  Lamborn.  Yes;  but  we  do  not  know  what  the  banker  or  mer- 
chant or  central  is  going  to  charge  the  colono  and  he  does  not  know 
yet. 

Senator  Jones.  That  is  quite  true,  we  still  have  the  contingent7 
of  transportation:  but  suppose  we  had  that  contingencv  plus  the 
contingency  of  prices,  would  not  that  make  it  a  double  risk  where  we 
only  have  one  risk  now  ? 

Mr.  Lamborn.  Yes. 

Senator  Jones.  And  would  not  somebody  have  to  pay  in  a  double 
measure  ? 

Mr.  Lamborn.  Yes;  but  we  do  know  that  the  allies  and  the 
United  States  control  the  tonnage,  and  whether  it  is  a  right  price  or 
whether  it  is  right  to  make  the  price  as  they  have  done,  I  am  not 
going  to  question;  but  I  do  know  that  tonnkge  is  the  fiAidamental 
thing  in  tne  world  to-day  next  to  life  and  death.  It  does  not  make 
any  difference  how  mucli  food  or  how  many  soldiers  or  how  great  a 
quantity  of  munitions  we  have,  if  we  have  not  the  boats  they  vniH 
stay  here.  We  see  that  situation  in  Java  at  the  present  time,'when 
they  have  800,000  tons,  approximately,  which  is  not  being  moved. 
I  hope  we  will  have  the  toimage  to  move  the  soldiers  ana  supplies 
and  munitions  and  the  Cuban  crop,  because  I  think  that  sugar  is 
absolutely  necessary  to  win  this  war. 

Senator  Jones.  Well,  it  seems  to  me  that  assuming  that  the  4.60 
price  is  an  adequate  one,  that  having  a  definite  and  fixed  market 
that  that  price  would  tend  to  stabilize  the  market  and  give  the  pro- 
ducer down  there  a  greater  percentage  even  at  that  price  than  if  the 
price  were  not  fixed. 

Mr.  Lamborn.  I  will  say  surely,  to  the  man  who  grows  his  own 
cane,  that  is,  the  factory,  that  is,  administration  cane,  certainly; 
Sut  as  to  the  colono  I  can  not  say. 
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The  CShaibman,  Now  suppose  that  before  there  was  any  brought 
there  there  were  a  thousand  buyers  ready  to  buy  colono  sugar,  and 
that  on  this  side  of  the  water  there  were  plenty  of  buyers  to  take  it 
off  the  hands  of  these  people  in  Cuba,  the  colono  would  nave  an  imme- 
diate market,  would  ne  not  ? 

Mr.  Lamborn.  There  would  hardly  be  a  thousand  buyers. 

The  Chairman.  Well,  say  a  lai^e  number.  He  would  have  an 
immediate  market! 

Mr.  Lamborn.  Yes. 

The  CHAmMAN.  You  do  not  know  what  kind  of  a  market  he  has 
gat  now;  you  do  not  know  whether  the  distribution  of  these  sugars 
over  the  entire  year  and  the  fact  that  there  is  only  one  purchaser  on 
this  side,  you  do  not  know  what  shape  that  has  left  the  colono  in  t 

Mr.  Lamborn.  Not  the  colono;  but  it  has  left  the  man  who  grows 
his  own  cane  and  has  his  own  central  in  a  favorable  position. 

The  Chairman.  Provided  he  does  not  owe  a  lot  of  debts  he  has  to 
get  money  to  pay. 

Mr.  Lamborn.  That  is  right. 

The  Chairman.  You  heard  Mr.  Enight  say  that  the  colono  was 
frequently  a  victim  of  the  money  lender  because  he  was  compeUed  to 
sell  his  sugar  at  a  discount,  xou  do  not  know  whether  that  is 
accurate  or  not  ? 

Mr.  Lamborn.  No;  I  do  not  know  whether  that  is  accurate  or  not, 
but  all  you  have  to  do  is  to  ask  a  representative  from  the  Royal  Bank 
of  Canada,  which  has  25  branches  in  Cuba;  or  the  Banco  National  of 
Cuba,  that  has  many  branches  in  Cuba.  Those  are  the  style  of  banks 
that  lend  money. 

The  Chairman.  Is  the  position  that  Mr.  Babst  is  in  one  that  would 
eive  him  an  opportunity  to  know  of  the  transactions  of  his  rivals: 
uiat  is,  he  would  know  the  amount  of  sugar  allotted  his  rivals,  and 
he  would  know  when  they  would  receive  their  sugars — others  might 
know  that-^but  would  it  give  him  any  advantage  m  the  way  of  learn- 
ing the  business  of  his  rivals  any  better  than  heKnows  it  to-day  ? 

Mr.  Lamborn.  I  can  not  say  to  what  extent,  because  under  the 
contract  thev  all  have  their  allocation  based  on  their  melt  and  they 
^ow  what  they  are  going  to  get. 

The  CnAiRBiAN.  You  have  been  asked  a  good  many  questions 
about  this  board  and  you  evidently  do  not  feel  like  criticizing  any- 
body but  Mr.  Babst,  and  we  are  not  askixig  you  to;  but  as  a  matter 
of  fact  do  you  regard  it  as  a  proper  and  fair  way  to  conduct  business, 
the  business  of  a  country,  looking  at  it  from  the  broad,  eeneral 
standpoint,  to  put  that  business  in  the  hands  of  men  who  have  a 
direct  interest  m  the  business  ? 

Mr.  Lamborn.  Senator,  I  have  such  a  sublime  confidence  in  William 
A.  Jamison 

The  Chairman.  I  am  not  asking  you  about  individuals  but  about 
a  principle 

Mr.  Lamborn.  In  principle  I  think 

The  Chairman,  I  am  perfectly  willing  to  say  that  if  men  like  Lord 
Bacon,  who  took  bribes,  and  yet  contended  that  he  always  decided 
a  case  the  right  way,  were  on  the  board,  that  might  present  another 
question,  but  that  is  not  the  question  here 

Senator  Jones.  I  do  not  know  that  the  witness  is  on  expert 

Mr.  Lamborn.  I  am  not  posing  as  an  expert  in  anything;  I  am 
simply  an  old-fashioned  broker,  that  is  all. 
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'    The  CHAtaMiAN.  You  were  spealdne  thovtt  permiflsion  harmo^  be^i 
given  to  somebody  at  some  time  to  s^  sugar  at  11-.  50 

Mr.  Lamborn.  No";  at  10.50. 

The  CHAiRiduiN.  Very  well.  What  sugar  was  it  and  \dio  gave  that 
permission? 

Mr.  Lambohn.  Mr.  Rolph.  It  was  sugar,  as  I  have  explained, 
4,000  tons  sold  to  the  Al^rian  Government.  An  embaiqga  was 
placed  against  that  sugar.  The  sugar  cost  the  ultimate  buyer  9.70, 
including  the  duty  on  this  side  of  the  water.  It  would  faiave  cost 
them  a  cent  hss  in  bond. 

The  Chairbian.  Where  did  that  originate) 

Mr.  Lamborn.  I  do  not  know  what  raw  sugar  company  produced 
the  raw  sugar.  The  sugar  was  manufactured  in  New  York  by  the 
Federal  and  Warner  Sugar  Refining  Cos. 

The  Chairman.  Was  this  10.50  wholesale  price  or  the  retail  price! 

Mr.  Lamborn.  The  price,  as  I  have  explained,  was  practicallj 
8.70  cash  in  bond,  to  which  we  add  about  a  cent  duty,  making  it 
9.70  with  the  duty  that  it  cost  the  people  who  purchased  it.  Now, 
it  could  not  be  exported,  so  Mr.  Rolph  stated  that  we  could  sell  it  to 
manufacturers  or  to  distributors  to  the  retail  trade  providing  the 
distributors  to  the  retail  trade  would  not  sell  it  at  ^ater  than  50 
cents  a  hundred  pounds,  or  ^  cent  per  pound  above  the  cost  to  them 
net. 

The  Chairman.  When  was  it  that  this  sugar  was  allowed  to  be  sold 
at  10.50? 

Mr.  Lamborn.  I  think  it  was  in  the  latter  part  of  October,  and  the 
reason  it  was  sold  at  that  price  was  because  it  was  cube  sugar,  which 
was  selling  from  75  cents  to  SI  a  hundred  above  granulated.  So  it 
was  worth  that  price. 

The  Chairman.  Was  this  an  advance  over  the  Cuban  price,  making 
allowance  for  the  cost  and  freight,  etc. 

Mr.  Lamborn.  Now,  listen,  Senator.  It  is  a  very  complicated 
situation  to  explain.  These  sugars  were  sold  to  the  Algerian  Gov- 
ernment before  the  food  bill  was  passed.  They  were  sold  at  the  very 
highest  point  of  the  market. 

The  (jHAiRMAN.  I  understand,  but  there  was  nothing  in  this  con- 
nection imtil  after  the  President's  price  had  been  fixed  ? 

Mr.  Lamborn.  Yes;  but  that  had  nothing  to  do  with  the  Cuban 
price  and  had  nothing  to  do  with  the  international  committee.  It 
was  sold  here  because  tonnage  was  not  available  and  because  an 
embargo  had  been  placed  on  sugar,  and 

The  Chairman.  Now,  let  us  stop  ri^ht  there.  I  know  that,  but 
what  I  want  to  know  is  this,  whether  the  price  of  10.50  was  a  higher 

{>rice  than  the  price  fixed  lor  Cuban  sugar  at  that  time,  with  ^e 
reight  and  all  the  necessarv  costs  added  ? 

Mr.  Lamborn.  It  was  a  higher  price  by,  in  round  figures,  42  cents 
a  hundred  pounds.  These  sugars  were  actually  sold  at  77  cents  a 
himdred  pounds  not  over  the  parit]^  of  granulated  sugar  at  tho  same 
time.  In  other  words,  the  net  parity  for  granulated  sugar  was  8.18, 
and  for  cubes  8.93;  but  these  sugars  were  purchased  during  the 
culmination  of  the  rise  in  July  or  August,  and  the  purchaser  at  that 
time  paid  a  higher  price  than  subsequently  obtained. 

Senator  Jones.  A  while  ago  you  said  wfy  purchaser  paid  a  lower 
price. 
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Mr.  L4HBOBN.  I  was  mistaken  in  the  figures  here.  I  did  net  kniow 
what  price  the  sugars  were  sold  at,  and 

The  CuAiBMAN.  He  was  mistaken  in  the  figures  that  he  took. 

Senator  Jones.  He  was  manifestly  mistaken  in  his  figures,  but  I 
can  not  understand  why  he  is  manifestly  mistaken  in  his  reasoning. 

Mr.  Lamborn.  I  know  why  the  sugars  were  sold  because  we  could 
not  export  them,  and  Mr.  Rolph  asked  that  they  be  delivered  to  the 
trade  m  the  United  States.  England  and  France  would  not  buy 
cubes  because  they  were  a  luxury. 

Senator  Jones.  Yes.  I  understand  that;  but  I  thought  perhaps 
you  were  speaking  a  little  inadvertently  when  you  gave  the  reason 
that  thev  were  bought  for  less,-  and  now  you  discover  that  they  were 
bought  for  more. 

Mr.  Lamborn.  Senator,  I  can  not  carry  in  my  mind  all  the  facts  as 
to  what  sugars  were  sold  at. 

Senator  Jones.  I  think  you  inadvertently  made  that  statement. 

Mr.  Lamborn.  If  I  had  m  mind  the  fact  that  the  sugars  wore  sold 
in  June  or  July  or  August,  I  could  tell  you  why  the  price  was  either 
high  or  low,  because  the  rise  b^an  in  June  and  culminated  in  August. 

The  Chairman.  Well,  it  is  perhaps  not  ver^  material.  Now,  you 
have  stated  that  if  there  had  oeen  no  regulation  and  there  had  been 
an  open  market,  the  great  question  would  have  been  one  of  tonnage, 
in  deliverixig  the  Cuban  crop.  The  Cuban  crop  this  year  is  the 
largest  in  history,  is  it  not  ? 

Mr.  Lamborn.  They  anticipate  the  largest  crop  in  the  history  of 
the  island. 

The  Chairman.  Yes;  and  I  am  speaking  now  of  that  crop.  You 
said  that  you  think  the  first  part  of  the  crop  would  have  gone  below 
the  price  of  4.60;  that  is  your  opinion  based  upon  vour  experience  in 
the  sugar  business,  and  I  suppose  based  upon  the  three  years  that  the 
war  had  existed  before  we  got  into  the  war.  How  high  do  you  think 
the  balance  of  that  crop  would  have  gone  ?  Do  you  think  it  would 
have  gone  above  4.60;  and  if  so,  how  much — the  latter  part  of  the 
crop  ? 

Mr.  Lamborn.  That  is  my  opinion.  If  the  tonnage  was  available, 
from  the  fact  that  the  invisibles  of  the  allies  are  exhausted  and  that 
our  invisibles  are  exhausted,  and  the  invisibles  of  the  neutrals  are 
exhausted,  I  think  that  the  end  of  that  crop  would  sell  at  a  price 
sufficiently  high  to  at  least  equal  the  4.60  basis  for  the  entire  crop; 
but  it  might  sell  higher  or  it  mi^ht  sell  a  little  lower,  but  I  think 

The  Chairman.  Do  you  think  there  would  be  20  cent  sugar  or  25 
cent  sugar  or  any  such  figures  as  that  t 

Mr.  Lamborn.  Do  you  mean  based  on  the  apparent  visibles  for 
supplying  the  allies  and  the  United  States  and  neutrals  for  this 
coming  season  ? 

The  Chairman.  There  has  been  testimony  given  here,  and  I  am  not 
taUunjg  about  visible  supplies  or  apparent  supplies,  but  just  take  the 
situation  given,  as  a  sugar  man  wno  has  been  in  the  sugar  business 
nearly  all  of  your  life,  and  observing  su^ar  prices  before  the  war,  and 
since  the  war,  you  know  the  question  of  tonnage  pretty  well.  There 
have  been  some  people  here  who  have  been  telling  us  that  if  it  had 
not  been  for  this  sugar  regulation,  sugar  prices  would  have  gone  to 
25  and  30  cents  a  pound.  What  do  you  think  about  that  propo- 
sition ? 
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Mr.  Lamborn.  I  do  not  care  to  answer  that,  because  it  is  puiely  a 
matter  of  speculation.    I  do  not  know. 

The  CHAniMAN.  Do  you  think  it  was  within  the  limits  of  reason 
at  all — any  such  price  t 

Mr.  Lamborn.  in  isolated  cases  I  believe  people  without  control 
would  have  taken  advantage  of  the  situation. 

The  Chairman.  I  am  not  asking  you  about  an  isolated  situation, 
but  about  a  market. 

Mr.  Lamborn.  No;  I  do  not  believe  there  would  have  been  a  r^u- 
lar  market  on  that  basis,  because  I  do  not  believe  the  refiners.and  the 
wholesalers  and  the  retailers  would  have  taken  tiie  rislra  of  sugars, 
especially  with  the  large  cropjs  to  come  to  the  Atlantic  coast. 

The  Chairman.  I  am  talking  about  this  crop  coming.  I  am  not 
talking  about  the  last. 

Mr.  Lamborn.  I  thought  you  were  talking  about  the  crop  to 
come 

The  Chairman.  I  am  talking  about  this  crop  coming  on  now. 

Mr.  Lamborn.  You  say  that  evidence  has  been  given  that  prices 
would  go  to  25  or  30  cents  a  pound  ? 

The  Chairman.  You  can  assume  that  that  has  been  given.  I  am 
not  trying  to  have  you  pass  upon  another  man's  testimony.  I  am 
asking  you  about  this  crop  that  is  now  beginning  to  be  liarvested. 
Assuming  that  the  control  was  removed  t<Mlay,  that  there  was  no 
control,  what  prices  do  you  think  sugars  would  go  to  f 

Mr.  Lamborn.  If  tonnage  is  available  to  move  the  apparent  visi- 
bles,  I  think  that  the  prices  would  remain,  with  or  without  food 
control,  normal;  that  is,  within  the  lines  that  they  ruled  within  the 
past  two  years. 

The  Chairman.  You  do  not  think  that  they  would  go  to  any 
remarkable  height? 

Mr.  Lamborn.  No;  if  tonnage  is  available,  I  do  not.  Of  course, 
it  tonnage  is  not  available  to  get  sugars  to  this  country,  then  the 
prices  m^ht  go  to  any  point  that  the  American  people  would  pay, 
if  they  were  starving  for  sugar.    That  is  what  you  mean) 

The  Chairman,  iou  say  if  tonnage  is  available;  you  mean  if  we 
can  move  the  Cuban  sugars  to  this  country? 

Mr.  Lamborn.  I  believe  that  without  food  control  the  prices  would 
remain  this  year  at  about  the  price  that  has  apparently  been  fixed 
for  the  Cuban  crop. 

The  Chairman.  On  the  average  ? 

Mr.  Lamborn.  On  the  average;  but  that  is  simply  a  mental  specu- 
lation, and  I  would  Uke  to  qualify  it  only  in  this  way,  that  other 
foods  have  been  rising,  especially  pork  and  meat  products  and  canned 
goods,  to  such  points  that  sugar  is  certainly  even  now  the  cheapest 
food  we  have,  even  at  this  high  price,  ana  consumption  may  con- 
tinue to  increase.  I  beUeve  that  consumption  has  mcreased  mate- 
riaUv  this  year  on  account  of  it. 

The  CHAmMAN.  Notwithstanding  all  this  conservation? 

Mr.  Lamborn.  Yes,  sir;  I  beUeve  it  has,  and  I  believe  that  most 
of  it  came  before  the  conservation  went  into  effect,  because  we  were 
aU 

The  Chairman.  You  said  just  a  moment  ago  that  you  thought  it 
would  continue  to  be  large. 

Mr.  TiAMBORN.  The  consumption  ? 
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The  Cbaibmax.  Yes,  of  sugar  t 

Mr.  L4MBOBN.  Yes,  I  do. 

The  Chaibman.  And  you  base  that  upon  the  ground  that  sugar  is 
to-da}[,  even  at  the  prices  fixed,  comparatively  cheap.  You  think, 
then,  it  has  not  advanced  in  price  any  more  rapidly  than  other  food 
products  ? 

Mr.  Lambobn.  No,  I  do  not;  and  I  think  that  comparatively  it  is 
the  cheapest  article  of  food,  and  certainly  a  more  palatable  one  to 
the  average  of  the  masses. 

The  Chaibman.  The  fact  of  the  matter  is  that  there  is  a  table  in 
here  that  shows  those  comparative  prices.  We  need  not  go  into 
that  to-night;  I  think.  Do  you  know  whether  in  making  up  the 
sugar  r^ulations  there  was  anv  attempt  to  regulate  the  pronts  or 
the  chaises  that  were  to  be  made  by  the  wholesaler  t  They  fixed  the 
refiner's  at  $1.30.    Now,  what  did  they  do  with  the  wholesaler? 

Mr.  Lambobn.  I  have  never  seen  the  letter  of  instructions,  if  one 
was  given,  but  I  know  that  the  wholesalers  generally  believe  that  they 
are  entitled  to  make  25  cents  a  hundred  pounds,  and  the  discoimt  of 
2  per  cent,  if  they  can  get  it  from  their  retailer. 

The  Chaibman.  That  was  their  old  profit,  before  the  war  f 

Mr.  Lambobn.  No;  I  do  not  think  so.  I  think  that  the  profits  on 
sugar  varied  materially. 

The  Chaibman.  This  25  cents  a  hundred  pounds  that  you  say  they 
aim  to  make,  was  that  the  condition  that  existed  before  the  war? 
Did  they  aim  to  make  that  before  the  war  ? 

Mr.  IJambobn.  No;  I  think  they  made  less  than  that  on  sugar,  and 
they  made  a  relatively  higher  profit  on  other  staples  similar  to  sugar; 
idthough  I  am  not  siure  of  this,  but  I  understand  that  there  are  a 
number  of  staples.  10  or  12  of  them,  that  are  now  being  sold  at  a  basis 
less  than  before  tne  war,  and  some  of  them  higher,  and  amon^  them 
sugar,  in  order  to  equalize  the  jobber's  profit.  I  have  been  told  that 
by  leading  wholesale  grocers. 

The  Chaibman.  Do  you  mean  that  the  jobber  has  been  permitted 
to  raise  his  profits  on  sugar  over  what  they  were  before  ? 

Mr.  Lambobn.  Li  direct  answer,  yes;  but  in  the  main  he  has  not 
raised  his  profits.  I  doubt  if  a  jobber  will  make  more  money  per 
hundred  thousand  dollar's  worth  of  goods  he  sells  now  than  he  made 
in  the  prewar  period. 

The  Chaibman.  I  am  not  now  dealing  Mrith  jobbers'  profits  on  other 
staples.  I  do  not  want  to  get  this  sugar  business  mixed  up  with 
everything  on  earth. 

Mr.  Lambobn.  I  realize  that,  but 

The  Chaibman.  I  want  to  know,  if  you  can  tell  us,  what  the  jobber's 
profits  were  before  food  regulation. 

Mr.  Lambobn.  I  know  of  sugar  jobbers  who  from  day  to  day  sold 
sugar  at  their  refiner's  cost,  but  as  observers  of  the  market  and  buyers 
on  the  market,  and  using  their  own  judgment  plus  the  judgment  of 
their  brokers,  they  have  taken  large  quantities  of  sugars  and  contin- 
gent risks  therewith,  and  have  been  able  to  sell  on  a  rising  market, 
taking  the  profits  of  the  rise,  and  each  year,  although  they  have  sola 
at  less  steady  profit  than  they  could  under  the  present  ruling  of  the 
Food  Administration,  the  average  profit  has  probably  been  greater 
to  them  in  the  past.  That  is  a  little  involved,  but  I  think  it  is  the 
truth. 
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The  Chaibmak.  That  does  not  get  us  anywhere.  Now  of  course 
the  jobber  handled  sugar  and  either  made  something  on  it  or  did  not 
make  anything  on  it.  Was  there  any  fixed  rule }  Was  there  any 
profit  that  they  expected  to  make  and  that  they  ordinarily  did  realize, 
speaking,  by  and  laj^e,  of  the  whole  trade,  on  sagars  before  food 
regulation  ? 

Mr.  Lahbobk.  Sugar  has  always,  since  I  have  been  in  the  business, 
until  now — ^until  since  the  1st  of  October,  we  will  say — ^been  a  leader 
for  the  wholesale  grocer  to  sell  the  retailer.  He  undoubtedly  did 
make  on  tea  and  coffee  and  fancy  brands  and  canned  goods  and  dried 
fruits,  and  things  of  that  kind,  a  greater  profit  than  he  will  now  make 
on  them  imder  the  food  control.  I  beUeve  the  average  profit  of  the 
jobber  will  be  about  the  same.  He  is  making  more  mone]^  specific- 
ally on  sugar,  I  believe,  at  this  time,  but  the  amount  that  he  is  making 
is  not  anv  more  than  tne  average  cost  of  doinf  business  to  the  jobber, 
as  I  \mderstand  it.  It  has  been  testified  here,  I  believe,  that  the 
jobber's  cost  of  doing  business  is  about  10  per  cent.  I  think  that  ia 
a  little  high.  It  ma]r  be  10  per  cent,  but  I  think  it  is  more  nearly 
8  per  cent,  and  there  is  not  8  per  cent  in  selUng  sugar  at  8  cents  plus 
25  cents. 

The  Chaibman.  I  want  to  say,  because  I  see  a  representative  of 
Mr.  Hoover  here  at  this  time  and  perhaps  several  of  them  are  hers, 
that  we  have  asked  a  number  of  days  ago  for  all  of  the  r^;ulatioDs 
that  have  been  promulgated  in  reference  to  susar,  and  Mr.  Hoover 
«aid  he  would  bring  them,  and  he  has  just  allowed  it  to  slip  his 
memory,  no  doubt,  and  we  would  hko  to  nave  them  here. 

Mr.  Lambobn.  I  will  say,  Mr.  Chairman,  as  a  representative  of 
the  Food  Administration,  that  if  those  dociunents  are  not  here  it  is 
^n  oversight,  and  I  will  see  that  they  are  here. 

The  Chaibman.  Not  the  r^ulations  only,  but  everything  per- 
taining to  sugar. 

Mr.  LiAmbobn.  Everything  pertaining  to  this  matter  of  sugar;  yes. 

The  Chaibman.  Yes. 

Mr.  Lambobn.  Mr.  Chairman,  may  I  make  a  statement  t 

The  Chaibman.  Certainly. 

Mr.  Lambobn.  I  have  no  one  here  to  turn  to.  I  turned  to-day  to 
Mr.  Lowry  in  figuring,  and  if  I  am  wron^  in  working  out  this  average, 
so  that  it  brings  down  the  profit  of  the  jobber  on  many  staples,  even 
if  it  does  apparently  lift  his  profit  on  sugar,  I  want  these  gentlemen 
to  correct  me. 

Mr.  McGiNNis.  In  regard  to  su^ar,  the  instructions  have  gone  out 
asking  the  dealers  to  confine  their  profit  to  the  prewar  normal  on 
sugar,  and  in  no  case  exceeding  25  cents. 

The  Chaibman.  That  is  what  I  want  to  get  at.  What  was  the 
prewar  normalt  There  was  a  prewar  normal.  What  was  itf 
There  must  have  been,  to  base  that  instruction  on;  otherwise  the 
instruction  would  be  based  upon  nothing. 

l^Ir.  LfAMBOBN.  I  will  answer  you  in  this  way,  by  stating  that  I  do 
not  believe  that  the  present  amount  of  25  points,  plus  2  per  cent, 
wiU  bring  a  jobber  out  even,  if  he  was  handling  sugar  alone.  In 
other  words,  1  do  not  behove  a  man  could  come  out — ^he  might  under 
food  control,  where  there  was  only  goinu^  to  be  a  certain  amount  of 
sugar  deUvered,  and  there  was  not  a  sufficient  supply  of  it,  and  they 
<2ould  not  get  enough  of  it  to  supply  the  trade,  plus  the  allies,  and 
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plus  the  neutrals.    I  doubt  very  much  if  he  will  break  more  than 
•ovon  on  it,  if  that. 

The  Chaibbian.  I  will  ask  the  stenographer  to  read  what  Mr. 
McGinnis  said. 

Mr.  McGinnis.  I  said  the  instructions  were  issued  to  jobbers  to 
'Confine  their  profits  on  susars  to  their  prewar  normal,  in  no  case  to 
exceed  25  cents  a  himdred  pounds,  taking  no  account  of  the  2  per 
cent  discount. 

The  Chairman.  That  was  the  instruction  to  the  wholesaler. 
What  about  instructions  to  the  retailor,  inasmuch  as  he  was  subject 
to  control  1 

Mr.  Lamborn.  I  believe  that  ho  is  simply  to  take  a  reasonable 
profit,  and  that  the  press  of  the  United  States  is  to  keep  in  close 
touch  with  the  Food  Administration,  and  whore  they  find  that 
retailers  are  gouging  the  public,  it  is  a  case  of  moral  suasion. 

The  Chairman.  No,  I  am  asking  Mr.  McGinnis. 

Mr.  McGinnis.  This  is  not  in  my  department,  Senator. 

The  Chairman.  I  am  asking  you,  for  the  present.  Do  you  know 
whether  there  was  a  written  or  printed  regulation  sent  out  about 
retailers ) 

Mr.  McGinnis.  No  ;  I  do  not. 

Mr.  Lambobn.  I  do  not  think  there  was  anything  added  to  it, 
unless  they  did  a  business  of  over  $100,000  a  year. 

The  Chaibman.  But  the  point  I  want  to  get  at  now  is  that  when 
these  refiners  got  together  to  fix  their  differential,  they  raised  it 
from  84  cents  to  $1.30,  because  of  the  increased  cost  of  doing  busi- 
ness during  the  war;  but  the^  did  not  raise  the  brokerage.  The 
broker's  commission  was  not  raised  any,  and  they  did  not  allow  for 
any  additional  profits  to  the  wholesaler;  he  was  limited  to  the  pre- 
war normal.  So  that  they  took  care  of  themselves  pretty  well  out 
they  did  not  take  care  of  anybody  else.  That  is  about  the  situation, 
then.     You  did  not  get  any  raise,  did  vou  ? 

Mr.  Lambobn.  No.  We  anticipated  that  we  would  got  a  raise  of 
possibly  4  cents  per  100  pounds,  because  one  refiner  at  least  in  the 
United  States  voluntarily  raised  their  brokers,  on  account  of  the 
increased  cost  of  doing  business,  plus  the  cost  of  living  to  their  clerks, 
and  so  forth,  to  4  cents  a  bag. 

Senator  Vabdaman.  You  are  about  to  lose  it  all) 

Mr.  Lambobn.  With  the  American  Sugar  Refining  Co.,  I  believe 
th^y  contemplate  eUminating  the  broker. 

(At  11  o'clock  p.  m.  the  committee  adjourned  until  to-morrow, 
Tuesday,  January  8,  1918,  at  10.30  o'clock  a.  m.) 
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TtJESDAY,  JANTTABY  8,  1918. 

United  States  Senate, 

SUBOOMHITTEE  OF  THE  COMMITTEE  ON  MaNTTPAOTURES, 

WasTiingtan,  D.  0. 

The  subcommittoe  met  at  10.30  o'clock  a.  m.,  Hon.  James  A.  Reod 
presiding. 

Present:  Senators  Reed,  Vardaman,  Jones,  Lodge,  and  Eenyon. 

TESTIKOinr  OF  KS.  FSAHK  C.  LOWST. 

The  witness  was  sworn  by  the  chairman. 

The  Chairman.  Mr.  Lowry,  what  is  your  place  of  residence  ? 

Mr.  Lowry.  Montclair,  N.  J. 

The  Chairman.  What  is  your  occupation  ? 

Mr.  LowRT.  Sales  manager  of  the  Federal  Sugar  Refining  Co.  of 
New  York. 

The  Chairman.  How  long  have  you  been  connected  with  the  sugar 
business  f 

Mr.  Lowry.  Since  1900,  and  with  the  Federal  Sugar  Refining  Co. 
since  1902. 

The  Chairman.  Does  your  business  lead  you  to  study  trade  con- 
ditions, particularly  those  matters  which  aiffect  the  sugar  market, 
the  sufi^ar  supply,  and  the  sugar  demand  ? 

Mr.  lx>WRY.  It  does. 

The  Chairman.  I  would  like  to  get  into  the  record  a  clear  state- 
ment in  as  short  form  as  possible  of  the  principal  sources  of  America's 
supply  of  sugar,  and  when  I  say  "America"  I  mean  the  United  States. 
I  am  now  speaking  of  normal  times,  when  I  make  that  inquiry. 

Mr.  Lowry.  We  were  proceeding  on  the  basis  a  year  ago  that  we 
would  have  a  normal  supply,  an  ample  supply  of  sugar  for  1917  from 
Cuba,  Porto  Rico,  Hawaii,  Philippines,  Louisiana,  and  domestic 
beets.  The  market  was  rather  depressed,  and  nearly  a  cent  a  pound 
lower  than  the  present  prices  established  by  the  Foodf  Administration. 
The  market  sold  down  to  3^  cents  per  pound  m  anticipation  of  a 
Cuban  crop  of  something  over  3,400,000  tons.  It  was  in  February 
that  the  first  disturbance  took  place,  and  that  came  as  a  result  of  a 
Cuban  trouble. 

The  Chairman.  When  you  speak  of  the  Cuban  trouble,  do  you 
refer  to  political  disturbances  ? 

Mr.  Lowry.  The  political  disturbances.  It  was  then  realized 
that  if  the  Cuban  crop  was  to  be  very^  short,  it  would  affect  our  con- 
venient supplies,  so  that  that  situation  was  watched  very  closely. 
In  May  I  talked  with  Mr.  Hoover,  the  earlv  part  of  May,  and  I  called 
his  attention  then  to  the  fact  that  the  Cuban  crop  would  be  short  of 
the  early  estimates  and  probably  would  not  be  in  excess  of  3,000,000 

829 


830  SHORTAGE  OF  fUGAB. 

tons,  and  possibly  less;  also  that  much  depended,  so  far  as  our  supply 
was  concerned,  on  the  amoimt  of  sugar  Europe  took  from  Cubia  in 
the  raw  state,  and  from  Ameri'^a  in  Uxe  refined  .state.  This  in  turn 
depended  upon  the  amoimt  ol  sugar  whic&  they  took  from  Jaya. 
Since  the  war  be^an,  they  have  been  taking  a  considerable  quantity 
from  Java,  and  it  was  recognized~that  the  tonnage  situation,  par- 
ticularly so  far  as  they  were  concerned,  would  naturally  make^  tnem 
want  to  get  sugar  nearer  by,  if  possible.  Even  at  that  time  it  was 
known  that  a  food  bill  would  be  passed,  and  that  the  Government 
would  take  over  the  situation  so  far  as  the  sugar  supply  was  con- 
cerned. That  made  merchants  hesitate  to  perform  theu*  usual  task 
of  keepine  the  market  supplied.  The  prospect  of  profit  naturally 
encouraged  them  to  do  that.  80  they  hesitated.  We,  the  Federal 
Sugar  Kefining  Co.,  bought  on  what  we  called  a  strictly  hand-to- 
mouth  basis,  never  purchasing  supplies  more  than  30  to  40  days 
ahead,  because  we  did  not  know  what  was  before  us. 

The  Chairman.  Let  me  get  that  a  little  clearw.  Do  I  understand 
you  to  mean  this,  that  a  man  buying  on  the  market  without  any 
anticipation  of  outside  interference,  would  buy,  basing  his  judgment 
on  market  conditions,  but  that  if  there  was  to  be  a  law  passed  and 
somebody  was  to  be  put  in  control  and  given  great  powers,  merchants 
did  not  dare  buy  because  they  did  not  know  what  the  rulings  might  be  t 

Mr.  LowRT.  Exactly. 

The  Chaibman.  What  the  prices  might  be  ? 

}ii.  LowBT.  Exactly. 

The  Chaibk AN.  And  what  kind  of  market  conditions  there  might 
be? 

Mr.  LowBY.  Exactly. 

The  Chaibman.  When  did  it  become  thoroughly  understood  that 
there  was  to  be  a  food  bill  f 

Mr.  LowRT.  In  May. 

The  Chaibman.  Mr.  Hoover  arrived  here  about  the  3d  of  May^ 
did  he  not  1 

Mr.  LowBT.  He  arrived  here  aWut  the  3d  of  May  and  I  had  my 
first  talk  with  him,  I  think,  on  the  10th  of  May. 

The  Chaibman.  And  in  the  meantime  on  the  7th  of  May  he  had 
been  before  the  Agricultural  Committee,  I  think,  and  the  papers  had 
been  full  of  the  fact  that  he  had  come  here  as  a  food  regulator  or  as  a 
food  administrator.     Is  not  that  so  ? 

Mr.  LowRY.  Yes. 

The  Chairman.  Will  you  explain  just  accurately  why  it  would  be 
that  a  great  refinery  could  not  go  and  buy  sugar  under  those  condi- 
tions? 

Mr.  LowRY.  Yes.  We  must  depend  for  our  profit  on  the  margin 
between  the  cost  price  of  raws  and  the  selling  pnce  of  refined.  If  we 
bought  ahead,  for  delivery  in  August,  September,  or  October,  we 
womd  ordinarily  use  our  judgment  as  to  what  the  price  would  he  at 
that  time.  Oiu*  judgment  was  worth  nothing  with  the  jwospects  of 
the  food  control,  because  we  had  no  idea  as  to  the  way  in  which  they 
would  proceed.  This  I  believe  resulted  in  relieving  the  merchant  <u 
his  responsibility  to  keep  the  market  supplied,  and  the  government 
assumed  that  responsibility. 

The  Chaibman.  You  speak  of  relieving  the  merchant  of  his  re- 
sponsibility.     As  a  matter  of  fact,  it  made  it  extremely  hazardous  for 
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a  man  to  buy  large  Quantities  of  sugar  in  advance,  when  he  did  not 
know  what  price  mignt  be  fixed  or  what  the  regulations  might  be. 

Mr.  LowRT.  The  merchant  would  be  absolutely  unjustified  in 
taking  that  risk. 

The  Chairman.  As  a  result  of  this  understanding  that  there  was 
to  be  a  food  administrator,  what  followed  in  the  matter  of  purchases 
of  raw  sugars  ? 

Mr.  LowRT.  As  I  stated  a  moment  ago,  much  depended  upon  the 
attitude  of  Europe,  principally  the  British  commission,  buying  for  the 
allies,  in  their  purchases  of  Cuban  sugar.  They  had  the  whip  hand 
over  us.  They  knew  exactly  what  their  supplies  were,  they  knew 
where  the  supplies  of  the  world  lay,  and  they  knew  far  better  than  we 
did  the  tonnage  available  to  lift  it.  It  must  have  been  about  the  end 
of  June  that  uiey  made  up  their  minds  that  they  would  not  this  year 
bring  many  sugars  from  Java,  and  so  looking  out  for  themselves  thev 
proceeded  to  get  a  supply  oi  what  I  term  the  ''  conveniently  avail* 
able"  sugar,  which  was  in  Cuba. 

Senator  Vardaman.  I  would  like  to  know  why  England  had  that 
advantage  of  us  in  acquiring  that  information? 

Mr.  LowBT.  Our  stocks  are  published.  The  stocks  and  statistics 
for  Cuba  are  published.  They  knew  the  situation  in  Java.  That  is 
published.  But  the  thing  that  is  not  published  is  the  amoimt  of 
sugar  which  the  British  commission  requires,  owns  or  has  bought, 
and  another  thing  that  is  not  published  is  the  tonnage  which  they 
will  have  available  to  lift  sugar  either  from  Cuba  or  Java  or  anywhere 
else. 

Senator  Vardaman.  Do  you  think  that  advantage  was  derived 
through  the  instrmnentality  of  the  Food  Administration  ?  Do  you 
think  that  advantage  which  they  enjoyed  was  because  of  the  instru- 
mentalities of  the  U)od  administrator  of  Elngland  1 

Mr.  LowRT.  The  food  administrator  became  the  buyer  for  Eng- 
land, and  he  would  naturally  have  all  that  information.  If  individu- 
als were  buying,  then  they  would  only  know,  so  far  as  their  particular 
position  was  concerned,  or  what  information  they  might  get  with 
regard  to  their  neighbors. 

Senator  Vardaman.  I  wondered  if  that  was  one  of  the  advantages 
of  having  a  food  administrator  in  England  that  we  did  not  enjoy 
at  that  tune.     Proceed. 

^fr.  LowRT.  Great  Britain's  determination  to  secure  for  herself  a 
considerable  supply  of  the  Cuban  sugar  resulted  in  their  going  into 
the  market  ana  buying  freely  during  June,  July,  and  August,  and 
that  advanced  the  market  considerably.  During  that  period,  except 
for  near-by  su^ar  w^e  sat  back.  We  were  not  able  to  buy  in  advance, 
and  E^land  sunply  got  the  advantage  of  us  for  that  reason. 

The  Chairman.  When  you  say  *'we"  you  mean  whom? 

Mr.  LowRY.  I  mean  the  United  States  refineries.  England  had 
taken  the  convenientlj^  available  supplies,  which  put  it  up  to  us  to 
secure  from  outside  points  any  sugars  that  we  would  need  in  excess 
of  what  was  left.  I  spoke  to  Mr.  Hoover,  and  wrote  him  a  letter  on 
May  15  in  which  I  called  attention  to  that  situation. 

t'h6  Chairman.  Have  you  that  letter  ? 

Mr.  LowRY.  Yes.  Of  course  I  did  not  in  May  call  his  attention 
to  what  was  done  in  the  way  of  buying  by  the  British  commission  in 
June  and  July,  but  the  letter  speaks  for  itself.     Shall  I  read  the  letter  t 
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The  Chaibman.  Just  let  me  see  it.    I  want  to  see  if  it  is  pertiaent. 

Mr.  LowBT.  It  is  in  line  with  what  I  have  been  testifying  to^  and 
it  shows  that  the  situation  was  known  as  far  back  as  last  May. 

The  Chaibman.  Very  well,  we  will  have  the  letter  marked  and 
introduced  in  evidence. 

(The  letter  referred  to  by  the  witness  was  marked  ''Exhibit  215/ 
and  is  herewith  printed  in  the  record  as  follows:) 

EzHiDXT  No.  215. 

New  York,  May  15, 1911. 
Mr.  Herbbbt  Hoover, 

Chairman  of  the  Food  CommitUef 

Council  of  National  Defeme, 

WoBhingUm,  D.  C. 

Mt  Dear  8ir:  It  will  be  interestiog  for  you  to  know  that  a  cable  just  received  from 
Batavia  reports  that  since  the  beginning  of  the  last  Java  crop,  harvesting  of  which 
started  in  May,  1916,  Europe  has  received  719,000  tons  of  Java  sugar  against  368,000 
tons  of  the  previous  crop.  Other  countries  received  707,000  tons  against  807,000  toofl 
of  the  previous  crop;  total  exports  being  1,426,000  tons  as  against  1,175,000  tons. 

Europa  in  1917  will  probably  eat  less  sugar  than  in  1916,  but  even  allowing  for  itas, 
she  may  require  more  Cuban  raw  and  American  granulated  than  she  took  in  1916. 
on  account  of  the  difficulty  in  the  way  of  receivins^  so  much  Java  suear.  That  is  whv 
it  is  so  important  that  the*  rainy  season  should  hold  off  and  favMabie  weather  p&nmt 
grinding  for  at  least  anoliier  30  days,  so  as  to  make  up  as  much  as  possible  Uie  ground 
lost  as  a  result  of  the  recent  insurrection  in  Cuba.  As  a  rule  the  rainy  season  starts  in 
toward  the  end  of  May,  after  which  little  can  be  done  in  the  way  of  production,  except 
in  a  very  few  favorable  spots. 

Anticipating  their  wants  the  British  commission  has  already  bought  a  considerable 
amount  of  Cuban  sugar  for  forward  delivery,  and  are  constantly  increasing  these 
purchases.  For  this  reason  it  is  important  that  we  get  so  organized  at  an  early  d&te 
that  a  cooperative  arrangement  can  oe  made  with  the  BritiBh  commission  so  that  we 
can  ascertain  how  much  of  the  Cuban  crop  they  now  own,  and  how  much  more  they 
will  require,  then  by  figuring  up  our  stocxs,  probable  production,  and  requirements 
between  now  and  next  December,  when  the  harvesting  of  the  next  Cuba  crop  b^;ins, 
it  can  be  ascertained  whether  or  not  any  shortage  is  likely  to  exist.  If  it  is  found  that 
we  will  not  have  enough  sugar,  working  along  m  a  normal  way,  then  steps  should  be 
taken  to  start  forward  some  or  this  Java  sugar,  which  presiunably  the  British  com- 
mission will  not  be  able  to  use  this  year  in  as  lai^  quantities,  and  arruigements  made 
to  bring  this  sugar  here  by  steamer  or  schooner  as  the  shipping  situation  will  permit. 
In  either  case  it  is  a  long  voyage,  and  no  time  should  be  lost  in  deciding;  on  what  is 
necessary.  Such  a  plan  of  course  can  only  be  worked  through  cooperation  with  the 
British  commission,  and  after  a  working  force  here  has  been  properly  organized  and 
given  the  necessary  authority  by  Congress.  If  Cuba  is  not  going  to  have  as  much 
sugar  as  Europe  and  ourselves  want  from  her,  and  we  are  to  be  allowed  to  bid  against 
each  other  for  what  stock  there  is,  it  is  clear  that  a  very  high  price  will  result. 

As  I  explained  to  you  the  price  for  the  entire  United  States  is  fixed  by  the  ytklue 
of  Cuban  sugar  plus  the  tariff.  For  example  the  Hawaiian  planters  work  together  in 
an  association,  and  sell  their  raw  sugar  under  contract  running  for  two  or  three  years. 
The  price  to  be  based  on  the  average  duty  paid  price  of  Cuban  sufpur  at  the  time  of 
arrival.  The  price  of  refined  sugar  that  they  manufacture  in  their  own  refineries 
the  C.  db  H.  and  San  Francisco,  is  based  on  the  New  York  quotation  for  refined  sugar. 
The  Porto  Rican  interests  sell  their  raw  sugar  and  the  price  is  based  on  the  duty  paid 
value  of  Cuban  sugar.  liOuisiana  does  the  same  thing,  and  domestic  beet  procfucers, 
Uke  the  Hawaiian  interests  base  their  quotations  for  refined  sugar  on  the  New  York 
quotation.  This  situation  is  developed  in  the  map  that  I  left  with  you.  Therefore, 
it  is  clear  that  when  you  control  the  Cuban  prices,  you  have  gone  along  way  toward 
governing  the  price  of  sugar  for  the  entire  United  States. 
Very  respectfully,  yours, 

Frank  0.  Lowet. 

The  Chairman.  That  letter  evidently  follows  the  oonveisation 
that  you  had  with  Mr.  Hoover? 
Mr.  LowRY.  It  did. 
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The  Chairman.  And  in  this  first  conversation  it  had  evidently 
been  made  known  that  the  intention  was  to  take  over  the  sugar 
business  by  the  United  States? 

Mr.  LowRY.  It  was. 

The  Chairman.  And  that  is  what  you  mean  in  the  letter  when  jrou 
say  if  certain  things  are  to  be  done  you  must  get  together  and  action 
must  be  taken  at  once? 

Mr.  LowRY.  Yes.  I  was  speaking  from  the  point  of  the  Food 
Administration.  When  I  said  ''we"  I  meant  that  would  be  his  duty 
or  the  duty  of  those  associated  with  him. 

The  Chairman.  At  that  time  did  you  understand  or  did  the 
refiners  generally  understand  that  their  purchases  in  Cuba  wore 
necessarily  to  be  restricted  by  virtue  of  the  impending  taking  over 
of  the  whole  sugar  business  by  the  Food  Administration? 

Mr.  LowRY.  They  did  not  know  anything,  but  they  feared  every- 
thing. 

The  Chairman.  Very  well.  It  had  not  yet  been  consummated, 
but  there  was  a  general  understanding  in  the  country,  was  there  not, 
that  a  food  administration  was  coming? 

Mr.  LowRY.  Yes,  indeed;  and  for  our  part  we  talked  about  it 
constantly,  daily;  we  said,  in  mapping  out  our  future  policy,  **We 
can  not  io  this,  we  can  not  do  that,  because  we  do  not  know  what 
the  Food  Administration  will  do." 

The  Chairman.  When  you  say  '*Wo  can  not  do  this^  and  we  can 
not  do  that,"  were  you  referring  to  the  matter  of  buymg? 

Mr.  LowRY.  Buying  supplies. 

The  Chairman.  And  making  contracts  for  delivery  ? 

Mr.  LowRY.  Precisely;  making  contracts  for  the  purchase  of  raw 
sugar,  and  making  contracts  ahead  for  the  sale  of  refined  sugar.  It 
worked  both  ways. 

The  Chairman.  While  this  was  going  on  England  was  getting 
Cuban  sugar  ? 

Mr.  LowRY.  Yes. 

The  Chairman.  Proceed  from  that  point. 

Mr.  LowRY.  That  brings  us  up  to,  wo  will  say,  the  1st  of  August. 
The  food  bill  was  passed  about  that  time. 

The  Chairman.  Was  there  any  other  disturbing  cause  about  sugar 
that  you  have  not  mentioned — any  strikes,  or  anything  of  that  kind? 

Mr.  LowRY.  Yes;  the  strikes  ©ftrlv  in  the  year,  in  February,  were 
temporarily  a  disturbing  cause.  They  checKed  the  distribution  of 
refined  sugar  in  the  United  States.  Most  of  the  refineries  were 
closed  down  at  one  tinie.  The  trade  had  gone  out  of  stocks  on  the 
1st  of  January  in  anticipation  of  lower  prices  as  the  new  Cuban 
supplies  came  on  the  niarket,  so  they  had  little  or  no  reserve;  as  a 
result,  there  was  a  certain  scarcity  of  sugar,  but  it  proved  to  be  incon- 
sequential as  compared  with  what  developed  later. 

The  Chairman.  Did  you  have  any  of  those  strikes  in  the  Federal 
Sugar  Refining  Co.  ? 

Mr.  LowRY.  No;  the  Federal  was  not  closed  down  at  all.  It  was 
a  question  of  price,  of  wages,  and  we  thought  it  better  to  keep 
running. 

The  Chairman.  Did  you  raise  wages  ? 

Mr.  LowRY.  Yes. 
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The  Chatkman.  And  the  American  did  not,  and  they  had  strikes  f 

Mr.  LowRY.  They  did,  very  reluctantly,  after  a  considerable  period 
during  which  they  were  closed  either  in  part  or  entirely. 

The  Chairman.  You  had  gotten  along  to  the  month  of  August? 

Mr.  LowRY.  The  food  bill  was  passed  early  in  August,  1  think 
about  the  10th,  and  it  was  shortly  after  that  that  Mr.  Hoover 
announced  that  Mr.  Rolph  would  head  the  sugar  division.  About 
the  25th  of  August  Mr.  Rolph  wrote  all  of  the  refineries  to  stay  out 
of  the  market.  It  was  apparent  that  his  mind  was  first  centered  on 
an  effort  to  get  the  price  down. 

The  Chairman.  To  stay  out  of  the  market? 

Mr.  LowRY.  To  stay  out  of  the  raw  sugar  market,  not  to  purchase 
any  further  supplies. 

The  Chairman.  Have  you  got  that  letter  or  order  ? 

Mr.  LowRY.  No;  but  it  was  introduced  in  evidence  in  either  Mr. 
SpreckeVs  or  Mr.  Babst's  testimony.  It  was  dated  August  25.  It 
is  in  the  record.  It  was  not  a  positive  order  to  stay  out  of  the 
market,  but  it  read  to  the  effect  that  it  would  be  in  accordance  with 
the  wishes  of  the  Food  Administration  if  we  did  not  buy.  Every- 
body was  anxious  to  proceed  in  accordance  with  the  wishes  of  the 
Food  Administration. 

The  Chairman.  Like  an  invitation  to  visit  the  king,  it  was  equiva- 
lent to  a  conunand  ? 

Mr.  LowRY.  Yes.    So  we  ran  along,  using  up  the  stocks  we  had 

Previously  bought  that  were  coming  forward,  and  through  Septem- 
er  were  able  to  secure  practically  nothing  new  in  the  way  of  supplies. 
Of  course,  that  must  not  be  taken  absolutely.  There  were  some 
stocks  bought  here  and  there  for  which  special  permission  was  ob- 
tained from  Mr.  Rolph,  but  as  a  general  thmg  refiners  refused  to  pur- 
chase. Canada  did  some  buying  until  the  conmiission  here  got  in 
touch  with  the  Canadian  authorities  and  told  Canada  to  hold  off. 
During  that  time  the  whole  talk  of  the  Food  Administration  to  the 
raw  sugar  producers  was,  "You  must  reduce  your  price,  you  must 
got  down,  because  our  beet  crop  is  coming  on  here  very  shortly,  and 
we  are  going  to  cover  the  whole  territory  with  the  beet  sii^ars,  and 
as  a  result  you  will  not  have  any  market  for  your  stock."  The  Cuban 
holder  was  in  this  position.  Oiur  cards  were  on  the  table.  He  knew 
exactly  what  our  supplies  were.  You  could  not  bluff  him.  He  knew 
we  were  going  to  run  out  of  sugar  if  we  proceeded  in  that  way,  or  he 
believed  that  wo  wore,  and  ho  reasoned,  "If  they  are  going  to  bring 
these  beet  sugars  on  in  such  volume  that  it  will  make  me  reduce 
my  price  later  on,  it  is  time  enough  to  do  it  then;  I  shall  not  do  it 
now,  but  will  wait."  And  so  ho  waited,  and  the  result  was  that  he 
did  not  have  to  come  down  in  his  price.  In  the  early  part  of  Novem- 
ber the  international  conunittco  began  to  buy  and  bought  what 
Cuban  sugars  there  was  loft  for  prompt  delivery,  and  wo  got  them 
along  in  November  and  December. 

The  Chairman.  At  what  prico  did  you  buy;  the  price  that  had 
boon  fixed,  or  a  higher  price? 

Mr.  LowRY.  They  bought  at  the  price  that  prevailed  in  the  latter 

{)art  of  August.  As  a  result  of  staving  out  of  the  market  I  think  we 
ost — I  am  quite  sure  wo  lost — the  opportunity  of  securing  some 
Peru  sugars,  some  Brazil  sugars,  and  I  am  also  certain  it  was  a  dis- 
couragement to  the  owners  of  Philippine  sugars  to  bring  them  for 
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ward.  Thoy  knew  and  felt  certain  they  would  have  a  market  for 
them  in  China,  but  if  shipped  here  they  did  not  know  what  the 
price  would  be  when  those  sugars  would  arrive  in  the  United  States, 
wo  will  sav,  in  November  or  December.  The  whole  market  here  was 
at  a  standstill. 

The  Chairman.  Did  the  Philippine  sugars  go  to  China? 

Mr.  LowRY.  Oh,  yes;  a  great  many  of  them  go  to  China  always. 

The  Chairman.  One  thing,  before  we  pass  on  to  the  price  at  which 
the  Cuban  did  sell  the  latter  part  of  that  sugar.  Was  6.90  the  Cuban 
price,  the  price  that  he  was  holding  out  for,  or  was  that  the  price 
our  board  iMid  fixed  away  back  ? 

Mr.  LowRY.  That  was  the  price  that  the  Cuban  was  selling  for  in 
the  latter  part  of  August,  and  my  judgment  is  that  if  the  Food  Ad- 
ministration had  said  "Proceed  to  buy  whenever  you  get  a  chance 
any  sugars  that  are  available  at  6.90,"  our  stocks  never  would  have 
gotten  as  low  in  November  as  they  did. 

The  Chairman.  What  I  want  to  get  at  is  the  question  of  price. 
Was  6.90  the  price  that  the  Cuban  had  demanded  all  of  the  time, 
and  which  wo  refused  to  buy  at,  or  was  6.90  the  price  that  Mr.  Kolph 
fixed,  and  the  Cuban  finally  came  to  Mr.  Rolph's  price? 

Mr.  LowRY.  No;  the  price  of  6.90  had  been  the  price  before  Mr. 
Rolph  took  that  position.  The  market  had  been  higher,  but  it  was 
declining. 

The  C&airman.  What  was  it  Mr.  Rolph  was  saying  to  the  American 
refiner  that  ho  could  not  buy  in  Cuba  ? 

Mr.  LowRY.  He  told  him  not  to  buy  anything;  he  told  him  to  stay 
out  of  the  market. 

The  Chairman.  Not  to  buy  at  all  ? 

Mr.  LowRY.  Yes.  That  was  the  way  we  accepted  that  letter. 
which  said  that  the  Food  Administration  wished  us  to  stay  out  oi 
tlio  market. 

The  Chairman.  And  away  on  at  the  end  what  was  left  of  the  Cuban 
sugars  was  taken  at  6.90  ? 

Mr.  LowRY.  Yes. 

The  Chairman.  So  that  instead  of  the  Cuban  being  forced  to 
Mr.  Rolph's  terms,  Mr.  Rolph  came  to  the  Cuban  terms  in  the  end  ? 

Mr.  LowRY.  Yes. 

Senator  Jones.  Had  Mr.  Rolph  made  any  other  terms  or  insisted 
on  any  other  terms  ?  Had  he  insisted  on  any  other  price  for  Cuban 
su^ar? 

Mr.  LowRY.  You  mean  in  August  and  September  ? 

Senator  Jones.  Yes. 

Mr.  LowRY.  His  theory  was  that  we  would  leave  the  Cuban 
without  a  buyer;  we  would  all  withdraw  and  that  they  would  become 
panicky  and  reduce  their  price,  and  we  would  get  it  at  a  lower  figure. 
The  theory  did  not  work  out. 

Senator  Jones.  But  he  never  fixed  a  price  below  6.90  ? 

Mr.  LowRY.  He  could  not  very  well  fix  the  price.  You  mean, 
did  he  over  tell  us  to  buy  at  a  lower  price,  if  we  could  ? 

Senator  Jones.  Yes. 

Mr.  LowRY.  I  do  not  recall  that  he  did;  but  there  was  not  any 
chance  to  buy  at  a  lower  price  anyway. 

The  Chairman.  He  just  told  you  to  keep  out  ? 
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Mr.  LowBY.  That  is  what  his  letter  said,  yes;  and  it  was  only  in 
special  instances  where  his  permission  was  secured  that  we  were 
aolo  to  buy.  For  example,  in  our  off  or  t  to  keep  our  trade  supplied 
we  were  about  3,000  tons  short  at  that  time;  that  is,  we  had  OTcrsold 
ourselves  in  refined,  and  we  had  to  make  an  effort  to  get  these  raws, 
to  even  up  our  position. 

The  Chairman.  Did  you  make  that  effort? 

Mr.  LowRY.  Ho  finally  gave  us  permission  to;  yes. 

The  Chairman.  When  aid  you  finally  get  permission  to  do  thait 

Mr.  LowRY.  That  was  some  time  in  September. 

The  Chairman.  Where  did  you  get  the  sugar  from? 

Mr.  LowRY.  That  was  the  time  when  Mr.  Spreckels  testified  he 
went  to  see  Mr.  Babst.  The  situation  was  this.  We  explained  our 
position  to  Mr.  Rolph,  and  he  said,  '^Why  do  you  not  see  Riondo," 
of  Czarnikow,  Riondo  &  Co.;  and  we  went  to  see  Riondo,  and  we 
found  out  then  that  there  were  100,000  bags  of  sugar  tied  up  under 
option  with  Mr.  Rolph. 

The  Chairman.  Cuban  sugar  ? 

Mr.  LowRY.  Yes.  Then  tnoy  said,  ''Call  and  see  Mr.  Babst  about 
it.''  Mr.  Spreckels  went  to  see  Mr.  Babst,  and  the  upshot  of  that 
was  that  they  gave  us  a  certain  quantity.  I  have  forgotten  the 
anr.ount  now,  but  I  think  it  was  between  20,000  and  30,000  bags; 
but  what  wo  were  concerned  about  was  that  when  ifr.  Babst  gave 
those  sugars  to  Mr.  Spreckels  he  said — and  I  am  repeating,  of  course, 
what  Mr.  Spreckels  told  me,  for  I  was  not  there — "You  should  bo 
very  grateful  to  us  for  givingyou  any."  Mr.  Spreckels  said,  "What 
do  you  mean  V*  He  said,  "Why,  we  bad  those  sugars  under  option." 
We  were  concerned  as  to  why  Mr.  Babst  could  get  sugar  under  option 
while  the  Federal  Sugar  Refining  Co.  could  not  have  sugar  under 
option,  but  was  told  to  stay  out  of  the  market.  It  developed  that 
there  seemed  to  be  some  uncertainty  even  on  Mr.  Rionao's  part 
as  to  whether  Mr.  Rolph  as  the  Food  Administrator,  had  those 
100,000  bags  under  option  or  Mr.  Batet,  as  the  American  Sugar 
Refining  Co.    In  any  event,  we  got  a  share  of  them. 

The  Chairman.  Did  you  ever  see  the  option  papers? 

Mr.  LowRY.  I  never  saw  anything.  All  I  know  is  the  conversation 
that  I  had  with  Mr.  Spreckels. 

The  Chairman.  So  that  these  sugars  that  I  think  somebody  tes- 
tified were  kindly  supplied  to  you  by  the  American  Sugar  Refininc" 
Co.  to  help  you  out  of  trouble  were  Cuban  sugars  that  were  optioned 
at  a  time  when  you  and  the  other  sugar  renn^^  were  commanded 
or  requested  to  keep  out  of  the  sugar  market? 

Mr.  LowRY.  Yes. 

Senator  Jones.  Do  you  know  when  that  option  was  obtained? 

Mr.  LowRY.  No.    It  must  have  been  some  time  in  September. 

Senator  Jones.  What  makes  you  think  so  ? 

Mr.  LowRY.  Because  this  whole  thing  happened  in  September, 
It  was  during  September  we  had  those  conferences  with  Mr.  Rolph, 
and  ho  was  running  back  and  forth  between  Washington  and  iSew 
Yo'k,  and  we  wore  seeing  him  every  day  or  two  in  New  York. 

Senator  Jones.  Did  you  ever  hear  from  either  Mr.  Rolph  or  Mr. 
Bab  t  when  an  option  was  obtained  ? 
Mr.  LowRY.  I  do  not  remember  that  we  did,  exactly,  no. 
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The  Chairman.  I  am  going  to  ask  the  gentlemen  who  are  here 
representmg  the  Food  Administration  to  please  bring  us  up  the  option 
that  was  made  for  those  100,000  bags  of  Cuba  sugar,  about  whicn  the 
witness  has  testified. 

Mr.  Lamb.  If  there  is  anything  of  that  kind,  we  will  bring  it  up. 

The  Chairman.  If  there  is  any  information  about  it,  we  would 
like  to  have  it. 

Mr.  Lamb.  It  is  a  matter  about  which  I  have  no  knowledge. 

Mr.  McGiNNis.  I  do  not  think  there  is  any  such  thing. 

Mr.  LowRT.  I  think  if  jou  will  call  Mr.  Rolph  some  time  when  he 
is  in  Washington,  and  he  is  here  right  along,  and  ask  him  about  it, 
he  could  give  you  the  particulars. 

Mr.  Lamb.  1  shall  endeavor  to  find  out  what  the  facts  are  and 
give  you  everythmg  that  we  have,  Mr.  Chairman. 

The  Chairman.  I  have  allowed  the  details  to  escape  my  memory, 
but  I  think  Mr.  Babst  testified  something  regarding  those  100,000 
ba^  of  sugar. 

Mr.  LowRY.  I  am  pretty  sure  that  he  did.  It  was  the  result  of 
that,  or  at  the  end  of  that  talk,  I  think,  that  it  came  out  about  his 
asking  Mr.  Spreckels  to  write  either  to  the  President  or  to  the  Attorney 
General  with  regard  to  their  suit. 

The  Chafrman.  Will  you  proceed  ?  Do  you  remember  whore  you 
were  when  j^ou  wore  interrupted  ?  You  had  spoken  about  the  Federal 
Sugar  Refining  Co.  not  buying  on  account  of  conditions  which  existed, 
and  of  finding  yourselves  oversold,  and  of  having  then  discovered 
that  there  was,  I  think  you  said,  100^00  bags  of  sugar  under  some 
kind  of  an  option,  held  either  by  Mr.  Rolph  or  by  Mr,  Babst. 

Mr.  LowRY.  Yes. 

The  Chairman.  And  you  secured  a  part  of  that.  Did  that  enable 
you  to  start  in  and  continue  ? 

Mr.  LowRY.  Yes.  Then  the  arrangement  was  made  with  refiners, 
part  of  which  was  the  formation  of  the  international  committee,  ana 
that  agreement  was  signed  under  date  of  October  1 ;  but  Mr.  Babst 
testified  the  other  day  that  his  company  did  not  sign  until  October 
10,  so  it  was  some  time  after  October  1  that  the  agreement  became 
workable. 

The  Chairman.  How  did  those  refiners  come  to  get  together  and 
eiffn  that  agreement? 

Mr.  LowRY.  How  did  they  come  to  do  it  ? 

The  Chairman.  Yes;  what  made  them  do  it? 

Mr.  LowRY.  Mr.  Rolph  said  that  ho  would  like  to  see  us  in  New 
York,  and  it  was  arranged  that  the  different  refining  interests  would 
attend  a  meeting  in  the  board  room  of  the  American  Sugar  Refining 
Co.  offices,  Mr.  Rolph  at  that  time  presented  a  tentative  agreement 
that  he  had  drawn  up  giving  his  ideas  as  to  the  kind  of  agreement 
the  refiners  should  make  with  the  Food  Administration. 

The  Chairman.  When  was  that  ? 

Mr.  LowRY.  About  September  20.  We  had  meetings  for  a  week 
or  10  days,  every  day  or  two,  sometimes  every  day. 

The  Chairman.  You  understood  at  that  time  that  the  question 
of  your  being  licensed  was  impending;  or  were  y^ou  already  licensed? 

>fr.  LowRY.  No;  wo  were  not  licensed.  We  understood,  perhaps 
properly  and  perhaps  improperly,  but  it  was  our  understanding, 
that  the  matter  of  control  would  be  covered  through  the  licensing 
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feature  of  the  bill.  Tliere  was  lot  of  talk  to  the  effect  that  "If  vou 
don't  do  this  and  if  you  don't  do  that/'  not  only  among  refiners,  l>ut 
merchants  and  brokers  as  well,  '^you  won't  get  a  license."  Whether 
that  was  true  or  not  I  do  not  know,  but  I  do  know  that  we  got  a 
license  before  this  agreement  was  finally  workable,  so  that  it  may  nave 
been  that  we  could  have  had  our  license  and  been  able  to  proceed 

The  Chairman.  Just  state  whether  at  the  time  it  was  generally 
understood  among  the  refiners  that  they  had  to  come  to  an  agree- 
ment in  substance  Uke  the  one  that  was  prepared  and  presented  by 
Mr.  Rolph. 

Mr.  LowRY.  The  first  conference  was  held  in  Washington  on  Sep- 
tember 5.  That  was  just  an  informal  conference,  ana  Mr.  Rolph 
read  a  statement  at  that  meeting  outlining  his  views;  and  then  it 
was  at  the  later  conference  called  in  New  York  that  we  finally  got 
down  to  business  on  it. 

The  Chairman.  I  just  want  to  get  this  without  any  circumlocu- 
tion :  It  either  is  or  is  not  the  fact  that  these  refiners,  when  they  came 
together,  thought  they  were  absolutely  free  to  do  exactly  as  they 
pleased,  and  run  their  business  as  they  pleased,  or  else  they  thought 
that  they  were  obliged  to  submit  themselves  to  the  direction  of  some 
other  will.     Now,  which  was  the  case? 

Mr.  LowRY.  No  one  thought  that  they  were  going  to  be  free. 

The  Chairman.  This  '^voluntary"  contract  that  we  have  heard 
so  much  about  was  only  voluntary,  then,  in  the  sense  that  it  was 
entered  into  because  you  thought  it  was  better  to  enter  into  that 
than  to  take  the  consequences  which  might  f oDow  from  a  refusal  i 

Mr.  LowRY.  Our  ideas  of  consequences  were  very  hazy,  but  there 
was  a  general  disposition  to  enter  into  the  contract  if  that  was  the 
way  the  Food  Administration  chose  to  handle  the  matter.  Generally 
in  the  trade  there  was  a  disposition  to  assist  the  Food  Administra- 
tion in  any  way  that  the  Food  Administration  thought  it  advisable 
to  urge. 

The  Chairman.  But  it  was  not  a  contract  that  would  have  been 
entered  into  outside  of  a  direction  from  the  Food  Administration! 
If  there  had  been  no  Food  Administration,  there  would  have  been 
no  contract  of  this  kind  ? 

Mr.  LowRY.  Decidedly  not. 

We  had  gotten  along,  Senator,  about  as  far  as  November  on  this 
outline  of  the  sugar  situation.     Shall  I  continue,  or  not? 

The  Chairman.  This  contract  finally  was  entered  into  about  the 
1st  of  October.     Now  proceed  with  your  statement. 

Mr.  LowRY.  After  tne  international  committee  was  formed  and 
buying  sugar,  they  made  the  purshases,  and  the  refiners'  committee 
aDotted  the  sugar  to  the  difterent  refiners.  Of  course,  the  amounts 
obtained  were  then  small,  because  then  we  were  in  the  hole  so  badly 
that  it  was  difficult,  if  not  impossible,  to  get  out  so  far  as  cane  sugar 
supplv  was  concerned,  and  the  only  relief  could  have  come  from  the 
free  distribution  of  beet  sugars  through  the  East,  and  that  did  not 
develop. 

There  was  one  other  situation  to  which  I  called  Mr.  Rolph's  atten- 
tion in  Washington  on  September  G  with  regard  to  the  Hawaiian 
sugars  in  San  trancisco.  The  two  refineries  in  Son  Francisco  had 
a  considerable  quantity,  about  120,000  tons,  of  Hawaiians  comins; 
forward  to  them  in  the  fall,  and  I  mentioned  to  him  that  they  would 
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not  be  needed  in  the  West  because  there  would  ]t)e  plenty  of  beet 
sugar,  and  asked  whether  arrangements  could  not  be  made  to  ship 
them  East,  where  they  would  be  needed,  and  have  them  melted  by 
the  eastern  refineries?  My  idea  was  that  that  should  be  done;  but 
Mr.  Kolph  said  he  did  not  want  to  do  that,  becfiuse  that  tied  up  the 
cars  bringing  the  sugar  overland  to  the  New  York  refiners,  and  then 
after  the  sugar  was  refined  it  would  go  part  [way  west,  and  that 
would  require  more  cars.  I  called  attention  to  the  fact  that  in  any 
event  it  would  not  go  west  of  Pittsburgh  and  Buffalo,  I  could  not 
urge  the  matter  f urtner  after  that,  because  if  that  was  his  decision 

The  Chairman.  On  September  20,  at  the  time  that  statement 
was  made,  is  it  not  a  fact  that  thousands  and  hundreds  of  thousands 
of  cars  were  being  moved  around  this  country  loaded  with  what 
may  be  termed  nonessentials;  that  is,  thin^  that  were  not  food- 
stuns,  and  things  that  were  not  Army  supplies  ? 

Mr.  LowRY.  Without  direct  knowledge  on  that,  I  should  say,  yes; 
and  of  course  I  do  know  that  when  beet  sugars  were  finally  released 
for  shipment  to  New  York  we  got  100  cars  of  beets  from  San  Fran- 
cisco snipped  in  two  days,  and  they  arrived  in  New  York  in  two 
weeks. 

The  Chairman.  And  that  occurred  during  the  height  of  the 
railroad  difficulties,  too,  did  it  not,  or  about  the  height  oi  them  ? 

Mr.  LowRY.  That  occurred  on  November  27.  That  was  the  height, 
I  believe. 

Senator  Jones.  I  thought  the  height  was  about  December  28. 

Mr.  LowRY.  As  to  the  height,  I  could  not  testify.  It  was  pretty 
bad  November  27  and  has  been  bad  right  along. 

Senator  Jones.  The  President  thougnt  it  was  the  height,  evidently, 
December  28. 

The  Chairman.  That  was  on  coal,  not  sugar.  I  guess  it  would 
have  been  a  good  idea  to  have  brought  some  cars  in  with  sugar 
and  sent  them  back  with  coal  if  somebody  had  had  sense  enough  to 
do  it. 

If  those  Hawaiian  sugars  had  been  moved  to  the  East  along  in 
the  month  of  September,  would  they  have  materially  relieved  the 
shortage  in  the  East  ? 

Mr.  LowRY.  Had  they  in  part  been  shipped  on  to  New  York  as 
they  arrived  in  September  and  October  ana  November,  and  gotten 
through,  they  of  course  would  have  helped  very  considerably.  Now, 
Mr.  Kolph  testified  to  the  effect  that  he  had  distributed  a  good 
many  of  those  in  the  Middle  West,  where  there  was  also  a  shortage. 
My  recollection  of  the  figures  in  the  record  is  that  they  showed 
that  there  was  about  130,000  tons  available  of  Hawaiian  sugars  for 
that  entire  period,  and  that  about  30,000  tons  were  distributed  in 
the  Missouri  River  territory;  and  so,  assuming  that  that  was  so,  it 
would  still  leave  a  considerable  quantity  to  come  East  had  they 
desired  to  have  them  come  East,  and  had  the  people  that  ownea 
them  been  wilUng  to  ship  them  East.  Perhaps  some  arrangement 
of  this  kind  could  have  been  made  by  arranging  for  the  eastern 
refiner  to  divide  his  profits  on  those  sugars  tnat  he  melted  with 
the  western  refiner  that  forfeited  his  right  to  use  them. 

Senator  Jones.  Let  me  ask  you  this  question  at  that  point: 
Was  there  an  oversupply  accumulated  at  any  poiat  in  the  country  ? 

Mr.  LowRY.  Nowhere  but  the  West. 
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Senator  Jones.  Where  in  the  West? 

Mr.  LoWRY.  The  figures  that  you  have  show  that  on  the  15th  of 
December  there  was  some  300,000  tons  of  sugar  then  on  hand  west 
of  the  Missouri  River,  west  of  the  Mississippi  River,  beet  and  cane. 

Senator  Jones.  At  what  period  f 

Mr.  LowRT.  December  15.  The  chairman  put  those  figures  in 
the  record  while  Mr.  Rolph  was  testifying.    You  see,  about    50 

?er  cent  of  the  beet  crop,  not  quite  50  per  cent  of  the  beet  crop, 
as  been  sold  to  date.  That  itself  would  be  over  350,000  tons. 
Added  to  that  were  some  30,000  tons  of  Hawaiian  sugars  on  hand 
December  15. 

.  Senator  Lodge.  And  the  bulk  of  the  Louisiana  sugars  was  coming 
into  the  western  country,  too,  was  it  not  ? 

Mr.  LowRT.  The  Louisiana  sugars  were  being  distributed  like  a 
fan  from  New  Orleans.  They  were  going  up  the  Mississippi  VaUey 
and  all  around. 

Senator  Lodge.  The  Mississippi  VaJlev? 

Mr.  LowRY.  I  think  a  great  many  of  them  went  up  tnat  way  to 
Chicago,  and  of  course  some  moved  to  the  East. 

Senator  Lodge.  You  got  the  26,000  tons  that  Mr.  Bapst  got  in 
the  East  ? 

Mr.  LowRT.  In  part,  yes;  and  then  some  of  the  clarifieds  and 
semirefined  sugars  were  shipped  direct  by  the  planters  to  manu- 
facturers  in  the  East. 

The  Chairman.  If  the  sugars  that  were  in  this  country  and  that 
were  available  had  been  properly  distributed,  would  we  have  had 
this  sugar  famine  ? 

Mr.  LowRY.  Of  course  a  proper  distribution  means. that  all  tho 
su^ar  available  should  be  put  in  the  places  where  it  is  needed. 

The  Chairman.  Yes. 

Mr.  LoWRY.  The  sugar  was  available  and  did  not  reach  the  places 
where  it  was  needed. 

The  Chairman.  So  that  the  responsibility  for  this  sugar  shortage 
can  not  be  placed  on  tho  fact  that  there  was  not  enough  sugar,  but 
it  must  be  assigned  to  some  other  cause  or  causes  ? 

Mr.  LowRY.  Yes. 

The  Chairman.  You  have  been  engaged  in  observing  and  having 
to  do  with  the  matter  of  distribution  of  sugars  for  many  years  in 
the  United  States,  have  you  not,  over  the  railroads  and  all  means 
of  communication  ? 

Mr.  LowRY.  Yes. 

The  Chairman.  You  have  observed  the  railroad  condition  as  it 
existed  through  this  last  summer  and  fall? 

Mr.  LowRY.  Yes. 

The  Chairman.  You  have  already  commented  upon  the  fact  that 
away  along  in  the  month  of  November — ^I  think  you  said  November 
27 — when  we  all  know  that  there  was  a  great  car  shortaj^e  compared 
with  previous  times,  they  were  able  to  get  100  cars  of  sugar  from 
California  in  ten  days'  time. 

Mr.  LowRY,  Two  weeks'  time;  yes. 

The  Chairman.  Two  weeks'  time.  Was  the  price  raised  before 
that  sugar  was  sent  ? . 

Mr.  Li) WRY.  Yes;  it  was. 
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The  CHAinyAN.  I  do  not  caro  to  go  into  that  now.  Have  you  any 
doubt  whatever  that  if,  be^nning  in  the  month  of  September,  when 
you  issued  this  warning,  an  offort  had  been  made  to  secure  cars,  a 
aufiirient  number  could  have  been  secured  to  have  moved  the  sugars 
to  the  points  where  they  were  needed  ? 

Mr.  LoWRY.  If  every  one  was  anxious — that  is,  particularly  the 
owner  of  the  sugar — to  make  that  movemeni ,  I  have  a  conviction 
that  it  would  have  been  done ;  yos. 

The  Chairman.  If  there  had  been  no  r^ulation,  if  it  had  been  a 
matter  of  regulation  by  prices,  and  regulation  by  the  business  con- 
cerns that  would  be  wanting  to  get  the  trade,  would  they  or  would 
they  not  have  made  the  effort,  and  would  or  would  not  the  induce- 
ment have  existed  to  move  tho  sugars  under  normal  conditions,  if 
there  was  no  arbitrary  interference? 

Mr.  LowRY.  The  normal  inducement  for  the  beet  man  to  sell  his 
sugars  in  the  East  in  the  fall  of  the  year  is  the  fact  that  very  fre- 
quently during  that  period  a  high  price  exists — that  is,  a  higher 
price  e,\ists  than  will  prevail  after  the  1st  of  January,  when  tho 
new-crop  Cuban  sugars  come  along;  so  in  order  to  take  advantage  of 
that  higher  price  he  is  willing  to  absorb  something  in  the  way  of 
freights.  The  amouat  of  sugar  that  he  moves  East  is  entirely  de- 
pendent upon  his  judgment  of  the  market,  and  to  what  extent  wil 
the  new-crop  Cubaa  depress  prices.  Then  he  figures:  "Well,  if 
the  new  crop  is  going  to  depress  prices  60  points,  and  if  I  ship  it  East 
now  I  have  only  a  thirty-point  absorption,  it  is  better  for  me  to  ship 
now  and  absorb  that  30  points  than  to  hold  it  and  sell  it  in  the  West 
at  a  60-point  decline  after  the  1st  of  January  or  tlie  Ist  of  February. " 

The  Chairman,  Cutting  out  all  commercial  expressions,  the 
amount  of  it  is  that  if,  under  normal  conditions,  the  price  would 
rise  in  the  Atlantic  States  (I  will  use  them  as  typical)  to  a  point  where 
the  beet  sugar  manufacturer  could  ship  his  sugars  there  and  pay  the 
freight  and  sell  them  for  a  better  price  than  he  would  get  at  home,  ho 
would  ship  his  sugars? 

Mr.  LowRY.  The  Food  Administration 

The  Chairmax.  I  am  not  talking  about  the  Food  Administration, 
I  say,  in  normal  limes,  without  any  food  administration,  if  we  had 
never  heard  of  the  food  adminigtration,  aa  I  understand  you,  if  a 
beet  sugar  man  observed  that  prices  over,  wo  will  say,  in  the  New 
England  States  were  higher  than  the  price  at  his  factory  oi 
ordinary   trade  territory,   and   enough  higher  so   that   the 
could  bt!  absorbed  or  paid,  he  would  then  ship  to  that  markel 
tho  price  was  bi-^t? 

Mr.  LowRY.  Exactly. 

Tho  Chairman.  And  ho  would  bo  on  tho  lookout  all  tl 
for  that  kind  of  a  deal,  would  ho  not? 

Mr,  LowRY.  Ho  would  bo  very  koon  for  it;  yes. 

Tho  Chairman.  And  tho  sugar  broker  would  bo  on  tho  1 
aU  tho  timo  for  that  kind  of  a  customer,  both  buyor  and  solli 

Mr.  Ix>WRY,  Yos. 

Tho  Chairman.  And  thoso  gontlomon  engaged  in  tho  sugt 
noss  would  also  be  on  tho  lookout  for  cars  to  haul  this  sugar; 
thoy  not? 

Mr.  Lowry.  Yes. 
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Tho  Chairi€AN.  Now,  that  is  tho  condition  with  tho  normal 
commercial  machinery  working  ?  ^ 

Mr.  LowRY.  Yes. 

Tho  Chairman.  When  tho  Food  Administrator  got  all  of  tho  boot- 
sugar  men  togothor  and  had  thom  agree  on  a  price  of  S7.25  for  their 
su^ar,  that  was  a  seaboard  pnce^  was  it  not? 

Mr.  LowRY.  Yes. 

The  Chairman.  And  if  a  beet-su^ar  factory  was  located,  wo  wUl 
say,  in  Colorado,  and  it  wanted  to  soU  its  sugar  on  tho  Atlantic  coast, 
or  was  asked  to  sell  its  sugar  on  tho  Atlantic  coast,  and  shipped  it 
there,  it  would  only  get  $7.25  and  have  to  pay  tho  froight  out  of 
the  price  if  it  sold  it  in  competition? 

Mr.  LowRY.  Yes. 

The  Chairman.  If  it  kept  it  at  homo  it  could  savo  tho  froight. 
If  it  kept  it  at  home  and  sold  it  at  $7.25,  which  it  was  permitted  to 
do,  it  could  save  the  freight  from  Colorado  to  New  England  ? 

Mr.  LowRY.  Or  perhaps  gain  something  in  freight. 

The  Chairman.  Well,  it  could  savo  that  froight? 

Mr.  LowRY.  Yes. 

The  Chairman.  Now,  then,  it  could  also  savo  tho  froight,  could 
it  not,  that  would  bo  charged  on  sugar  coming  from  tho  Atlantic 
coast  to  Colorado  ? 

Mr.  LowRY.  The  difierence  between  that  rate  and  tho  rato  it 
would  actually  pay;  yes. 

Tho  Chairman.  So  that  as  a  matter  of  fact,  as  a  result  of  the 
fixing  of  an  arbitrary  price  for  the  beet  sugar,  and  fixing  that  price 
on  the  seaboard,  it  resulted  that  if  a  manufacturer  of  boot  bu^ar 
having  a  mill  in  the  interior  of  tho  coimtry  could  find  any  marKot 
for  his  sugar  near  at  home  he  would  realize  net  out  of  tho  sugar 
that  he  sold  near  at  home  as  much  more  than  he  could  roalizo  on 
sugar  that  he  shipped  to  the  New  England  coast  as  tho  froight  to 
the  New  England  coast  and  probably  as  tho  freight  back  from  tho 
New  England  coast  to  his  own  mill  ? 

Mr.  LowRY.  At  mill  door;  yes. 

The  Chairman.  The  result  of  that  necessarily  was,  was  it  not, 
to  do  exactly  what  Mr.  Hoover  swore  he  tried  to  do — to  limit  tho 
beet  sugars  so  that  they  would  not  go  oast  of  tho  Allegheny  Moun- 
tains?   It  would  have  that  tendency,  would  it  not? 

Mr.  LowRY.  Yes.  They  naturally  would  not  want  to  come  any 
farther  east  than  they  had  to,  and  if  they  could  stop  at  tho  Alloghony 
Mountains  it  would  be  quite  satisfactory  to  them.  Other  years 
they  have  been  afraid  of  a  lower  price  after  the  first  of  tho  vcar 
when  Cuban  sugars  came  in.  Now,  this  year  they  were  not  afraid 
of  that,  and  through  the  fixing  of  tho  Cuban  pnce  for  1918  they 
were  assured  of  getting  $7.25  or  more  for  their  crop.  Sinco  then 
the  price  has  been  raised  to  $7.45  by  the  Food  Administration. 

The  Chairman.  They  were  not  afraid  of  it  because,  instead  of 
sugars  coming  in  in  the  natural  and  ordinary  way  and  the  price 
being  cut  down  by  virtue  of  a  large  crop  in  Cuba,  tho  Food  Adminis- 
tration had  intervened  and  had  either  fixed  or  given  assuranco  that 
it  would  fix  a  Cuban  price  that  would  not  conflict  with  tho  boot- 
siigar  price.     That  is  true,  is  it  not  ? 

Mr.  IjOWRY.  Yes. 
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The  CnAraMAN.  So  that  the  gentleman  owning  a  boetrsugar  mill, 
vre  will  say,  in  Colorado,  knew  that  he  rould  hold  his  sugar  through- 
out the  year  and  could  get  ¥7.25  for  it? 

Mr.  LowHY.  Yes;  and  that  price  has  since  been  raised  to  $7.45. 

The  Chairman.  Yes;  and  since  that  time  the  Food  Administra- 
tion has  raised  it  to  $7.45? 

Mr.  LowitY.  Yes. 

The  Chairman.  Now,  when  we  reached  the  extreme  height  of  the 
famine  in  New  England,  when  the  constituents  of  Senator  Didee  here 
did  not  have  enough  sweets  to  put  in  their  baked  beans — they  do 
use  some,  I  think;  molasses,  I  thank,  but  it  ia  mighty  good — thoy  got 
these  beet  sugars  to  the  Atlantic  seaboard  States  by  raising  the  price 
on  beet  sugars,  did  they  not  ? 

Mr.  LowRY.  They  did  raise  the  price,  and  they  did  get  some  there 
late  in  the  year. 

The  Chairman.  Some  of  them.  Now,  do  yoil  know  whether  or  not 
it  is  true  that  at  the  time  they  were  without  sugar  in  the  Atlantic 
States  there  were  largo  accumulations  of  beet  sugar  in  Michigan  and 
in  States  nearby  ? 

Mr,  LowRY.  The  only  information  I  have  on  that  point  is  the 
figures  of  stocks  that  you  put  in  the  record  while  Mr.  Rolph  was  on 
the  stand.  While  we  are  on  this  point,  would  it  be  a  good  plan  for 
me  to  tell  you  how  I  know  about  this  raising  of  the  price  and  the 
shipment  of  the  beet  sugars  ? 

The  Chairman.  Yes. 

Mr.  LowRY,  I  happened  to  be  chairman  of  a  distributing  committee 
in  New  York  which  had  charge  of  the  sugars  that  were  taken  over  by 
the  Government,  either  bv  commandeering  or  through  negotiation. 
These  sugars  were  originally  purchased  by  neutral  nations,  and  the 
shipment  of  them  was  prohibited  by  the  Government  forbidding 
exports  of  sugar  to  neutrals. 

The  Chairman.  When  was  that  done? 

Mr.  LowRY.  This  was  done — the  first  lot  we  got  was  on  Novem- 
ber 9.  It  amounted  altogether  to  about  twenty-five  to  thirty  ■ 
thousand  tons. 

The  Chairman.  You  are  talking  about  when  you  got  the  sugar. 
I  want  to  know  when  the  Government  issued  the  embargo  omer 
against  the  shipment  of  sugars  to  neutral  countries. 

Mr.  LowHY.  It  was  either  late  August  or  early  Septen 
the  arrangement  was  that  this  same  committee  shoult 
the  distribution  of  what  boot  sugars  were  shipped  east  ol 
and  Buffalo.     That  came  about  in  this  way: 

There  was  a  general  scarcity  of  sugar  and  the  desire  c 
distribute  the  sugar  as  widely  as  possible.  I  was  in  ] 
office  when  he  received  a  telegram  from  Chicago.  I  mij 
in  that  connection  that  the  beet  sugars  are  being  dist 
year  through  a  central  distributing  committee  in  Chicago. 
IS  the  manager  of  that.  Mr.  Rolph  received  a  telegram 
stating  that  they  could  spare  25  cars  of  beet  sugar  fo 
and  Wr.  Rolph  handed  it  to  me  and  asked  me  if  1  would 
of  it.  I  said  I  thought  the  sugar  should  go  to  New  Engh 
they  seemed  to  be  the  worst  off  just  at  that  time. 

Senator  Jones.  When  was  that? 
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Mr.  LowRY.  It  must  have  been  about  November  15.  No;  it  was 
a  little  later  than  that;  November  18,  perhaps.  Now,  that  was  the 
situation. 

This,  I  think,  happened  on  a  Thursday,  and  I  commenced  to  make 
plans  to  get  this  25  cars  and  distribute  it.  On  Saturday  Mr.  Earle, 
the  manager  of  the  beet-sugar  distributing  committee  in  Chicago, 
called  me  on  the  phone  and  said,  in  effect:  '* We  are  getting  readv  to 
ship  this  sugar";  and  he  add^d,  *^  the  price  is  not  to  be  7.25;  it  will  be 
7.80."  That  was  the  fi^t  time  that  1  had  any  intimation  that  they 
were  contemplating  raising  the  price  of  these  sugars  that  were 
shipped  East.     He  said:  '*See  Rolph." 

The  Chairman.  What  Mr.  Earle  was  that  ? 

Mr.  LowRY.  This  was  a  Mr.  Horace  Earle,  who  is  the  manager  of 
the  beet-sugar  distributing  committee  in  Chicago.  All  the  beet 
sugar  of  the  country,  I  believe,  is  being  distributed  through  that 
committee. 

Senator  Vardaman.  Is  he  a  refiner? 

Mr.  Lowry.  No ;  he  was  a  broker,  formerly,  in  Minneapolis.  Then 
he  wired  me  on  November  20,  as  follows: 

Frank  C.  Lowry. 

Shippin.?  25  cars  par  your  letter  the  4th,  with  papers  attached.  Please  understand 
price  7.80  less  2  par  cent  f.  o.  b.  seaboard  refining  points  per  authority  of  Rolph. 

Senator  Lodge.  What  was  the  date  of  that  ? 

Mr.  Lowry.  That  is  November  20.  This  was  about  the  price, 
you  see,  and  he  asked  me  over  the  telephone  to  confirm  that  higher 
price  arrangement.  I  did  not  know  anything  about  it,  and  I  went 
to  see  Rolph.  Before  I  went  to  see  Rolph  I  wired  Earle  this  way— I 
was  anxious  to  get  the  stock;  it  was  badly  needed,  and  the  price  was 
a  secondary  consideration,  I  thought : 

Making  shipment  in  this  pariod  of  sugar  famine,  question  is  not  price,  but  stock. 
Matter  of  price  can  be  arranged  when  shipment  made.  Kindly  telegraph  Saturday 
routing,  destination,  and  amount  of  dralt. 

That  is  the  telegram  which  I  sent  to  Mr.  Earle  on  November  21. 
Then  I  saw  Mr.  Rolph,  and  Mr.  Rolph  said:  **Well,  about  that  priw, 
7.80  is  all  right  for  them.''  Adding,  ^*We  may  allow  a  higher  price. 
That  has  not  been  decided  yet,  and  I  have  put  the  whole  matter  up 
to  Mr.  Hoover  as  to  what  price  we  shall  settle  on;  but  for  the  present, 
let  them  think  they  are  going  to  get  7.80." 

So  I  told  Earle  that  it  wa3  all  right,  to  draw  on  us  at  7.80,  and  the 
25  cars  came  forward.  I  kept  pressing  Mr.  Rolph  to  find  out  what 
the  price  was  to  bo,  because  I  could  not  proceed  to  sell  them  until  I 
knew  the  price.  Finally  he  told  mo  that  he  had  a  letter  from  >Ir. 
Hoover  putting  it  up  to  him  to  settle  on  the  price;  and  the  result  of 
that  was  that  he  determined  on  a  price  of  8.15  instead  of  this  7,SU 
price.     Then  we  proceeded  to  dispose  of  those  25  cars. 

As  I  say,  it  was  on  November  20  that  this  happened.  Now,  the 
beet  sugars  distributed  in  the  East  came  in  this  way:  Between  Novem- 
ber 23  and  30,  fi*om  Michigan  and  Ohio  points,  there  were  20  caw 
shipped.  Nothmg  was  shipped  at  an  earlier  date.  Between  Decem- 
ber 1  and  December  7,  there  were  38  cars,  and  between  December  7 
and  December  14,  38  cars  more.  These  were  from  Michigan  and 
Ohio  points.  You  see,  after  the  original  25  cars  which  they  decided 
to  ship  to  New  England,  they  determined  to  ship  further  quantities, 
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and  in  addition  to  what  I  have  stated  there  came  100  cars  from  Cali- 
fomia  on  one  day,  November  27.  That  was  a  very  satisfactory  ship- 
ment. It  contained  90,000  bags,  and  it  came  through  in  two  weeka, 
and  we  distributed  it  very  promptly  from  New  York.  It  was  satis- 
factory from  every  standpoint.  The  Ohio  and  Michigan  sugar  was 
delayed  in  transit. 

Senator  Lodge.  That  was  the  end  of  November? 

Mr.  LowRY.  That  was  the  end  of  November,  yes.  You  see,  that 
was  much  later  than  the  time  we  had  expected  the  beet  sugars  to 
come  forward.  We  had  expected  them  to  be  in  free  supply  in  all  that 
territory  in  November.  Instead  of  that,  they  were  just  starting  to 
ship.  This  is  not  knowledge;  this  is  just  what  I  believe  to  bo  the 
situation  from  what  I  have  known  and  what  I  have  heard  Mr.  Hoover 
testify.    Mr.  Hoover  testified,  you  will  remember,  that  he  had  ex- 

Eected  to  supply  that  eastern  territory  with  Louisiana  sugars,  and 
e  would  keep  the  beets  west  of  the  AUeghenies;  and  the  breaking 
down  of  the  supply  of  Louisiana  sugars  made  him  determine  to  bring 
the  beets  on  to  the  East,  but  it  was  then  too  late. 

Senator  Lodge.  Was  there  any  suggestion  made  earlier  than  that, 
say  in  October,  that  they  were  going  to  forward  beet  sugars  to  the 
Atlantic  seaboard  ? 

Mr.  LowRY.  Oh,  there  was  any  amount  of  talk  to  that  effect  from 
the  1st  of  September.  These  beet  sugars,  according;  to  the  talk  ema- 
nating from  the  Food  Administration,  were  just  going  to  supply  the 
entire  territory. 

The  Chairman.  It  was  before  Mr.  Babst  got  his  contract  for  all  of 
the  Louisiana  sugars  that  were  loose,  was  it  not,  that  that  talk 
existed  about  supplying  the  East  with  beet  sugars  ? 

Senator  Jones.  First,  I  will  ask  you  if  he  got  a  contract  for  all  those 
sugars? 

Mr.  LowRY.  He  got  a  contract  for  all  that  were  loose,  yes;  some 
26,000  tons;  but  he  hoped  to  get  a  contract  for  100,000  tons  or  more. 

Senator  Jones.  You  say  that  26,000  tons  were  loose.  What  do 
you  mean  by  that  ? 

Mr.  LowRY.  That  was  the  amount  of  centrifugal  sugar  that  they 
made  which  went  to  the  American  Sugar  Refining  Co.  There  were 
also  some  centrifugals,  as  we  call  the  refining  grades,  you  know,  that 
went  to  some  of  the  other  Louisiana  refiners. 

The  Chairman.  When  I  used  the  term  **  loose,"  I  meant  by  that 
*' available." 

Mr.  LowRY.  That  is  as  I  understood  it. 

The  CnAniMAN.  Of  course,  you  have  to  make  a  little  allowance  for 
my  English. 

Senator  Jones.  For  your  Missouri  language. 

The  Chairman.  Yes.  You  did  not  answer  my  question — Senator 
Jones  interrupted  you — as  to  whether  this  talk  which  you  heard  con- 
stantly in  the  Food  Administration  about  getting  the  beet  sugars 
into  the  Eastern  States  for  the  purpose  of  filling  in  any  gap  that 
might  exist  had  not  principally  taken  place  before  Mr.  Babst  got  the 
contract  for  the  Louisiana  sugars,  which  I  think  was  obtained  along 
about  the  1st  of  October? 

Mr.  LowRY.  Yes;  that  was  later.  That  is  obvious,  because  this 
beet-suear  talk  started  the  latter  part  of  August  or  the  first  part  of 
Septemoer,  when  they  were  negotiating  with  these  beet  people,  while 
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the  contract  with  the  Louisiana  people  was  not  made  until  along 
about  the  middle  of  October. 

Senator  Vardaman.  After  that  contract  was  made,  do  I  under- 
stand you  to  say  that  the  promise  to  supply  the  deficiency  in  tho 
East  from  beet  and  western  sugars  was  suspended,  or  no  further 
effort  was  made  ^ 

Mr.  LowKY.  I  have  no  knowledge  on  that  point,  except  Mr. 
Hoover^s  testimony  that  he  had  not  originally  contemplated  ship- 
ping beets  east  of  tne  AUeghenies,  and  they  certauily  were  not  shipped 
imtil  after  November  20. 

Senator  Lodge.  I  want  to  ask  you  a  question,  Mr.  Lowry,  on  a 
statement  in  a  letter  that  I  have  received  from  a  large  sugar  broker 
in  Boston.  It  is  a  letter,  not  sworn  testimony,  but  it  is  from  a  large 
firm  there,  the  George  William  Bentley  Co. 

Mr.  LowKY.  Yes;  I  know  them. 

Senator  Lodge.  They  say: 

In  October,  1917,  we  received  inBtructions  to  notify  the  public  through  the  pren 
that  tlie  Bugar-distribiiting  committee  of  Chicago  would  come  to  the  relief  of  Ne« 
England  in  the  sugar  famme,  and  were  instruct  to  make  sales  of  beet  sugare  at  7} 
cents  per  pound,  the  cane-sugar  refiners*  price  being  8  cents  and  over  and  increasinf; 
rapidly.  Thus  authorized,  we  sold  several  hundred  cars  of  beet  sugar,  which  (mlei^ 
were  held  in  i'hicago  for  a  number  of  weeks  without  shipment.  During  this  time  «e 
and  the  trade  were  daily  expecting  receipt  of  the  goods.  FinaUy  we  were  notified 
that  these  orders,  not  having  been  accepted,  were  canceled,  and  instructed  to  ad^-t** 
our  trade  accordingly  that  the  distribution  of  this  sugar  was  turned  over  to  the  Ameri- 
can refiners'  committee,  111  Wall  Street,  New  York,  for  distribution;  this  without 
any  consideration  given  to  our  interest  or  that  of  the  trade,  after  causing  us  to  spend 
large  sums  of  money  telegraphing  our  orders  and  expenses  of  soliciting  this  busmen 
from  the  wholesale  grocery  trade.  • 

He  says  they  received  instructions  in  October  to  notify  the  public 
through  the  press. 

Mr.  Lowry.  The  situation  he  describes  there  was  a  general  situa- 
tion. As  to  where  he  got  his  instructions,  I  do  not  know;  but  the 
brokers  did  imderstand  that. 

Senator  Lodge.  Where  could  he  have  gotten  instructions  ? 

Mr.  LowBY.  I  assume  that  he  got  them  from  the  Food  Administra- 
tion or  some  one  connected  with  it,  or,  perhaps,  from  the  central  dis- 
tributing committee  in  ChicaTO,  whicn  is  connected  with  it.  He 
must  have  gotten  it  from  either  Washington  or  Chica^,  because 
they  were  the  only  people  that  knew.  Of  course,  the  orokers  all 
through  the  eastern  territory  were  keen  to  get  that  sugar,  and  they 
did  submit  these  orders  to  the  central  distributing  conmiittec  in 
Chicago.  They  held  them  up  there  and  did  not  accept  them  or 
reject  them.  They  stated  that  they  were  so  busy  shipping  sugars  to 
the  Central  or  Middle  West  that  they  had  not  any  sugars  yet  lor  the 
East.    That  was  the  explanation. 

Senator  Lodge.  He  states  that  he  received  instructions  to  notify 
the  public  through  the  press. 

Mr.  LowBY.  Oh,  well,  that  was  just  part  of  the  general  campaign 
that  was  carried  on,  that  these  sugars  were  coming,  and  if  he  did  not 
get  it  until  October — ^what  is  the  date  ? 

Senator  Lodge.  He  just  says  ^*in  October,  1917.'' 

Mr.'LowuY.  Well,  then,  it  might  have  been  the  1st  of  October,  but 
talk  to  that  effect  was  very  general  all  through  September  and  Octo- 
ber.    Then,  when  they  detemihied  to  ship  these  sugars  on  to  thi? 
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refiners'  distributing  committee  which  ho  mentions  there,  and  of 
which  I  was  the  chairman,  wo,  of  course,  recognized  that  the  amoimt 
of  sugars  that  they  were  going  to  ship  us  was  not  anywhere  near  a 
sufficient  amoimt  to  fill  these  orders,  and  if  we  gave  a  car  to  this 
man  and  a  car  to  that  man  a  few  distributors  would  have  sugar  and 
the  balance  would  have  none.  So  we  proceeded  on  this  basis  in  an 
effort  to  supply  every  one  with  some  sugar.  We  divided  it  up  and 
started  a  new  deal  by  giving  every  dealer  who  had  done  business 
with  the  refiners  some  sugar.  One  hundred  bags,  or  50  bags,  was 
the  basis  that  we  attempted  to  approach  in  the  distribution. 

Senator  Jones.  Why  did  you  confine  it  to  those  who  had  done 
business  with  the  refiners  ?  • 

Mr.  LowRT.  Because  they  were  the  distributors.  You  see,  all 
distributors  of  sugar — that  is,  all  wholesale  distributors  of  sugar— did 
business  with  reliiiers.  When  we  covered  them  we  covered  all  dis- 
tributors except  the  retail  trade.  They  in  turn  distributed  to  the 
retail  trade. 

Senator  Jones.  Then  in  the  orcUmary  channels  of  procedure  for 
distribution  of  sugar  in  normal  times,  that  was  confijied  to  the 
refiners,  was  it  ? 

Mt.  LowBY.  Yes,     Each  refiner  distributed  his  own  output. 

Senator  Jones.  Or,  in  other  words,  ordinarily  beet  sugars  do  not 
come  on  to  the  Atlantic  seaboard  ?  . 

Mr.  LowRY.  Sometimes  they  do,  and  sometimes  they  do*  not.  It 
is  entirely  a  question  of  price.  If  they  believe  that  after  the* first  of 
the  year  the  price  will  be  so  much  lower  that  they  will  net  less  by 
keeping  those  sugars  at  home  and  selling  later  to  their  home  trade, 
then  they  ship  them  East,  and  absorb  something  in  the  freight. 

Senator  Jones.  At  any  rate,  ordinarily  the  beet  sugar  people  did 
not  have  any  distributors  in  the  eastern  market  separate  from  the 
refiners  ? 

Mr.  LowRY.  The  Atlantic  coast  is  the  most  unattractive  trade  to 
the  beet  man  in  the  country,  and  he  comes  to  it  reluctantly  always. 

Senator  Jones.  And  it  is  only  an  unusual  condition  which  brings 
beet  sugars  into  this  section  of  the  country  ? 

Mr.  LowRY.  Exactly. 

The  Chairman.  Did  the  xmusual  condition  exist  this  year  1 

Mr.  LowRY.  I  think  so. 

(Thereupon,  at  12  o'clock  meridian,  the  subcommittee  took  a  recess 
until  2  o'clock  p.  m.) 

afternoon  session. 

The  subcomnuttee  reconvened,  pursuant  to  the  taking  of  the 
recess,  at  2.25  o'clock  p.  m. 

TESTIHONY  OF  MB.  FEAITK  C.  LOWBY— Besomed. 

Mr.  LowRY.  Mr.  Chairman,  there  was  a  point  here  that  Mr.  Hoover 
brought  up  about  our  position  in  regard  to  our  offering  the  services 
of  the  Federal  refinery  without  profit.     I  would  like  to  clear  that  up. 

The  Cuairman.  Very  well;  you  may  make  whatever  statements 
you  care  to  about  that. 
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Mr.  LowEY.  First,  where  a  difference  appears  between  Mr.  Hoover's 
testimony  and  my  own,  I  would  like  to  say  that  Mr.  Hoover  at  tho 
time  I  saw  him,  the  10th  of  May,  had  been  m  Washington  only  about 
10  days,  and  unquestionably  he  had  a  great  many  things  on  his  mind. 
On  the  other  hand,  1  had  but  one  thought  in  mind,  and  never  have  I 
done  anything  in  which  I  took  greater  pride.  Air.  Spreckels,  Mr. 
Smith,  and  myself  had  had  a  talk  about  tho  Food  Administration. 
It  was  just  after  we  had  declared  war,  we  wanted  to  do  all  that  we 
could,  so  wo  determined  to  place  our  position  frankly  and  fully  before 
Mr.  Hoover,  so  that  he  would  know  that  our  organization  and  our 
plant  was  at  his  service.  Mr.  Sprocket  gave  me  a  letter,  which  is  in 
the  evidence,. to  take  to  Mr.  Hoover.  1  aid  on  that  the  10th  of  May. 
The  letter  that  I  handed  him  stated  that  we  were  quite  wiUing  to 
operate  the  refinery  on  a  toll  basis  for  the  Government  if  they  decided 
to  take  over  tho  sugar  industry,  and  in  addition  I  particularly  stated 
to  him  that  we  would  operate  on  any  basis  that  it  should  be  decided 
was  in  the  best  interests  of  the  country.  By  that  I  understood— 
we  all  understood — that  we  would  operate  for  nothing  if  he  was  so 
determined.    We  were  prepared  to  go  tho  limit. 

I  saw  Mr.  Hoover  in  the  forenoon.  In  the  afternoon  1  came  down 
to  the  Capitol  and  I  saw  Senators  Thomas  and  Hardwick.  I  ex- 
plained our  position  to  them,  and  I  told  them  of  my  conversation 
with  Mr.  Hoover.  Senator  Thomas  said  ho  would  like  to  have  a 
copy  of  the  letter  to  Mr.  Hoover,  and  as  showing  what  was  in  our 
minds  I,  on  May  14,  wrote  to  Senator  Thomas  the  following  letter. 
In  this  connection  I  will  say  that  I  have  not  talked  with  Senator 
Thomas  nor  with  Senator  Hardwick  since  then  about  this  matter, 
yet  I  am  quite  sure  that  if  you  will  call  them  they  will  tell  you  that 
what  I  now  say  about  our  offer  was  exactly  what  1  told  them,  at  that 
time.  On  May  14,  1917,  three  days  after  I  saw  Mr.  Hoover,  I  wrote 
Senator  Thomas  the  following  letter: 

ExHisrr  No.  216. 

New  York,  May  U,  1917. 

Mt  Dear  Senator:  In  accordance  with  our  conversation  I  inclose  herevith 
copy  of  the  letter  written  by  our  Mr.  Spreckels  to  Mr.  Hoover,  and  presented  to  him 
personally  by  me.  I  would  add  that  speaking  for  the  Federal  Sugar  Refining  Co.  I 
told  Mr.  Hoover  that  we  were  glad  to  volunteer  the  services  of  our  plant  and  our 
organization  to  the  Nation's  welfare.  Furthermore,  that  we  were  willing  to  operate 
our  plant  for  the  Government  on  a  commission  basis,  they  to  supply  us  with  rav 
sugar,  we  to  supply  the  trade  with  refined  sugar  at  whatever  price  they  designated. 
Very  respectfully, 

Frank  C.  Lowet. 
Senator  Charles  S.  Thomas, 

Waahingtonf  D.  C. 

Now,  the  only  basis  of  profit  which  we  could  possibly  have  is  the 
difference  between  the  pnce  at  which  we  get  raw  sugars  and  tho 
price  that  we  get  for  refined  sugar,  and  if  we  sell  refined  sugar  at 
whatever  price  the  Government  designates,  it  certainly  shows  that 
it  was  in  our  minds,  that  it  was  our  intent,  that  the  Government 
should  limit  our  profits  in  any  way  they  thought  best.  That  has 
been  our  position  at  all  times  since  last  May. 


Furthermore,  on  June  12  I  wrote  to  Mr.  Hoovor  the  following 
letter: 

EiHiBir  No,  217. 

New  York,  Junt  12,  1917. 
Mr.  Herbert  Hoover, 

Chairman  Fond  CommilUe. 
CcuncU  Nationil  Dffentt, 

Wathirt'jlon.  D.  C. 
My  Dear  Sir:  You  trill  recall  that  when  I  first  talked  with  you,  speaking  for  the 
F^cral  Sugar  Refining  Co.,  1  stated  that  ifit^ould  be  determined  that  it  was  in  tli« 
Ih'sI  interest  of  the  United  Staten  for  the  Government  to  buy  raw  ei^r  supplies  bmA 
to  (ix  the  selling  price  on  refined  sugar,  the  Federal  Sugar  Refining  Co.  was  willing 
to  undertake  the  work  of  refining  this  migar  for  the  GovemmeDt  on  a  comniiBsion  or 
toll  l)asia  and  that  our  busineBs  was  in  such  shape  that  we  would  be  ready  to  begin 
this  work  some  time  around  the  first  of  i\i,\y.  Since  then  we  have  held  ouraelves  in 
a  position  to  procetnl  in  this  way  it  you  desired  it. 

Ab  you  know  I  ran  appreciate  fully  that  you  have  not  ae  yet  been  placed  in  a  posiV 
tion  by  TongreM  to  determine  exactly  what  was  to  be  done.  On  the  other  hand, 
you  can  understand  that  a  matter  of  this  kind  can  not  be  left  in  suepeuse  indefinitely, 
and  the  time  is  now  rapidly  approaching  when  we  must  proceed  to  do  business  both 
in  the  purchase  of  raw  supplies  and  the  sale  of  refined,  provided  the  GovemmeDt  does 
not  propoec  to  take  over  the  plant  on  some  such  baptsas  that  previously  outlined. 

I  would  appreciate  it  very  much  it  you  would  let  me  know  just  how  you  would 
like  us  to  proceed  under  the  circumstances. 
.Vgain  thanking  you  tor  the  consideration  shown  me  in  the  past,  I  am. 
Very  sincerely,  yours, 

Fbank  C.  Loury. 

Further,  Mr,  Rolph  has  statod  that  tho  Federal  Refinery  was  the 
first  refinery  to  sign  tho  agreement  with  the  Government, 

I  think  that  this  shows  cleerly  what  our  attitude  has  been,  and  it 
was  p.  distinct  shock  to  us  and  a  great  disappointment  to  me  when 
Mr.  Hoover,  perhaps  stung  at  some  testimony  that  ciinie  out  at  this 
hearing,  went  to  tne  press  and  sEJd  that  Mr.  Spreckols  was  "soro" 
because  his  profits  were  to  be  reduced  by  the  Food  Administration. 
Thi^,t  wcs  absolutely  untrue,  and  I  submit  that  the  evidence  shows 
thRt  out  position  has  been  perfectly  clear  from  the  first. 

Now,  along  thpt  line,  the  next  thin^that  happened  was  when  ap- 
pp.reiit.ly  in  an  effort  to  back  up  Mr.  Hoover's  c.Iaim  that  our  profits 
would  ne  cut  tremendously,  f  nd  that  was  tlie  leason  that  we  were 
sore,  Mr,  Rolph  r.nd  Mr.  iBabst,  two  of  the  three  American  mem- 
bers of  the  international  committee,  took  tho  stand  and  attempted 
to   show   thr.t   our  profits   had  been   enormous.     They  were  most 
{generous  in  their  estimate  of  the  ability  of  our  selling  organization 
and  tho  quality  of  our  good?  to  commwd  a  hidi  price,  but  the  diffi- 
culty was,  from  a  stockholder's  standpoint,  their  conclusions  were 
not  right  because  their  promises  were  incorrect.     They  said  thi 
average  price  of  raw  sugar  for  the  year  1917,  up  until  the*  I 
October,  was  6.09,    Thcv  s.iid  that  the  average  selling  price  r 
(inod  sugar  of  the  Fedsrat  Sugar  Refining  Co.  was  8. 1 7  c^nt*  a  p 
Ttioy  claimed  that  the  Federal's  average  mirgin  betwe;^n  the 
chase  price  of  raw  su^ar  and  selling  price  of  refined  sugar  wa' 
per  pound,  that  this  they  had  reduced  to  1.30  a  pound,  and  the 
why  we  Wore  sore. 

"tho  facts  are  ttiat,  with  the  average  raw  sugar  price  at  6.0! 
actual  Federal  selling  price  on  granulated  sugar  in  the  United  i 
was  7.38  per  poimd,  making  the  actual  Federal  Sugar  Refining 
a'MCl— 18 54 
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margin  on  sales  in  the  United  States,  1.29  cents  a  hundred  pounds, 
or  1  point  loss  than  the  margin  established  by  Hoover  for  1918,  and 
79  cents  a  hundred  pounds  less  than  th^t  clauned  by  Mr.  Rolph  and 
Mr.  Babst. 

As  the  result  of  their  claim,  Mr.  Rolph  stated  that  ho  believed  that 
that  we  had  made  over  $5,000,000  in  excess  of  the  amount  we  would 
have  made  had  we  worked  on  a  130-point  margin  as  now  fixed  by 
the  Food  Administration,  and  I  submit  that  that  sort  of  testimony 
shows  either  that  those  gentlemen  who  hold  these  high  positions  in 
the  Food  Administration's  councils  are  not  informed,  or  else  they  have 
taken  it  upon  themselves  to  make  up  a  case  against  the  Federal  Sugar 
Refining  Co. 

Senator  Jones.  Mr.  Lowry,  when  Mr.  Spreckels  was  on  the  stand 
I  asked  him  to  furnish  us  with  a  statement  of  the  raw  sugars  which 
he  purchased  during  1917,  the  amoimts  of  those  purchases,  and  the 
price  of  each  purchase;  also  a  list  of  his  sales  of  granulated  su^ar. 
giving  the  quantity  and  price  at  which  sold;  and  Mr.  Sprectels 
promised  to  got  us  that  information,  as  I  understood  him.  Have 
you  got  that  ? 

Mr.  Lowry.  Yes;  the  information  in  regard  to  the  price  is  that 
it  was  7.38,  which  our  auditors  have  made  up,  and  which  I  have 
received  over  the  telephone;  and  I  submit,  oenator,  further,  that 
if  the  picture  is  not  exactly  as  you  thought  it  might  be,  we  should 
not  change  the  cards.  This  is  tne  basis  upon  which  aU  of  the  other 
charges  have  been  founded  and  the  basis  of  the  respective  margins 
of  the  other  refiners.  That  is,  6.09  is  the  basis  for  raws,  whicn  is 
the  average  daily  price  of  raws.  Now,  if  this  has  not  turned  out 
right  and  you  want  something  else,  you  want  the  exact  purchase 
price  of  all  raw  sugars  bought  by  the  Federal  Sugar  Refining  Co., 
the  exact  sales  price  of  the  sugar  sold  by  the  Federal  Sugar  Refining 
Co.,  and 

Senator  Jones.  And  how  much  sold  or  purchased  at  each  price  1 

Mr.  Lowry.  That  is  it.  That  can  easily  be  suppUed;  out  the 
point  is  that  unless  you  secure  the  same  thing  from  every  other 
refinerv  you  can  no,t  get  anywhere.  If  you  compare  that  basis  for 
us  with  this  basis  for  tnem,  then  you  are  at  sea  again.  I  have  takei: 
this  because  it  is  consistent  right  straight  through. 

Senator  Jones.  Yes;  but  the  testimony  which  you  are  proceed- 
ing to  controvert  was  not  upon  the  basis  that  you  give,  as  1  under- 
stand. 

The  Chairman.  Oh.  yes. 

Mr.  Lowry.  Yes;  tne  charts  were  all  drawn  up  on  that  basis. 

Seni^tor  Lodge.  Yes;  6.09. 

Senator  Jones.  No;  I  did  not  so  understand  it. 

Mr.  Lowry.  These  are  all  quite  elaborate  charts  that  they  hare 
had  drawn  up,  with  red  ink  and  purple  ink,  and  so  forth. 

Senator  Jones.  Those  charts  were  made  up  on  the  prevailing 
price  of  raw  sugar  and  the  prevailing  price  of  granulated  sugar,  but 
the  testimony  as  to  the  differential  which  vour  company  was  making, 
as  I  understood  it,  was  based  upon  the  knowledge  which  they  h^^ 
of  your  actual  purachases  and  actual  sales. 

The  Chairman.  Oh,  no. 

Mr.  Lowry.  Certainly  not;  you  can  figure  it  out,  right  her?. 
They  stated  our  actuaf  selling  price  was  8.17,  and  that  om*  average 
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margin  was  2.08,  and  tbey  were  going  to  rediica  it  to  1.30.  That 
would  be  a  reduction  of  78  pointe.  Now,  at  78  cent.s  a  hundred 
pounds — let  us  figure  this  in  short  tons,  because  it  will  figure  quickly 
and  you  only  want  an  approximate  figure,  anyway— that  would 
figure  out  about  $156  a  ton,  and  they  claimed  that  we  made  350,000 
Ions  in  a  year,  which  is  about  right.  [After  making  calculation.] 
That  is  $5,400,000  and  over.  That  is  about  the  figiu^e  Mr.  Rolph 
arrived  at. 

Senator  Jones.  How  much  profit  did  your  company  actually 
make  this  last  year?    What  was  your  total  profit ? 

The  Chairman.  Now,  wait  a  minute.  They  claimed  this  was 
$5,400,000. 

Senator  Jones.  Wait;  I  want  an  answer  to  my  question. 

The  Chairman.  I  have  certainly  got  a  right  to 

Mr.  LowRY.  The  point  I  make  here  is  that  they,  by  proceeding 
with  the  ficitious  base,  necessarily  reached  a  fictitious  conclusion, 
and  it  was  done  for  the  purpose  of  making  the  Federal 

Senator  Lodge.  The  fictitious  base  consists  \n  the  fictitious  price  at 
which  they  say  you  sold  ? 

Mr.  LowRY.   I  es. 

Senator  Lodge.  And  you  did  not  sell  at  that  price  ? 

Mr,  LowRY.  No;  and  the  reason  for  that  is  this,  as  everybody 
knows  in  the  sugar  business:  It  is  elementary.  We  sell  sugars  for 
February  and  for  March  at  wholesale,  for  export,  and  selling  ahead. 
In  10  days  from  now  we  may  have  sold  our  output,  say,  for  40  days 
ahead.  Wo  can  not  keep  on  selUng  and  tie  ourselves  up  indefinitely 
into  the  future.  Particularly  we  could  not  do  that  last  year,  when 
there  was  such  a  keen  demand,  so  we  would  withdraw  temporarily 
from  the  market.  If  we  had  had  the  foresight  to  know  that  this 
investigation  was  coming  and  these  points  would  be  taken  up  here. 
wo  would  have  withdrawn  from  the  market  entirely.  What  wo  did 
was  to  advancie  our  price  above  the  market,  and  at  that  basis  wo  could 
not  sell,  because  it  was  above  the  market,  and  in  consequence  no  sales 
were  being  made  while  the  list  was  too  high. 

Senator  Jones.  What  was  the  purpose  of  advancing  your  price  if 
you  did  not  expect  to  sell  sugar  at  that  price? 

Mr.  LowRY.  Because  we  did  not  want  any  further  business  at  that 
time. 

Senator  Jones.  Then  why  did  you  not  withdraw  entirely  ? 

Mr.  LowRY.  I  think  it  would  have  been  better  judgment  to  with- 
draw, and  hereafter  we  will  withdraw  when  we  find  ourselves  so  placed, 
and  avoid  such  a  compUcation  as  this. 

Senator  Jones.  What  was  the  purpose  of  advancing  the  price? 

Mr.  LowRY.  To  make  our  offerings  unattractive  to  the  trade,  so  that 
we  ini^ht  manufacture  sugar  and  catch  up  with  our  deliveries  and  then 
come  into  the  market  again  at  whatever  the  price  might  be. 

Senator  Jones.  I  will  ask  you  if  that  did  not  have  a  tendency  to 
create  a  httle  unrest  in  the  minds  of  dealers  in  sugars,  who  might  want 
to  buy,  if  they  saw  that  you  were  raising  your  price  ? 

Mr.  LowRY.  They  may  have  thought  wo  thought  the  price  would 
be  higher.  On  tho  other  hand,  they  follow  conditions  very  closely  as 
to  what  this  or  that  refiner  does,  and  it  is  not  necessarily  a  controlling 
factor. 
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I  call  attention  to  a  situation  that  developed  on  the  other  side  with 
the  American  Suear  Refining  Co.,  for  example.  When  during  the 
strikes  they  found  there  was  a  keen  demand  for  sugar  they  thought 
they  might  be  able  to  discourage  that  demand  by  rMucing  the  price, 
so  thoy  dropped  their  price  10  or  15  or  20  cents  a  hundred  pounds, 
thinking  it  would  check  the  demand. 

Senator  Jones.  But  your  reason  for  raising  the  price  when  you  did 
not  expect  to  do  business  was  to  influence  the  sugar  market,  was 
it  not  ? 

Mr.  LowRY.  No;  it  was  this:  If  wo  had  booked  all  tho  sugar  we 
could  seD,  we  will  say  for  February,  and  beUeved  that  by  March  the 
raw-sugar  values  would  be  higher,  wo  would  advance  our  price  to  a 
point  tnat  we  thought  would  oe  a  proper  level,  when  we  were  again 
m  position  to  make  sales.  If  we  were  mistaken  in  our  view  that  the 
raw  market  would  advance  to  that  corresponding  level,  then  we  would 
drop  our  refined  price.  If  we  wore  not  mistaken,  then  finally  the 
business  would  come  along  at  our  price. 

Senator  Jones.  At  .certain  times  you  did  actuaUy  withdraw  from 
tho  market  ? 

Mr.  LowRY.  Oh,  ves. 

Senator  Jones.  And  at  other  times  you  advanced  the  price  beyond 
the  price  at  which  you  expected  to  do  business  ? 

Mr.  LowRY.  Yes. 

Senator  Vardaman.  That  is  tho  method  resorted  to  by  all  the 
dealers  ? 

Mr.  LowRY.  Yes;  that  is  a  custom  in  the  trade. 

Senator  Jones.  I  would  hke  to  know  the  prices  which  you  did 
actually  pay  for  your  raw  sugars  during  last  vear. 

Afr.  LowRY.  Oi  course,  that  would  have  to  be  figured  out;  but  mav 
I  ask  you,  if  you  require  that  from  us,  that  you  wul  require  it  from  all 
refiners,  so  that  you  will  have  a  true  basis  right  through  ? 

Senator  Jones.  I  think  it  would  bo  very  iQuminatin^  information. 

Mr.  LowRY.  If  this  committee  would  ask  it,  there  is  no  question 
but  that  refiners  would  bo  glad  to  furnish  it;  but  if  you  do  not  have 
that  n^lit  straight  through,  then  you  can  not  roach  any  conclusion. 

Senator  Jonks.  I  did  not  understand  that  when  Mr.  Babst  was 
estimating  tho  profits  which  you  folks  actually  made  last  year,  he 
put  that  upon  tliis  gonoral  average,  such  as  you  have  statod. 

Mr.  LowRY.  Yo3,  ho  did.  Mr,  Rolph  did.  And  you  can  soo  how 
it  is  figured  out;  Mr.  Rolph's  figure  was  something  over  $5,200,000, 
of  «5,300,000. 

Senator  Jones.  Yos. 

Mr.  LowRY.  And  as  I  figured  it  roughly  here,  it  was  $5,400,000; 
so  that  you  can  soo  it  is  the  same  thing. 

Sjnator  Jones.  Actually,  you  have  closed  your  books,  have  you 
not,  for  last  year? 

Mr.  LowRY.  No. 

Senator  Jones.  What  was  your  profit,  actually  1 

Mr.  LowRY.  Our  whole  profit  i 

Senator  Jones.  Yos. 

Mr.  LowRY.  Possibly,  in  tho  neighborhood  of  $3,000,000. 

Senator  Jones.  Not  more  than  that? 

Mr.  Ix>WRY.  It  might  bo  some  hundreds  or  thousands;  but  it  is 
in  the  neighborhood  of  that.     You  can  see  what  an  absurd  thing  ii 
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was,  to  claiin  that  our  excess  profit  was  over  $5,000,000.  While 
there  has  been  some  injury  to  my  company,  the  greatest  injury  is 
certainly  to  themselves,  that  they  should  put  themselves  in  such  a 
foolish  position. 

Senator  Jones.  In  figuring  your  profits,  you  have  made  the  broad 
statement  as  to  what  your  profits  were,  that  they  were  $3,000,000. 
That  makes  it  quite  necessary  to  consider  the  basis  of  your  figuring 
of  profits.     Was  that  after  writing  off  for  depreciation  of  plants  ? 

The  Chairman.  Those  were  gross  profits  ? 

Mr.  LowRY.  Yes;  that  was  about  what  the  gross  profits  were,  I 
think.  I  am  not  familiar  with  those  figures,  now,  and  I  would  prefer 
not  to  testify  on  them. 

Senator  Jones.  You  mean  that  is  your  gross  earnings  ? 

Mr.  LowRY.  That  is  my  understanding;  yes. 

Senator  Jones.  From  whom  do  you  understand  that  1 

Mr.  LowRY.  From  Mr.  Spreckels.  I  will  file  our  last  statement, 
if  you  would  like  to  have  it.     I  do  not  have  it  with  me. 

The  Chairman.  Let  us  not  get  into  confusion.  One  time  you 
were  talking  about  gross  profits,  and  another  time  you  spoke  about 

fross  earnings.     I  do  not  know  what  you  meant  by  gross  profits,  but 
o  you  mean  to  use  the  two  terms  interchangeablj,  either  of  you  ? 

^nator  Jones.  No;  I  think  there  is  a  distinction.  I  think  there 
is  what  may  be  called  a  vast  distinction. 

Mr.  LowRY.  In  this  matter  of  calculation  we  were  talking  about 
our  gross  margin,  of  course,  and  from  that  our  profits  would  come. 

The  Chairman.  The  gross  margin,  yes. 

Senator  Lodge.  The  net  profits,  according  to  a  statement  made 
bv  Mr.  Rolph  and  Mr.  Babst,  wore — ^you  cleared  over  85,000,000 
above  your  normal  profit. 

Mr.  LowRY.  Above;  yes.  Senator  Reed,  you  remember,  asked 
Mr.  Rolph  if  he  himself  believed  that,  and  Mr.  Rolph  did  not  answer 
very  readily,  and  I  felt  certain  that  he  would  answer  in  the  negative, 
and  I  can  not  teU  you  my  disappointment  when  he  did  not. 

The  Chairman.  Here  is  the  testimony  of  Mr.  Rolph. 

Sonator  Jones.  I  am  ready  to  submit  to  the  committee  the  ad- 
visability of  calUng  on  all  these  refiners  for  a  statement  of  just  that 
thing. 

The  Chairman.  I  am  quite  agreeable  to  it.  Senator  Jones,  if  you 
think  we  will  get  anywhere  with  it.  Here  is  what  I  find  is  the  mffi- 
culty  of  arriving  at  the  question  of  profits 

Senator  Jones.  I  think  we  can  arrive  at  the  question  of  this  margin 
feature^  as  to  whether  this  1.30  is  a  very  much  larger  differential  than 
they  were  getting  before,  or  were  getting  last  year  up  to  the  time 
-when  that  margin  was  adjusted. 

Senator  Lodge.  Your  proposition  was  about  the  same,  was  it  not  ? 

Mr.  LowRY.  1.29,  last  year. 

Senator  Lodge.  A  trifle  under  ? 

Mr.  LowRY.  Yes,  sir. 

The  Chairman.  What  I  mean  to  suggest  is  this:  I  am  ready  to  go 
to  the  bottom  of  this  matter  if  it  takes  all  winter;  but  if  we  were  to 
call  on  these  gentlemen,  say,  on  the  American  Sugar  Refining  Co. 
for  a  statement  of  its  net  profits 

.  Senator  Jones.  No;  I  tnink  all  we  need  to  get  is  a  statement  of 
the  quantity  of  sugar  purchased  and  the  prices  at  which  it  was  pur- 
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chased,  and  the  quantity  of  sugar  sold  and  the  prices  at  which  it 
was  sold. 

Mr.  LowRT.  But  that  will  not  ho  illuminating,  so  far  as  a  sugar 
shortage  is  concerned. 

Senator  Jones.  It  will  he  illuminating  so  far  as  prices  are  con- 
cerned. 

Mr.  LowRY.  Yes;  it  will  he  illuminating  so  far  as  prices  are  con- 
cerned, hut  after  you  know  it,  where  are  you?  This  that  I  have 
introduced  is  only  oecause  of  these  silly  charts  that  they  have  intro- 
duced for  the  purpose  of  trying  to  put  the  Federal  Su^ar  Refining 
Co.  in  a  had  lignt  with  the  conmiittee,  Mr.  Hoover,  and  the  puhlic. 

The  Chairman.  I  agree  with  Senator  Jones  that  it  would  he  a 
very  interesting  thing  to  know  whether  these  refiners  got  together 
witn  Mr.  Hoover  and  a^eed  upon  a  differential  which  was  to  be 
allowed  to  the  refiners  which  was  unfair  and  was  in  excess  of  previous 
compensation  or  profits,  hut  if  we  were  to  ask  the  refiners  to  send  us 
their  net  profits,  there  are  so  many  different  systems  of  bookkeeping 
that  unless  we  put  experts  at  work  we  would  not  get  an3r^here  irom 
that  kind  of  a  statement. 

Now,  if  we  asked,  on  the  other  hand,  that  they  give  us  the  gross 
prices  at  which  they  have  purchased,  and  the  gross  prices  at  winch 
they  have  sold,  unless  we  can  fix  those  prices  at  some  given  market 
at  which  they  have  purchased  or  sold,  I  do  not  know  how  far  we 
will  get  with  that.  For  instance,  suppose  that  Mr.  Spreckles  bought 
a  large  amount  of  Cuban  sugars  at,  we  will  say,  4  cents,  and  Sir. 
Babst  bought  a  large  amount  of  Louisiana  sugars  at  5  cents.  There 
would  be  a  great  difference  in  the  original  purchase  price,  and  yet 
the  question  as  to  which  was  the  cheapest  sugar  might  well  be  one 
open  for  discussion;  and,  for  instance,  Mr.  Babst  might  have  refined 
his  Louisiana  sugars  at  his  New  Orleans  plant,  or  freight  rates  or 
other  things  may  have  made  up  the  differences.  Now,  I  am  not 
satisfied  with  this  price  that  these  men  are  to  be  paid.  I  think  it  is 
excessive.  I  thinK  that  when  they  go  up  from  84  cents  to  $1.30, 
and  when  they  have  an  absolutely  stabilized  market,  and  so  that 
they  do  not  take  a  chance  of  losing  a  single  penny,  they  are  getting 
pretty  handsomely  paid  because  the  war  is  on;  but  I  am  wilting  to 
go  into  that  now  if  ttie  committee  wants  to. 

Senator  Vardaman.  Did  net  Mr.  Hoover  answer  a  question  on  the 
subject  of  the  differentials?  I  understood  him  to  say  that  he  would 
furnish  the  items  we  have  to  take  into  account.  He  proceeded  to 
give  me  some.  He  said  that  the  President  directed  him  to  allow 
to  the  refiners  the  differential  they  enjoyed  prior  to  the  war.  I  said, 
''Can  you  give  me  the  items  of  expense  tnat  make  the  difference 
between  84  cents  and  $1.30?" 

Mr.  LowRY.  I  was  at  that  meeting. 

Senator  Vardaman.  He  said,  "  I  can  not  give  you  the  items  now/' 
but  I  understood  liim  to  say  that  he  would  rumish  them  later. 

Mr.  LowRY.  He  gave  some  of  them  in  his  testimony.  Whether 
he  gave  them  all,  I  am  not  certain. 

&nator  Vardaman.  He  said  ho  could  give  them  all,  if  I  remember 
correctly. 

Mr.  LowRY.  That  was  the  basis  on  which  it  was  arrived  at. 

Senator  Vardaman.  So  that  it  seems  that  they  wont  into  it  vciy 
carefully. 
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Mr.  LowRY.  Yes. 

Senator  Vabdaman.  To  determine  just  what  was  the  item.  He 
said  that  one  of  the  refiners  has  stated  since  that  time  that  the 
increased  costs  of  these  items  was  so  great 

Mr.  LowRY.  That  was  the  Pennsylvania — ^Mr.  Earie. 

Senator  Vabdaman.  Mr.  Earle  said  it  cost  his  $1.28,  giving  him  a 
profit  of  only  2  cents. 

Mr.  LowRY.  That  is  right. 

Senator  Vabdaman.  ^d  I  asked  him  to  furnish  the  committee 
with  the  items  of  cost  which  he  took  into  consideration  in  arriving 
at  that  position.  I  do  not  know  whether  he  did  or  not.  I  have  not 
seen  the  testimonv. 

Senator  Jones.  Was  your  margin  of  profit  greater  or  less  than 
$1.30;  I  mean  your  margin  of  sales;  was  it  greater  or  less  than  $1.30 
above  the  price  of  raw  sugar  ? 

Mr.  LowBY.  Do  you  mean  whether  our  average  cost  of  raws  was 
less  than  the  average  cost  of  raws  which  they  show  in  their  chart, 
by  taking  the  daily  figures  ? 

Senator  Jones.  No  ;  were  your  sales  prices  on  the  average  greater 
than  S1.30  above  your  average  cost  of  raw  sugar? 

Mr.  LowBY.  Oh,  yes.  That  is  true,  because  some  40  per  cent  of 
our  business  was  done  for  export,  and  on  the  export  business  we  made, 
in  round  figures,  about  a  quarter  of  a  cent  a  pound  more  than  we  made 
on  the  domestic  business.  But  we  can  still  do  that  in  1918,  you  see, 
with  the  exception  of  sales  to  the  allies — on  sales  to  the  neutrals  we 
can  charge  any  price  we  can  secure.  I  mean  in  1918  there  will  still 
be  an  opportunity  to  make  an  increased  profit,  if  you  can,  on  sales 
to  neutrals. 

Senator  Jones.  And  was  it  for  that  reason  that  Mr.  Spreckols 
insisted  that  this  $1.30  was  too  low? 

Mr.LowBY.  No.  The  reason  for  that  was  that  this  was  a  maximum 
margin,  and  that  it  might  or  might  not  be  maintained,  and  he  did 
say — ^he  and  Mr.  Jamison — that  with  increased  costs  certain  the 
maximum  fiigure  he  thought  would  be  fair  at  $1.40,  and  the  fact  that 
Mr.  Earle  has  since  come  in,  when  the  thing  has  only  been  in  effect 
two  or  three  months,  and  complained  about  the  margin  of  $1.30, 
stating  that  his  cost  was  $1.28, 1  think  simply  bears  out  Mr.  Spreckels's 
judgment  in  the  matter. 

Senator  Jones.  Yes.  I  still  would  like  to  have  the  committee 
call  for  that  information,  and  pending  the  consideration  of  the 
request  1  would  like  to  ask  Mr.  Lowry  a^ut  another  matter. 

Mr.  LowBY.  You  understand  that  I  make  no  objection?  I  only 
say^  if  you  do  it  in  our  case  it  should  be  done  in  all  cases. 

Senator  Lodge.  Yes;  of  course  it  would  be  done  on  all. 

Senator  Jones.  Yes;  I  want  it  to  be  done  that  way,  and  that  is 
why  I  am  making  the  request. 

Mr.  LowBY.  Yes. 

Senator  Jones.  You  say  your  selUng  price  for  export  sugar  was  a 
quarter  of  a  cent  a  pound  above  the  sales  price  in  the  domestio 
market  ? 

Mr.  LowBY.  Average. 

Senator  Jones.  Average  ? 

Senator  Lodge.  That  is,  to  others  than  the  allies. 

Mr.  LowBY.  Yes;  Spain,  etc.,  Argentina,  Norway,  and  Switzerland « 
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Senator  Jones.  Then  Mr.  Babst  was  wrong  when  he  stated  that 
the  foreign  countries  who  purchased  granulated  sugar  in  this  market 
got  the  full  benefit  of  the  drawback  previous  to  our  tariff  law. 

Mr.  LowRY.  No,  he  was  not  wrong.  We  just  require  them  to  pay 
a  higher  basic  price.  If  there  had  been  no  drawback  we  would  still 
have  gotten  the  extra  price.  In  other  words,  we  do  not  keep  a  part 
of  the  drawback.  That  had  nothing  to  do  with  it.  They  needed 
the  sugar  and  we  had  it,  and  they  were  charged  more  for  it  than  the 
relative  price  in  the  domestic  market. 

Senator  Jones.  Regardless  of  the  reason  for  it,  the  result  was  that 
the  foreigner  did  not  get  sugar  at  the  domestic  price  less  the  draw- 
back. 

Senator  Lodge.  The  allies  t 

Mr.  LowRT.  In  some  cases  they  did  and  in  some  cases  they  did 
not.  I  know  of  some  cases  where  they  got  sugars  at  less  than  tho 
domestic  price.  Mr.  Babst's  own  company  onered  a  considerable 
quantity  of  su^ar  to  the  British  commission  in  the  early  part  of 
1917  at  relativdy  less  than  he  was  seUing  for  on  the  domestic  market. 
'  Senator  Jones.  That  is  giving  the  Sritish  Government  the  full 
benefit  of  the  drawback  t 

Mr.  LowRT.  Yes,  and  something  more  besides. 

Senator  Jones.  Was  that  by  virtue  of  previous  contract  1 

Mr.  LowRY.  No,  ^t  was  a  matter  of  barter.  They  were  ready  to 
take  a  large  quantity  and  made  him  a  bid  and  the  price  showed  him 
ei  profit  over  the  pnce  he  could  get  raws  for,  and  ho  took  it.  Then 
he  may  have  thought  at  the  time  the  domestic  market  would  later 
aecUne  to  that  level;  but  the  revolution  came  in  Cuba,  and  perhaps 
that  was  why  the  domestic  market  did  not  dccUne  but  on  the  con- 
trary advanced. 

Senator  Jones.  Then  the  price  of  sugar  to  foreign  countries  is  not 
imiformly  the  price  of  sugar  in  the  domestic  ma^et  less  tho  draw- 
back? 

,  Mr.  LowRT.  Yes,  that  is  the  practice,  and  our  contract  with  the 
Government  provides  for  that  on  sales  to  the  allies.  But  we  arc 
merchants,  and  it  is  our  business  to  make  as  much  money  as  we  can. 
If  our  price  is  8  cents  at  home,  ordinarily  it  would  bo  7  cents  for 
export,  or  S6.90.  As  the  drawback  on  Cuban  sugar  is  about  $1.10 
because  of  the  fact  that  you  use,  say,  108  pounds  of  raw  sugar  to 
make  100  pounds  of  refined,  and  the  drawback  is  based  on  the  108 
pounds  of  raws  instead  of  on  the  100  pounds  of  refined  that  is  ex- 
ported. 

Senator  Jones.  Now  that  is  rather  illuminating.  Do  you  pay 
your  duty  upon  the 

Mr.  LowRY.  One  hundred  and  eight  poimds. 

Senator  Jones.  Upon  the  96  degree  sugar  t 

Mr.  LowRY.  Yes. 

Senator  Jones.  You  refine  it  and  make  it  practically  pure  I 

Mr.  Low^RY.  Yes. 

Senator  Jones.  Thereby  putting  into  by-products  about  8  pounds 
in  order  to  make  100  pounds  of  rctined? 

Mr.  LowRY.  It  is  not  so  much  as  that.  Part  of  it  is  destroyed 
and  part  of  it  goes  into  the  by-product. 

Senator  Jones.  Yes;  a. part  of  it  is  destroyed  and  part  of  it  goes 
ifitq  the  by-product,  and  then  when  you  export  your  granulate 
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sugar  you  get  all  the  duty  that  you  paid  on  the  100  pounds  of  granu- 
latpd  sugar,  and  also  the  duty  which  you  paid  on  that  which  went 
into  by-products? 

Mr.  LowRY.  No;  unless  you  also  exj)ort  the  by-products. 

Senator  Jones.  But  which  was  lost  in  refining  ? 

Mr.  LowRY.  No;  that  is  not  quite  true.  The  Government  has 
fibred  that  out  very  carefully.  They  say  it  takes  so  many  pounds 
oi  raw  sugar  to  make  100  pounds  oi  refined — somewhere  between 
107  pouncb  and  108  pounds.  Then  they  say  a  certain  part  of  this, 
in  pounds,  will  be  found  in  your  molasses. 

Sonator  Jones.  Yes. 

Mr.  LowRY.  Now,  if  you  exported  everything,  if  the  factory 
turned  out  a  given  Quantity  of  sugar  and  a  given  quantity  of  molasses 
and  you  exported  tnom  both,  you  would  get  the  drawback  on  your 
sugar  and  tnen  you  would  get  drawbacks  on  the  molasses.  If  you 
only  exported  the  sugar  vou  would  lose  the  drawback,  or  at  least 
you  would  not  got  any  drawback  on  any  molasses  that  was  sold 
in  this  country.  You  would  have  to  export  them  both  in  order  to 
got  the  full  drawback. 

Sonator  Jones.  And  so  they  have  decided  that  on  the  refined 
sugar  they  will  give  you  the  whole  drawback  ? 

Mr.  LowRY.  No;  I  say  thay  do  not  do  that.  On  the  exportation 
of  the  refined  su^ar  they  give  you  that  part  of  the  drawback,  or 
that  part  of  the  duty,  which  you  have  paid  on  the  raw  sugar  con- 
tained in  that  rofinea. 

Sonator  Lodge.  That  is,  you  pay  duty  on  108  pounds  of  raw 
sugar  coming  in  ? 

Afr.  LowRY.  Yes. 

Sonator  Lodge.  And  you  get  a  drawback  on  100  pounds  of  refined 
sugar  going  out. 

'Mr.  LowRY.  Yes;  you  get  a  drawback  on  something  more  than 
tho  100  pounds  in  the  sugar,  and  if  you  exported  the  molasses,  too, 
you  would  got  tho  full  drawback;  that  is,  tho  sugar  and  the  molasses 
combined  would  give  you  the  fuU  drawback  duo  on  the'  108  poimds 
of  raw  imported.  Tho  customs  people  have  figured  that  out  very 
carefully.  They  changed  the  plan,  1  suppose  it  is  four  or  five  years 
ago  now,  on  the  drawback  on  molasses.  Formerly  they  used  to 
base  tho  drawback  on  molasses  on  price,  which  of  course  was  not 
a  scientific  way,  at  all. 

Sonator  Jones.  But  now  as  a  matter  of  practice,  when  you  export 
100  pounds  of  granulated  sugar,  how  much  drawback  do  you  get  ? 

Mr.  LowRY.  Well,  I  could  not  tell  you  exactly  what  that  figure  is. 
When  we  have  used  full  duty  sugars  and  have  mixed  them  with 
Cuban  sugars  wo  have  gotten  as  high  as  1.17  cents  or  1.18  cents  a 
pound.  Ordinarily  the  drawback  will  run  around  $1.08  to  $1.10 
a  hundred  pounds  on  refined  sugar. 

Sonator  Jones.  And  you  keep  tho  molasses  in  this  country  t 

Mr.  LowRY.  Tho  molasses  wo  generally  soil  in  this  country.  If. 
wo  exported  that  wo  would  got  something  more  in  tho  way  of  draw- 
back. 

Sonator  Jones.  Woll,  I  think  that  is  illuminating  for  the  Finance 
Committee  to  deal  with,  Senator  Lodge. 

Sonator  Lodge.  You  got  99  conts  of  drawback? 

Mr.  LowRY.  Yes;  wo  got  99  cents  for  every  100  cents  paid* 
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Senator  Lodge.  If  vou  export  the  wholo  product,  you  got  99 
cents,  but  if  you  got  that  you  would  have  to  export  both  your  sugar 
and  your  molasses. 

Senator  Jones.  But  you  never  get  more  than  tho  GoYomniont 
drawback  ?  ^ 

Mr.  LowBY.  Oh,  no. 

Senator  Jones.  But  when  you  export  100  pounds  of  granulatod 
sugar  and  do  not  export  the  molasses,  which  is  taken  out  of  this 
96  degree  sugar,  you  got  more  than  1  cent  a  pound  for  that  which 
you  do  export  in  the  way  of  drawback  ? 

Mr.  LowRY.  Yes;  that  is  because  it  has  taken  107  or  108  pounds 
of  raw  sugar  on  which  a  Uttle  more  than  1  cent  per  poimd  duty  has 
been  paid  to  make  that  100  pounds  of  granulated  sugar  that  is 
exported. 

Senator  Jones.  Yes;  but  that  other  7  or  8  or  9  pounds  is  taken 
out  in  the  way  of  molasses  which  is  kept  in  this  country? 

Mr.  LowRY.  No;  but  you  are  entitlea  to  the  drawbacK 

Senator  Lodge.  And  the  duty  remains  in  the  country,  too. 

Mr.  LowRY.  On  the  finishea  product  you  are  entitled  to  tho 
drawback  on  tho  raw  product  imported  for  tho  purpose  of  making 
that  finished  product,  and  in  this  case  it  happens  to  bo  108  pounds 
of  raw  sugar  testing  96. 

Senator  Jones.  And  in  that  case  you  would  get  back  $1.06  on 
granulated  sugar  that  is  exported  ? 

Mr.  LowRY.  In  round  figures. 

Senator  Jones.  And  as  a  result  of  that  you  have  gotten  your 
molasses  into  this  country  without  paying  any  duty  on  it? 

Mr.  LowRY.  Oh  no,  because  if  you  export  your  molasses  you 
would  still  get  something  more. 

Senator  Jones.  Then  you  would  get  more  than  you  paid  ? 

Mr.  LowRY.  No;  you  never  get  more  than  you  pay.  You  can 
trust  the  customhouse  for  that. 

The  Chairman.  It  grows  clearer  all  the  time.  Senator  Jones. 

Senator  Lodge.  The  fact  is,  if  you  get  the  full  drawback  you  get 
99  cents  on  every  $1  back? 

Mr.  LowRY.  Yes. 

Senator  Lodge.  If  you  export  the  whole  of  what  you  have  paid 
duty  on,  you  get  99  cents  on  the  SI. 

Mr.  LowRY.  Yes;  for  what  you  have  paid  $1  for;  nothing  more. 

The  Chairman.  I  think  tKis  testimony  that  was  referred  to,  of 
Mr.  Kolph,  about  which  there  seemed  to  be  some  difference  of  opinion, 
I.  might  read  into  the  record  at  this  point,  although  wq  have  gotten 
a  good  ways  from  the  subject  matter.  I  will  read  from  pago  435  of 
the  print,  and  I  am  going  to  omit  a  great  amount  of  matter,  and 
try  to  connect  up  just  what  there  is  on  tne  subject.    I  read  as  follows: 

Senator  Jones.  What  was  the  differential  of  the  Federal,  figured  on  the  same  basis? 

Now,  he  has*  been  speaking  about  the  American  Sugar  Refining 
Co.  and  the  Western  Sugar  Refining  Co.  The  testimony  shows  thats 
Then  follows  the  question  by  Senator  Jones: 

.  Senator  Jones.  What  was  the  differential  of  the  Federal,  figured  on  the  same  basis? 
Mr.  RoLPH.  $2.08. 

Senator  Jones.  The  difference  between  that  12.08  and  the  $1.30  differential  a^ 
ranged  by  this  agreejnent  is  how  much? 
Mr.  RoLPH.  78.1  cents. 
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Senator  Jonea.  What  was  the  output  of  the  Federal  Co.  during  this  year? 

Mr.  RoLPH.  The  figures  that  they  turned  in  as  the  estimated  melt  for  this  year  are 
325.557  tons. 

Senator  Jones.  That  quantity  of  melt  and  the  excess  differential  vou  have  just 
stated  figured^ how  much  excess  profit  above  this  agreed  differential  the  Federal 
Sugar  Refining  Co.  made  on  that  oasis  of  calculation? 

Then  Senator  Lodge  interjected  some  questions,  but  coming  back 
to  the  matter  Senator  Lodge  said: 

The  amount  that  was  sacrificed  on  the  differential  by  the  Federal  Go.  when  they 
agreed  to  $1.30  was  much  hu^er  than  that  saoified  by  the  Ainerican  Sugar  Refining 
Co.?    I  want  an  answer  to  my  question. 

Mr.  RoLPH.  The  reduction  of  the  price  that  was  brought  about  by  this  agreement 
of  $1 .30  was  78  cents  in  the  case  of  the  Federal,  and  32  cents  in  the  case  of  the  American. 

Senator  Lodge.  Yes;  then  it  was  much  heavier  loss  to  the  Federal  than  it  was 
to  the  American,  and  that  is  a  much  heavier  sacrifice? 

Mr.  RoLPH.  I  would  not  consider  that  so. 

Senator  Lodge.  Would  you  not  consider  it  a  larger  loss?  You  would  not  consider 
78  larger  than  32? 

The  Of  AIRMAN.  Not  for  the  purposes  of  this  case. 

Senator  Lodge.  Not  for  the  purposes  of  this  inouiry.  I  think  we  may  leave  it 
there.    I  do  not  think  we  need  any  more,  Mr.  Rolph. 

Then  I  emit  a  number  of  questions,  and  come  to  page  437: 

Senator  Jones.  Now,  will  you  please  answer  my  last  question. 

(The  stenographer  repeated  the  question  as  follows) : 

Senator  Jones.  That  quantity  of  melt,  and  the  excess  differential  vou  have  just 
stated,  figured  how  much  excess  profit  above  this  agi'eed  differential  the  Federal 
Sugar  Refining  Co.  made  on  that  basis  of  calculation?  ' 

Mr.  Rolph.  Four  or  five  million  dollars. 

Senator  Kenyon.  What  is  that,  Mr.  Spreckels's  profit? 

Senator  Jones.  That  is  what  we  may  term  Mr.  Spreckels's  excess  profit. 

Mr.  Rolph.  Based  on  these  figures,  it  figures  out  $5,075,500. 

The  Chairman.  Let  me  ask  you  a  cjuestion:  If  you  uo  no?  know  that  those  figures 
are  absolutelv  false  and  misleading,  if  >rou  do  not  know  it.  [After  a  pause.]  It  is 
taking  a  good  while  to  answer  that  question. 

Mr.  Rolph.  I  will  say  that  the  figures  that  are  prepared — ^these  figures — were 
prepared  in  New  York.  These  particular  figures  were  prepared  in  New  York  from 
a  chart  similar  to  this,  and  showed  that  the  price  the  California-Hawaiian  Sugar 
Refining  Co.  in  San  Francisco  was  7.378.  and  I  telegraphed  out  to  find  out  what  the 
exact  figure  was,  and  it  was  7.37.    So  it  is  a  very  close  calculation. 

The  Chairman.  I  will  ask  you  if  you  know  the  output  of  the  Spreckels  factory, 
the  Federal? 

Mr.  Rolph.  I  am  giving  you  the  statement  that  the  Federal  Sugar  Refining  Co. 
turned  in  to  the  Food  Administration. 

The  Chairman.  I  am  asking  you,  now,  if  you  do  not  know  that  these  figures,  made 
up  in  that  way  there,  are  utterly  unreliable? 

Mr.  Rolph.  No;  I  do  not  know  that  they  are  utterly  unreliable. 

The  Chairman.  Do  vou  believe  them  to  be  reliable,  or  are  you  willing  to  swear 
that,  according  to  the  best  of  your  judgment,  those  figures  are  substantially  correct 
that  you  have  given? 

Mr.  Rolph.  Based  on  the  figures  here 

The  Chairman  (interrupting).  No;  leave  out  "based"  and  everything.  If  you 
have  a  false  basis,  that  does  not  get  us  anywhere.  I  am  asking  you  if  you  are  willing 
to  swear  that,  in  your  judgment,  the  figures  you  have  just  ^ven,  are  substantially 
correct? 

Mr.  Rolph.  I  am  willing  to  say  that  the  price  quoted  in  the  telegram,  which  was 
$5.78.  duty  paid — the  price  of  raw  sugar — ^based  on  the  average  selling  price  as  given 
by  Willett  &  Gray,  of 

Senator  Jones  (interrupting).  As  shown  on  this  chart? 

Mr.  Rolph.  As  shown,  yes;  approximately  this  line  as  you  see  it,  with  the  mai^n 
as  $2.08;  deduct  from  that  $1.30,  and  it  leaves  a  difference  of  78  cents,  or  $15.G2  a  ton. 

The  (  hairman.  But,  Mr.  Rolph,  I  did  not  ask  you  that.  You  inow  that  I  am 
challenging  the  accuracy  of  the  oasis  of  these  calculations  that  you  are  offering  here 
now  as  an  expert  in  the  susar  business,  and  you  are  asked  to  give  a  conclusion  here 
that  is  to  go  into  this  record,  and  go  to  this  country,  and  you  luive  proceeded  along  a 
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certain  lino  and  reached  a  deduction  assuming  certain  things  to  be  true.  E\'idently 
you  want  that  to  go  to  the  country  as  a  fact. 

Senator  Jones.  I  will  state  to  the  chairman  that  Mr.  Rolph  did  not  request  me  to 
bring  this  out  at  all;  I  did  it  upon  my  own  initiative,  and  I  am  responsible  for  bring- 
ing  this  into  the  record. 

The  Chairman.  Very  well.  Now  I  am  asking  the  witness  who  sits  here  as  an  ex- 
pert familiar  with  the  su^  business,  if  he  is  willing  to  say  that  in  his  best  judgment 
the  result  which  he  has  given,  the  profits  which  he  says  have  resulted  to  the  Federal 
Co.,  are  accurate. 

Mr.  Rolph.  I  think  they  are. 

The  Chairman.  Very  well.  Now,  I  want  the  record  to  show  that  it  has  taken  us 
at  least  15  minutes  to  get  the  witness  up  to  a  point  where  he  would  say  that. 

Then  Senator  feonyon,  a  moment  later,  said: 

Senator  Kenyon.  How  does  the  fact  that  Mr.  Spreckels  made  $5,000,000  enter  into 
that?    What  difference  does  it  make? 

Senator  Jones.  I  wanted  to  show  on  some  sort  of  basis  the  extent  to  which  the  con- 
sumers of  this  country  had  been- relieved  of  the  coet  of  sugar,  the  high  price  of  sugar. 

The  Chairman.  Mr.  Lowry,  do  you  know  what  the  ordinary  profits 
of  the  wholesaler  are  on  sugar  'i 

Mr.  Lowry.  The  margin  or  the  profit  ? 

The  Chairman.  His  mai^in. 

Mr.  Lowry.  In  ordinary  times  he  runs  on  about  a  15-point  margin, 
which,  with  5-cent  sugar,  is  3  per  cent. 

The  Chairman.  That  would  be  15  cents  a  hundred? 

Mr.  Lowry.  Yes.  Now  the  price  of  sugar  is  7h  cents,  or  that  will 
be  the  price  under  the  Food  Administration — 7.45.  A  3  per  cent 
margin  on  that  is  almost  the  25  points  which  the  Food  Administra- 
tion will  allow. 

The  Chairman.  E^d  you  have  anything  to  do  with  the  arranging 
of  the  differential  of  SL30  that  was  allowed  the  sugar  refiner? 

Mr.  Lowry.  I  was  there  at  the  conference. 

The  Chairman.  Who  took  part  in  that  conference  ? 

Mr.  Lowry.  The  representatives  of  all  of  the  refiners. 

The  Chairman.  Was  there  anybody  there  except  the  representa- 
tives of  the  refiners  and  the  representatives  of  the  Food  Administra- 
tion? 

Mr.  IjOwry.  That  was  all. 

The  Chairman.  AVho  was  there  representing  the  Food  Adminis- 
tration ? 

Mr.  Lowry.  Mr.  Rolph. 

The  Chairman.  Then  they  were  all  sugar  refiners  except  Mr.  Rolph, 
and  Mr.  Rolph  acted  for  the  Government,  did  he  ? 

Mr.  Lowry.  That  is  correct;  yes,  sir. 

The  Chairman.  And  Mr.  Rolph  has  been  until  very  recently  the 
president  or  manager  of  the  California-Hawaiian  factory,  and  is  the 
gentleman  who  organized  the  Hawaiian  Factory  Company  ? 

Mr.  Lowry.  Yes. 

The  Chairman.  Which  comprises  80  per  cent  of  the  producers  of 
Hawaii  ? 

Mr.  Lowry.  That  is  correct. 

The  Chairman.  And  he  is  the  same  gentleman  who  stated  that 
while  ho  had  resigned  his  position,  he  had  asked  it  to  be  held  open  for 
him  until  after  he  was  relieved  from  h:s  duties  here? 

Mr.  Lowry.  I  did  not  understand  his  testimony  to  be  that  he  asked 
that  it  be  held  open  for  him.     I  did  not  catch  that. 
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The  Chairman.  Very  well.  So  that  wo  are  to  understand  this,  that 
the  men  that  got  into  a  room  here  in  Washington  and  fixed  the  prices 
that  were  to  be  paid  on  sugar,  the  prices  at  whicfc*  sugar  was  to  be 
bought  and  sold  in  the  United  States,  were  the  sugar  refiners,  plus 
Mr.Kolph? 

Mr.  LowRY.  Yes. 

The  Chairman.  You  did  not  see  anybody  lurking  around  there  to 
represent  the  sugar  brokers  ?  , 

Mr.  LowRY.  No,  sir. 

The  Chairman.  You  did  not  see  anybody  there  to  represent  the 
wholesalers  of  sugar  ? 

Mr.  LowRY.  No;  they  were  represented  here  in  Washington  under 
a  special  division  of  the  Food  Administration  of  which,  I  tliink,  Mr. 
Whitmarsh  is  the  head. 

The  Chairman.  But  they  were  not  at  this  meeting,  fixing  the  price 
of  sugar  ? 

Mr.  LowRY.  Fixing  the  refiners'  margin  ?    No;  they  were  not. 

The  Chairman.  Did  you  see  anybody  there  representing  the  con- 
sumers of  the  country,  the  people  who  eat  the  sugar,  imless  the  sugar 
refiners  and  Mr.  Rolph  represented  them  ? 

Mr.  LowRY.  Mr.  Kolph,  I  thought,  was  there  for  that  purpose. 

The  Chairman.  Did  you  learn  whether  he  had  any  job  being  held 
open  for  him  by  the  consumers  as  an  offset  for  the  one  bemg  held  open 
for  him  by  the  refiners  ? 

Mr.  LowRY.  I  have  not  heard  of  it.  In  line  with  that,  and  just 
one  of  the  things  I  had  in  mind,  so  as  to  avoid  this  sort  of  thing — I 
do  not  not  say  this  in  criticism  of  Mr.  Rolph,  but  rather  in  appre- 
ciation of  the  difficult  position  in  which  he  has  been  placed — either 
the  first  time  I  saw  Mr.  Hoover,  or  the  second  time,  he  asked  me  to 
consider  the  problem  that  he  had  before  him.  He  was  just  as  inter-, 
ested  aiid  considerate  of  me  as  possible,  and  after  I  had  thought  it 
over  down  stairs,  I  went  back  to  see  him  that  evening,  and  the  first 
thing  I  said  to  him  was,  ^'Mr.  Hoover,  I  hope  that  as  head  of  the  food 
division,  you  will  appoint  a  man  who  is  not  now  in  the  sugar  business." 
I  added,  '^I  am  acquainted  with  the  cross  currents,  and  I  am  per- 
fectly convinced  that  the  man  at  the  head  of  the  sugar  business 
should  be  a  man  not  now  in  the  sugar  business,  but  one  of  broad 
busuiess  experience,  who  will  surroundhimself  with  sugar  men.  They 
will  put  the  propositions  up  to  him,  and  after  he  has  weighed  them 
he  can  determine,  without  prejudice,  just  what  is  in  the  best  interest 
of  the  hundred  million  consumers,  and  throw  the  weight  of  his 
opinions  that  way.  That  will  prevent  friction  among  the  refiners, 
and  prevent  anybody  pointing  his  finger  at  him  and  saying  that  he 
has  decided  this  way  or  that  way  for  the  benefit  of  certain  friends  or 
for  his  own  benefit.  I  was  very  strongly  impressed  upon  that  point. 
I  made  the  suggestion  without  conferring  with  anyone,  and  I  was 
glad  when  I  got  back  to  New  York  to  have  Mr.  Spreckels  and  Mr. 
Smith  back  me  up.  Mr.  Hoover  at  first  also  seemed  much  impressed 
with  this  point. 

Senator  Vardaman.  Do  you  not  think  that  that  is  the  view  of 
nine-tenths  of  honest-thinking  men  ? 

Mr.  LowRY.  I  think  that  a  man  of  that  kind  would  go  into  the 
situation  with  an  open  mind. 
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Senator  Vardaman.  It  is  not  any^reflection  upon  the  integrity  of 
these  gentlemen  to  assume  that  their  business  interests,  their  asso- 
ciations and  afliliiktions  and  all  that,  would  necessarily  influence  them 
unconsciously. 

Mr.  LowRY.  I  think  so. 

Senator  Vardaman.  And  they  might  be  as  pure  as  light  and  as 
stainless  as  a  star,  and  yet  a  man  can  not  throw  away  the  influences 
of  environment,  and  especially  whore  his  pecuniary  interests  are 
involved.  I  think  you  gave  very  sound  and  wholesome  advice  to 
Mr.  Hoover. 

Mr.  LowRY.  For  my  part  I  would  far  rather  have  on  a  conflicting 
point  the  decision  of  an  outsider  of  known  ability. 

Senator  Jones.  How  would  it  be  to  look  at  the  picture  in  this  way, 
that  Mr.  Hoover  himself  is  a  man  of  known  ability,  and  that  those 
sugar  men  who  are  on  these  different  committees  and  commissions 
are  there  for  the  purpose  of  gathering  the  facts  and  presenting  them 
to  him,  and  that  he,  Mr.  Hoover,  has  the  decision,  and  so  far  as  any 
of  the  questions  brought  out  in  this  hearing  are  concerned,  has 
personally  acted — that  is,  so  far  as  the  essential  things  are  concerned  ? 

Mr.  LowRY.  That  is  true,  but  it  must  be  remembered  that  he  is 
dependent  for  his  information  on  the  people  that  surround  him  and 
is  not  in  direct  touch  himself. 

Senator  Jones.  Didn't  you  say  a  while  aj2jo  that  you  thought  you 
ought  to  have  a  good  outside  man  and  let  him  surround  himself  with 
sugar  experts,  and  so  on  ? 

Mr.  LowRY.  I  did. 

Senator  Jones.  Who  would  get  the  information  for  him? 

Mr.  LowRY.  I  did. 

Senator  Jones.  Is  not  that  just  what  Mr.  Hoover  has  done? 

Mr.  LowRY.  I  believe  it  would  bo  all  right  if  he  did  not. have  IS 
other  articles  to  handle,  and  he  looked  after  sugar  alone. 

Senator  Vardaman.  Permit  me  to  say  right  here  that  Mr.  Hoover, 
when  I  interrogated  him  on  the  question  of  fixing  the  price  of  beet 
sugar,  whether  ho  considered  the  profits  of  the  poor  devil  who  tiUs 
the  soil,  what  ho  was  going  to  got  out  of  it,  answered  no  that  ho  had  not 
thought  of  that,  but  that  he  was  going  to  do  that  hereafter.  He  did 
not  consider  the  question  of  what  the  beets  cost  the  manufacturer, 
and  the  profits  that  the  farmer  received  for  his  beets.  That  was  not 
taken  into  account  at  all.  The  only  question  to  be  considered  was  of 
allowing  the  refiners  to  enjov  the  profits  they  had  before  the  war, 
and  they  were  to  determine  that  themselves,  and  he  gave  us  a  list  of 
the  itenis  here  as  making  the  difference  between  87.7  and  1.30. 

The  Chairman.  Were  you  present  when  they  fixed  the  price  of 
beet  sugar? 

Mr.  lx)WRY.  No. 

The  Chairman.  You  do  not  know  then  who  was  present  there  ? 

Mr.  LowRY.  No;  I  knew  nothing  about  it  except  from  the  published 
reports. 

The  Chairman.  In  fixing  the  differential  that  was  received  by  the 
refiners,  was  the  question  of  a  brokerage  charge  considered,  was*  that 
allowed  as  an  item  ? 

Mr.  LowRY.  Yes,  it  was  considered  in  two  waj^.  In  the  first 
place,  the  old  margin  which  formed  the  base  included  the  brokerage, 
and  in  the  second  place  there  was  a  stipulation  to  the  effect  that  a 
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greater  brokerage  than  5  cents  a  hundred  must  not  be  allowed. 
That  was  due  to  the  fact  that  the  old  brokerage  of  3  cents  per  hun- 
dred— and  it  was  3  cents  on  bags  and  10  cents  on  barrels,  approxi- 
mately 3  cents  a  hundred — in  some  instances  had  been  increased  to 
4  cents.  The  brokers  were  claiming  that  their  expense  of  doing 
business  had  increased,  and  evidently  the  thought  was  in  somebody's 
mind  that  there  might  be  an  increase  in  the  brokerage  allowed,  and 
provision  was  made  that  that  increase  should  not  exceed  5  cents  a 
nundred.  I  think,  also,  this  might  have  had  some  bearing  on  that 
point,  namely,  the  thought  that  one  indirect  way  of  giving  rebates 
might  be  to  make  the  broker  an  excessive  allowance  for  brokerage, 
witn  a  quiet  understanding  with  him  that  he  would  give  part  of  it  to 
his  customer,  provided  all  the  business  was  handed  to  a  particular 
refinery.  But  brokerage  was  certainly  included  in  the  original 
allowance. 

The  Chairman.  Do  you  know  of  any  company  now  except  the 
American,  that  has  undertaken  to  discontinue  the  service  of  the 
broker  ? 

Mr.  LowRY.  No.  The  Revere  Refinery  in  Boston,  which  is  a  small 
plant,  turning  out  about  1 ,000  barrels  a  day,  have  for  many  years 
not  used  brokers,  because  their  sugar  is  just  sold  locally  and  brokers 
are  not  used  up  there  in  Boston  extensively;  otherwise  the  American 
is  the  only  refinery  that  has  decided  to  do  the  business  through  other 
than  brokers. 

The  Chairman.  You  have  had  many  years  of  experience,  referred 
to,  in  the  study  of  sugar  conditions  and  sugar  prices  and  you  are 
faniiliar  with  the  sugar  crop  that  is  now  being  harvested.  If  there 
were  no  food  regulations  and  price  fixing  in  this  country,  if  the 
refiners  had  been  left  free  to  buy  and  the  oeet  sus;ar  men  had  been 
left  free  to  produce  and  sell,  and  the  refiners  to  sell,  in  your  opinion 
what  would  the  price  of  raw  sugars  command — and  I  will  ask  you  to 
state  it  upon  the  Cuban  basis — for  the  coming  year.  Perhaps  we 
bettor  take  the  Cuban  sugars  first. 

Mr.  LowRY.  That  is  a  pretty  difficult  question.  My  own  judgment 
is  that  if  there  was  to  be  a  sufficient  amount  of  tonnage  to  move  with 
reasonable  promptness  the  crop,  that  the  Cubans  would  not  average 
4.60  f.  o.  b.,  the  price  arranged  by  the  Food  Administration;  and  I 
would  call  the  attention  of  the  committee  to  the  fact  that  last  year 
when  we  believed  we  were  going  to  have  a  Cuban  crop  of  3,400,000 
tons,  the  market  declined  to  3  J  cents  cost  and  freight.  That  would 
bo  about  3i  cents  f.  o.  b.  and  that  it  was  not  until  the  revolution 
came  along  that  prices  began  to  advance.  Now,  this  year  Cuba  is 
estimated  by  our  Mr.  Himley  to  produce  a  crop  of  a  little  more  than 
3,600,000  tons,  and  by  Mr.  Guma,  of  Willett  &  Gray,  a  little  less  than 
3,600,000  tons,  and  yet  the  price  arranged  for  is,  roughly,  1  cent  a 
pound  above  the  low  price  touched  last  February.  We  are  not  going 
to  have  any  revolution  this  year,  and  if  we  have  reasonably  favorable 
weather  conditions  we  are  p3rfectly  justified  in  assuming  that  the 
Cuban  crop  will  be  much  larger  than  last  jcar.  So  it  seems  to  me 
we  will  have  an  increase  in  the  supply,  with  no  increased  demand. 
Tiie  demand  in  this  country  should  not  certainly  show  any  increase, 
in  fact  it  should  show  a  decrease,  with  the  conservation  talk  we  have 
had;  and  the  demand  for  foreign  countries  will  be  limited  by  the 
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tonnage,  and  that  in  turn  certainly  will  be  no  lai^er  than  it  was  in 
1917. 

The  Chairman,  And  besides  that,  competing  against  this  country 
by  the  allies  has  been  stopped  by  the  embargo  orders. 

Mr.  LowRY.  Yes. 

The  Chairman.  And  by  the  agreements  between  the  two  countries  t 

Mr.  LowRY.  Yes-  competitive  bidding  has  been  eliminated. 

The  Chairman.  If  the  Cuban,  sugar  prices  remained  less  than  4.60 
would  that  same  price  be  reflected  in  all  the  other  sugars  consumed 
in  America,  necessarily  ? 

Mr.  LowRY.  Yes. 

The  Chairman.  If  these  prices  obtained  lowered  than  the  prices 
which  will  be  based  on  4.60  f.  o.  b.  Cuba,  if  our  raw  sugars  would 
brmg  less  in  the  market,  what  do  you  think  about  the  statement  that 
our  sugars  might  have  gone  as  high  as  15  cents  and  25  cents  and  30 
cents  a  pound  ? 

Mr.  LowRY.  Might  go  as  high  as  that  in  1918? 

The  Chairman.  Yes. 

Mr.  LowRY.  I  think  you  would  not  find  anybody  in  the  sugar 
business  that  agrees  witn  that,  and  I  do  not — tnat  is,  of  course,  as- 
suming that  reasonable  tonnage  is  there.  I  know  a  great  many  well- 
posted  men  in  the  business  feel  as  I  do. 

The  Chairman.  Of  course,  if  there  are  no  boats  to  carry  the  sugar 
from  Cuba  to  the  United  States,  there  will  not  be  any  boats  to  carry 
it  anywhere,  will  there  ? 

Mr.  LowRY.  No. 

The  Chairman.  And  if  there  are  no  boats  to  carry  it  from  Cuba 
to  the  United  States,  we  nepd  not  be  making  any  bargains  or  dickere 
about  it  at  all,  because  it  is  dickering  about  something  that  is  nerer 
going  to  get  here. 

Mr.  LowRY.  Yes. 

The  Chairman.  And  so  when  you  dicker  about  sugar  at  4.60,  it  is 
upon  the  basis  that  it  is  going  to  got  from  Cuba  to  the  United  States, 
and  that  means  bottoms,  does  it  not  ? 

Mr.  LowRY.  That  is  correct. 

The  Chairman.  And,  of  course,  if  the  sugar  could  not  get  here  at 
all,  the  American  people  could  not  be  saved  the  $250,000,000  or 
$300,000,000  by  virtue  of  reducing  the  price  on  sugar  in  Cuba  that 
never  reached  the  United  States. 

Mr.  Lt)WRY.  Unless  you  figure  that  by  doing  without  it  they  wpuld 
be  saving  money  or  spending  the  money  on  something  else. 

Senator  Lodge.  It  is  very  easy,  is  it  not,  to  reduce  an  imaginary 
price  ? 

Mr.  LowRY.  I  think  so. 

Senator  Lodok.  Who  owns  the  Franklin  Sugar  Refining  Co.  ? 

Mr.  LowRY.  Tiie  Frankhn  Sugar  Refining  Co.  is  one  of  the  Amer- 
ican Sugar  Refining  Co.  plants. 

Senator  Lodge.  I  thought  so.     I  had  read  the  advertisemont^. 

Mr.  LowRY.  Mr.  Cnairman,  I  suggest  that  there  are  two  more 
points  in  the  testimony  that  so  far  as  our  company  is  concerned  I 
would  like  to  clear  up.  You  will  remember  that  it  was  claimed  that 
if  the  American  Sugar  Refining  Co.  could  get  100,000  tons  of  Louisiana 
sugars,  that  the  other  refiners  should  not  complain  because  that 
would  be  taken  from  their  percentage,  and  I  call  attention  to  the 
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fact  that  the  American  percentage  is  40  per  cent,  and  100,000  tons 
is  40  per  cent  of  250,000  tons,  and  I  would  like  to  inquire  where  the 
others  were  going  to  get  the  150,000  tons  due  them  in  rfovember  and 
December,  which  was  the  important  time  to  secure  supplies.  One 
ton  of  sugar  that  the  refinery  obtained  in  that  period  of  scarcity  was 
worth  three  or  four  tons  ordinarily.  For  the  Food  Administration 
or  Mr.  Babst  to  defend  their  action  in  the  Louisiana  deal  by  such  a 
claim  is  absurd  and  certainly  weakens  their  position* 

There  was  just  one  other  point,  and  that  was  that  there  was  testi- 
mony to  the  effect  that  Mr.  Sprockels  had  been  offered  some  Hawaiian 
sugar  for  delivery  in  the  fall.    Mr.  Babst  said  that. 

The  Chairman.  Yes. 

Mr.  LowRY.  I  remember  that  situation  very  clearly,  because  I  was 
concerned  in  it.  It  was  at  one  of  these  refiners*  meetings.  Mr. 
Sprockels,  in  a  more  or  less  good-natured  way,  had  been  bantering 
^lr.  Post  and  Mr.  Earle  on  the  fact  that  if  this  130-point  margin  was 
arrived  at  they  would  have  140  points  differential  on  the  Hawaiian 
sugars  received,  and  that  the  company  Mr.  Rolph  was  formerly  with, 
the  California  &  Hawaiian  Rofinerj  of  San  Francisco,  woulH  have 
155  points  differential  on  the  Hawaiians  received,  so  that  they  would 
be  working  on  a  greater  differential  than  the  other  refiners.  Mr. 
Earle  very  gravely  told  us  about  the  great  disadvantages  of  Hawaiian 
sugars  coming  in  on  a  declining  market.  This  was  in  September, 
and  we  had  had  all  these  advices  about  the  beet  sugars  going  to  take 
all  the  market  from  us  in  the  fall,  and  he  anticipated  a  decUning 
market,  and  he  felt  auite  forlorn  about  it.  I  was  sitting  next  to  Mr. 
Spreckels,  and  I  saia:  "How  about  next  year?'*  So  Mr.  Spreckels 
said  to  Mr.  Earle:  "Well,  how  about  next  year?"  And  Mr.  Rolph, 
sitting  at  the  end  of  the  table,  said — ^he  did  not  offer  but  he  saia — 
*' Would  you  take  some  sugars  for  next  year?''  Mr.  Spreckels  said: 
*'How  much?*'  Mr.  Rolph  said:  "One  himdred  thousand  tons."  I 
said  to  Mr.  Spreckels:  "Make  him  offer  them  and  take  them.''  He 
had  not  offered  them;  he  had  just  inquired  whether  Mr.  Sprockels 
would  take  them  or  not.  Mr.  Kolph  later  testified  h6re  that  he  was 
jast  bluffing,  anyway.  I  thought  that,  too,  but  I  also  thought  it 
would  be  rather  a  good  thing  to  make  him  offer  them  and  take  them. 
So  nothing  came  oi  it,  but  at  this  hearing  testimony  was  introduced 
to  lead  to  the  conclusion  that  Mr.  Spreckels  had  been  offered  some 
Hawaiian  sugars  for  fall  deUvery  and  had  not  taken  them — 100,000 
tons. 

Senator  Jones.  Then  Mr.  Spreckeb's  attempt  to  get  those  sugars 
was  made  in  a  kind  of  a  bantering  mood  ? 

Mr.  LowRY.  Oh,  he  did  not  attempt  to  get  any  Hawaiian  sugars, 
as  there  were  none  to  be  had. 

Senator  Jones.  I  see. 

Mr.  LowRY.  The  only  attempt  to  bring  additional  Hawaiian  sugars 
east  that  I  know  of — and  it  was  not  an  attempt;  it  was  a  suggestion 
that  thev  come 

The  Uhairman.  Do  you  mean  to  say  that  Mr.  Spreckels  did  not  in 
good  faith  mean  to  take  those  sugars  if  they  were  offered  to  him  ? 

Mr.  LowRY.  Ho  would  have^  taken  any  sugars  ho  could  have 
gotton  for  fall  delivery  at  the  price;  certainly. 
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The  Chairman.  You  did  not  understand  Senator  Jones's  question, 
then.  His  language  was  whether  he  did  not  attempt  to  get  these 
sugars;  and  you  me&n  in  your  answer  to  say  that  Mr.  Sprcckels  did 
not  try  actually  to  get  physical  possession  of  them  when  the  propo- 
sition was  turned  down  f 

Mr.  LowRY.  Oh,  yes.  Anybody  would  take  the  sugars.  If 
Mr.  Spreckels  had  not  wanted  to  talce  them,  any  other  reiSners  would 
have  been  only  too  glad  to  get  them.  You  see,  the  great  advantage 
was  to  be  able  to  supply  your  trade  during  this  period  of  stringency 
with  sugar,  and  that  was  the  advantage  which  the  American  Sugar 
Refining  Co.  sought  in  obtaining  these  Louisiana  supplies,  and  it 
was  worth  far  more  than  anjr  money  profit  could  be.  Just  picture  to 
yourself  the  situation  if,  during  this  period  of  scarcity,  the  Amcric^m 
Sugar  Refining  Co.  had  secured  100,000  tons  of  Louisiima  sugars, 
converted  them  into  these  cartons,  and  had  them  around  on  all  the 
grocers'  shelves  so  that  all  the  women  who  went  into  the  store  'would 
see  nothing  obtainable  but  crystal  Domino  granulated  sugar.  The 
impression  that  would  be  left  on  those  women's  minds  that  that  was 
the  sugar  to  stick  to  would  be  very  strong. 

The  Chairman.  How  about  the  impression  that  would  be  loft  on 
the  trade's  minds  to  stick  with  the  concern  that  got  them  sugars  Id 
time  of  stress  ? 

Mr.  LowRY.  They  would  never  be  allowed  to  forget  that.  The 
salesmen  all  of  next  year  and  for  the  next  10  years  would  bo  saying: 
''Well,  where  did  you  gbt  your  sugars  at  the  time  when  there  was  tho 
famine?  Didn't  you  have  to  come  to  us,  and  aren't  you  going  to 
stick  to  us  because  wo  did  supply  you  ?"  From  a  selling  point  of  view, 
gentlemen,  I  appreciate  that  fully. 

Senator  Jones  (to  the  chairman).  Are  you  through? 

The  Chairman.  Yes;  I  am  through  fo5r  the  present.  There  are 
one  or  two  things  I  want  to  put  in  the  record. 

Senator  Jones.  Mr.  Lowry,  you  say  that  in  June  of  last  year 
England  had  decided  not  to  get  any  more  sugars  from  Java,  and  was 
bidding  actively  for  Cuban  raw  sugars  as  well  as  for  granulated 
sugar  in  the  United  States  market  ? 

Mr.  Lowry.  Not  decided  not  to  get  any  more,  but  decided  not  to 
get  as  much  as  many  of  us  thought  that  she  might  get,  or  the  amounts 
that  she  had  gotten  in  previous  years.  England  did  buy,  I  believe, 
about  200,000  tons  of  old-crop  Javas  this  year,  and  I  think  there  Li^ 
100,000  tons  still  unshipped  that  will  go  into  their  1918  supplies. 

Senator  Jones.  But  tne  previous  year  they  had  bought  something 
over  a  million  tons — that  is,  the  aUied  countries — had  they  notf 
You  gave  the  figures. 

Mr.  Lowry.  I  gave  the  figiu-es  in  that  letter  I  wrote  to  Mr.  Hoover 
in  May. 

Senator  Jones.  So,  then,  when  England  and  her  allies  decided  to 
dispense  with  Java  sugars  as  much  as  possible  that  put  England  and 
her  allies  into  active  bidding  for  the  Cuoan  sugars,  did  it  not? 

Mr.  Lowry.  Yes. 

Senator  Jones.  Did  not  that  situation,  in  your  opinion,  make  it 
necessary  for  the  United  States,  after  she  went  into  tne  war,  to  come 
to  some  agreement  or  understanding  with  England  about  the  pur- 
chase of  Cuban  sugar  ? 
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Mr.  LowRY.  I  rather  indicated  that  in  my  letter  to  Mr.  Hoover  in 
May. 

Senator  Jones.  Yes;  I  thought  so.  Now  then,  the  United  States 
and  her  allies  having  entered  into  a  common  arrangement  for  the 
purchase  of  Cuban  sugars,  it  was  also  desirable,  was  it  not,  that  this 
combination  should  not  have  to  compete  with  neutral  countries  for 
the  Cuban  sugars } 

Mr.  LowRY.  The  elimination  of  competition  was  supposed  to  be 
of  great  advantage-  yes. 

Senator  Jones.  In  justice  to  Cuba — ^who;  by  the  way,  is  one  of 
our  allies  in  this  war,  and  whoso  crop  of  sugar  we  want  to  increase, 
if  possible 

Mr.  LowRY.  Yes. 

Senator  Jones  (continuing).  It  became  necessary,  in  those  cir- 
cumstances, to  arrange  a  fair  price  for  the  Cuban  sugars;  did  it  not? 

Mr.  LowRY.  To  arrange  a  fair  price,  if  you  are  going  to  have  co- 
operative buying;  yes. 

Senator  Jones.  How  could  you  arrange  that  fair  price  for  the 
Cuban  crop  without  having  some  central  organization  to  buy  and  to 
allocate  it  as  between  these  different  countries  ? 

Mr.  LowRY.  Senator,  my  idea  of  a  complete  control — and  I  think 
a  control  is  very  difficult  unless  it  is  complete — was  very  much  along 
the  English  line.  There  they  have  not  only  taken  sugar  refiners  on 
the  commission,  but  they  have  a  board  which  is  composed  of  sugar 
refiners  and  sugar  merchants  and  brokers  and  dealers.  They  are  all 
represented  on  this  British  Royal  Commission  for  the  Sugar  Supply, 
and  they  buy  the  sugar.  They  have  an  arrangement  with  the  re- 
finers to  refine  it.  They  get  right  into  the  market  as  a  rnerchant 
would  do  and  make  their  purchases.  The  refiner  turns  out  the  refined 
product  for  them  They  allow  that  refiner  a  basis  of  profit  based  on 
the  prewar  profit  of  those  refiners,  and  then  they  sell  the  sugar  to 
the  trade,  not  necessarily  at  cost,  but  at  whatever  price  they  consider 
fair  after  taxes,  etc.,  have  been  paid.  From  that  they  derive  a  gross 
profit.  From  that  profit  they  give  the  refiner  his  share  and  the 
oalance  they  put  into  the  treasury  and  use  for  the  benefit  of  the 
people  a^ain. 

That  is  what  I  call  a  complete  control,  and  it  has  been  very  suc- 
cessful over  there. 

Senator  Jones.  Are  you  of  the  opinion  that  in  the  circmnstances 
as  they  exbted  in  this  country  along  in  June,  July,  and  August  it  was 
necessary  to  take  some  sort  of  control  of  this  sugar  question  ? 

Mr.  LowRY.  *'Some  sort  of  control,"  Senator,  is  Very  broad.  I 
have  always  been  in  favor  of  the  stated  objects  of  the  food  control. 

Senator  Jones.  You  thought  it  was  necessary? 

Mr.  LowRY.  I  thought  it  would  be  a  good  thing  if  it  was  properly 
handled;  yes. 

Senator  Jones.  And  if  something  of  the  kind  had  not  been  done, 
ive  would  have  had  our  alUes  and  neutral  countries  all  bidding  against 
3aeh  other  for  Cuban  sugars,  and  in  the  American  market  you  would 
hiave  had  the  diflFerent  refiners  bidding  against  each  other  for  those 
sugars,  and  with  the  Java  supply  cut  offy  where  would  prices  prob- 
ably have  gone  if  there  had  been  no  combination  with  out  allies  or 
jeen  no  restriction  upon  the  bidding  from  neutral  countries,  etc.  ? 
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Mr.  LowRT.  Had  there  never  at  any  time  been  any  talk  of  a  food 
administration  and  had  the  merchants  themselves  had  the  «itirf 
responsibility  for  supplying  the  trade,  in  the  first  place  Europe  would 
not  have  gotten  as  many  of  those  Cuban  sugars  as  they  did.  In  the 
second  place  more  sugars,  I  am  quite  sure,  would  have  been  brought 
from  Brazil,  from  Peru.  I  believe  more  Philippines  would  have  come 
here,  and  it  would  not  have  surprised  me  a  bit  if  some  Javas  had  come 
to  the  west  coast.  An  increase  in  our  supply  of  100,000  tons  would 
have  made  a  great  difference. 

Senator  Jones.  How  could  the  Javas  come  to  the  west  coast  unless 
the  Governments  were  willing  to  furnish  bottoms  ? 

Mr.  LowBY.  There  was  independent  tonnage  that  could  be  secured. 
I  am  not  at  all  sure  that  these  Dutch  boats  that, were  tied  up  in  New 
York  Harbor  for  so  long — there  were  a  great  many  boats  there,  if 
you  remember,  tied  up  for  months  and  months,  and  I  can  not  testify 
as  an  expert,  but  certainly  I  was  so  informed,  and  I  think  that  the 
reason  that  question  was  not  settled  sooner  was  because  they  wanton! 
those  boats  U)  ply  between  Europe  and  here.  Possibly  some  of  them 
could  have  be<^  obtained, to  go  to  Java.  You  see  a  ^e  trip  to  the 
Philippines  and  a  safe  trip  to  Java  and  a  safe  trip  to  Cuba  or  to 
Brazil  or  Peru  to  a  shipping  man  is  far  more  attractive  than  a  tiip 
to  Europe  with  the  dangers  mvolved. 

Senator  Jones.  Do  you  not  believe  it  is  much  better  for  us  in  this 
war  to  use  all  the  ships  we  can  in  direct  connection  with  the  conduct 
of  the  war  rather  than  have  them  go  to  Java  for  sugar  unle^  it  is 
absolutely  essential  that  they  shall  go  there  for  sugar. 

Mr.  LowRY.  They  should  ceriainly  be  used  in  the  best  way  pos- 
sible; yes;  some  ships  allotted  to  this  service  and  some  to  another 
service,  and  so  on;  and  the  most  important  service  should  receive 
the  first  consideration,  and  then  go  down  the  hue. 

Senator  Jones.  You  think  it  is  necessary  to  have  somebody  control 
this  tonnage,  do  you  not,  during  this  war,  and  say  where  it  shall  go  ^ 

Mr.  LowRY.  It  certainly  seems  to  be. 

Senator  Jones.  If  you  arc  going  to  control  the  tonnage,  then  it 
would  be  absolutely  impossible  to  turn  your  merchants  loose  to  get 
sugar  wherever  they  wanted  to,  would  it  not? 

Mr.  LowRY.  If  you  tie  up  all  the  tonnage  and  don't  deal  with 
merchants,  yes. 

Senator  Jones.  Yes.  Now,  then,  we  have  these  fundamental 
things  here.  Tonnage  must  be  controlled.  There  must  be  coopera- 
tion between  the  allies  in  the  purchase  of  sugar. 

Mr.  LowRY.  Yes. 

Senator  Jones.  That  being  so,  then,  must  there  not  be  some  power 
or  some  authority  to  distrioute  the  raw -sugars  from  Cuba  to  the 
refiners  of  this  country  ? 

Mr.  LowRY.  I  have  urged  that  since  last  May.  I  took  that  position 
with  Mr.  Hoover  right  along. 

Senator  Jones.  That  being  so,  if  you  take  those  fundamental  fact^, 
if  you  accept  them,  then  all  question  as  to  what  would  happen  if  there 
had  been  no  control  is  aside  from  the  question  before  us^  m  it  not  i 

Mr.  LowRY.  Yes.  The  question  has  been  between  object  and 
method. 

The  Chairman.  That  is  what  I  thought,  Senator  Jones,  when 
Hoover  was  proclaiming  to  the  country  that  he  bad  just  saved  u5 
$30,000,000  or  $60,000,000  or  $160,000,000. 
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Senator  Jones.  Well,  now,  let  us  discuss  that  just  a  little.  Before 
the  passage  of  this  food-control  bill  and  the  closing  of  Uie  sugar 
exchange  m  New  York  what  was  the  state  of  the  sugar  market  on 
that  exchange ) 

Mr.  LowRT.  The  sugar  market  was  declining  on  the  exchange  at 
the  time  the  Food  Administration  closet  it,  ann  the  exchange  market 
was  under  what  we  call  the  actual  market,  and  in  connection  with 
that — I  can  not  give  yon  the  exact  figure,  but  sugar  for  next  March 
delivery  was  then  selling  on  the  exchange,  notwithstanding  the  excite- 
ment duo  to  the  shortage  upon  us  at  that  time,  at  about  4.39  f.  o.  b. 
Cuba. 

Senator  Jones.  Did  you  not  hear  the  testimony  of  Mr.  Lambom, 
given  here  last  night,  in  which  he  said  that  the  sugar  had  been  over- 
sold on  that  exchange,  and  if  it  had  not  been  closed  by  Mr.  Hoover, 
it  would  have  been  closed  by  the  directors  of  the  exchange  growing 
out  of  a  panic  on  the  exchange?  Did  you  not  hear  him  make  that 
statement? 

Mr.  LowBT.  Yes;  I  heard  him,  and  as  to  the  extent  of  the  over- 
sales he  was  more  famihar  than  I  am,  because  he  deals  on  the  exchange 
antl  we  do  not.  The  exchange  business  is  something  apart  from  our 
biisiness. 

Senator  Jones.  You  remember  some  years  ago  when  the  market 
was  short  of  Northern  Pacific  stock,  I  believe,  and  the  shares  went 
up  to  $1,000? 

Mr.  LowBY.  Yes. 

Senator  Jones.  Something  of  that  sort  would  have  occurred  on  this 
sugar  market  when  it  was  oversold  and  the  sugar  could  not  be  had, 
would  it  not? 

Mr,  LowRY.  Well,  but  vou  must  remember,  too,  that  a  free  move- 
ment of  beets  here  to  the  ^ast  would  have  had  a  very  checldng  effect 
on  the  prices.  A  shortage  had  been  impending  since  last  May,  as 
merchants  had  been  afraid  to  act,  not  knowing  what  the  administra- 
tion would  do. 

Senator  Jones.  But  they  would  have  to  come  at  a  considerably 
hi^lier  price,  would  they  not? 

Mr.  LoWRY.  They  came  quickly  enough  finally;  not  in  volume. 

Senator  Lodge.  They  came  quickly  enough  to  8.15,  did  they  not? 

Mr.  LowRY.  They  came  quicker  at  8,15  than  they  had  at  7.25 
cents,  but  the  Food  Administration  informs  mo  that  the  price  had 
nothing  to  do  with  it.  They  tell  me  that  these  few  beets  were  coming 
any  way.  \ 

Ite  Chairman.  I  wonder  why  they  raised  the  price,  then  i 
you  know? 

Mr.  LowBY.  Their  explanation  was  that  they  did  not  want  to 
sugar  selling  in  the  same  territory  at  radically  different  prices, 
that  the  consumer  would  not  get  the  benefit  of  the  7.25  oeet  p 
that  the  retailer  would  chaise  the  same  relative  basis  for  beet  s 
OS  he  did  for  cane,  and  they  hod  no  control  over  the  retailer.  ' 
is  what  they  tell  me. 

The  Chaieman.  They  might  have  reduced  the  cane  prices  ins 
of  putting  up  the  beet  price. 

Senator  Jones.  They  could  not  have  reduced  the  cane  price,  c 
they,  and  had  the  refiners  come  out  even  ? 
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Mr.  LowRT.  I  thought  the  Senator  referred  to  the  raw  cane  price. 

The  Chairman.  It  is  an  understood  thing — ^I  think  it  may  be  taken 
as  a  conceded  fact — that  this  committee  of  refiners  engaged  in  run- 
ning a  sugar  business  will  not  so  manage  it  as  to  reduce  tneir  profits. 
I  do  not  believe  anybody  will  dispute  that  now.    Let  me  ask  you  this 

Suestion,  Mr.  Lowry :  It  seems  that  the  refiners  got  together  and  they 
xed  the  price  that  was  to  bo  paid  by  the  consimier  ? 

Mr.  Lowry.  They  fixed  the  refining  margin. 

The  Chairman.  And  also  the  price  that  was  to  be  paid  to  the  pro- 
ducer.   They  fixed  the  Cuban  price  ? 

Mr.  Lowry.  The  international  committee  did;  yes.  Only  these 
two  refiners  and  Mr.  Rolph 

The  Chairman.  On  which  the  American  refiners  alone  are  repre- 
sented ? 

Mr.  Lowry.  Yes;  with  Mr.  Rolph. 

The  Chairman.  How  do  you  suppose  the  refiners  would  like  to 
have  a  committee  of  consumers  get  together  and  fix  their  prices  ? 

Mr.  Lowry.  I  think  they  womd  be  unhappy  about  it. 

The  Chairman.  Do  you  not  think  that  woiild  be  just  as  fair  as  to 
have  the  refiners  fix  the  price  on  the  consumers  ? 

Mr.  Lowry.  Yes. 

The  Chairman.  Have  you  heard  in  all  this  food  administration  yet 
of  any  instance  where  the  ultimate  consumer  has  been  called  in  to 
fix  the  prices  on  the  producer,  or  even  consulted  seriously  ? 

Mr.  Lowry.  Only  so  far  as  the  Food  Administration  represents  the 
ultimate  consumer. 

The  Chairman.  Oh,  yes;  and  the  Food  Administration  has 
gathered  to  itself  as  its  assistants  the  great  producers  and  great 
manufacturers  ? 

Mr.  Lowry.  Yes. 

Senator  Jones.  Let  me  at  that  point  ask  you  if  it  was  not 
the  effort  of  the  Food  Administration,  in  these  various  things  which 
it  did,  by  fixing  the  price  of  beet  sugar  and  by  fixing  the  price  of 
Cuban  raw  sugar,  to  reduce  the  price  of  sugar  to  tne  consumer? 
Was  not  that  tne  attempt  in  each  case  ? 

Mr.  Lowry.  Well,  they  certainly  have  testified  very  freely  to  that. 

Senator  Jones.  Have  you  not  already  said  that  that  was  what 
they  wore  trying  to  do  ? 

Mr.  Lowry.  Tnat  is  certainly  what  they  said  they  were  trying  to 
do. 

Senator  Jones.  Yes;  and  it  is  what  you  were  trying  to  help  them 
to  do;  was  it  not? 

Mr.  Lowry.  It  was  what  I  was  trying  to  help  them  to  do ;  yes. 

The  Chairman.  You  heard  Mr.  Hoover's  statement  aoout  con- 
serving the  supply  of  sugar  in  this  coimtry  by  cutting  down  the  con- 
sumption to  tliree  pounds  per  month,  did  you  ? 

Mr.  Lowry.  Yes. 

The  Chairman.  Have  you  seen  the  circulars  that  have  gone  out 
concerning  the  cutting  down  of  the  use  of  sugar — the  circulars  or 
orders  that  Ixave  gone  out  from  the  Food  Administration? 

Mr.  LowuY.  No.  I  saw  two  orders  that  came  out  in  the  fall  with 
regard  to  manufacturers.  The  first  order  from  the  Food  Admini^ 
tration  was  that  no  more  sugar  coidd  be  sold  to  manufactm^crs. 
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Then  about  three  days  later  they  changed  that  and  said  that  50 
per  cent  of  normal  requirements  could  be  sold  to  manufacturers. 

The  Chaibhan.  Have  you  those  orders  ? 

Mr.  LowRT.  I  have  copies  of  them,  I  am  sure,  in  my  market 
reports.    [Examinir^  papers,] 

Senator  Jones,  ib.  LK)wry,  along  in  the  earlj  part  of  July  the 
Federal  Sugar  Refining  Co.  was  issuing  what  is  called  a  Federal 
Reporter,  was  it  not  f 

Mr.  LowBY.  Yes^  sir.     I  write  those  market  reports. 

Senator  Jones.  I  wiU  ask  you  if,  in  the  Federal  Reporter  of  July 
2,  you  wrote  this: 

The  simple  fact  is  that  Cuba  is  getting  to  the  end  of  her  crop,  and  available  unsold 
supplies  are  steadiljr  diminishing.  On  the  other  hand  there  is  no  slackening  in  the 
demand.  Refiners  in  the  United  States  are  having  a  good  distribution  of  refined 
sugar  and  there  is  no  prospect  of  any  let  up.  Invisible  stocks  in  the  hands  of  the 
distributing  trade  throughout  the  country  are  comparatively  small.  Consumption 
is  increasing  with  seasonable  weather,  and  prospects  indicate  a  rather  more  than 
normal  demand  for  preserving  purposes.  Europe  is,  of  course,  being  more  conserv- 
ative in  its  use  of  sugar,  but  destruction  of  stocks  in  transit  as  a  result  of  submarine 
attacks  must  be  replaced  by  new  purchases,  and  the  combined  buying  brings  us  to 
rather  an  acute  situation,  which  will  be  difficult  to  work  out,  and  makes  market 
forecastins:  almost  impossible.  While  we  can  form  some  idea  as  to  what  our  require- 
ments will  be,  no  one  can  tell  how  much  raw  sugar  and  (or)  American  grantilated 
will  be  needed  to  fill  Europe *s  wants  now  that  importation  from  Java  is  so  difficult. 

Do  you  recall  that  ? 

Mr.  LowRY.  I  do.     What  was  the  date  of  it,  Senator? 
Senator  Jones.  July  2. 

Mr.  LowRY.  It  shows  you  that  far  in  advance,  it  was  known  that 
an  extraordinary  effort  must  be  made  to  keep  the  market  supplied. 
Senator  Jones.  On  July  19  I  find  in  the  Reporter: 

The  production  of  the  few  mills  that  are  grinding  in  the  outports  is  negligible  as 
compared  with  the  weekly  reports,  so  that  it  is  only  a  question  of  now  long  the  remain- 
ing stocks  will  last,  in  the  face  of  the  demand  from  Europe  and  the  United  States. 

That  was  in  regard  to  raw  Cuban  sugar;  and  in  regard  to  refined 
sugars  on  the  same  date: 

One  important  feature  is  the  fact  that  stocks  of  roiined  sugars  in  the  hands  of  refiners 
at  consignment  points  are  so  much  less  than  last  year.  In  fact  such  stocks  are  at  a 
minimum,  and  it  looks  as  though  it  would  be  impossible  to  replenish  them  this  season. 

That  comes  from  your  Reporter,  I  believe  ? 
Mr.  LowRY.  It  is  quite  familiar;  yes. 
Senator  Jones.  On  July  26: 

As  previously  pointed  out,  the  remaining  stocks  of  unsold  sugar  to  come  from 
Cuba  this  campaign  are  small,  and  sells  well  placed  to  exact  full  prices.  Competi- 
tive bidding  on  the  part  of  our  refiners,  the  British  commission,  and  Canada,  is  exactly 
what  they  desire,  and  for  some  time  now  they  have  been  steadily  able  to  advance 
values  after  every  buying  move,  the  market  having  been  advanced  in  this  way  about 
1  cent  p'jr  pDund  in  the  last  five  weeks.  How  far  they  will  be  able  to  carry  this 
remains  to  be  seen. 

Mr.  LowRY.  Yes;  I  referred  to  the  same  condition  in  my  testimony 
earlier  in  the  day. 

Senator  Jones.  And  on  July  30: 

Messrs.  Willett  &  Gray  report  stocks  in  the  United  States  and  Cuba  together  at 
807,596  tons,  against  844,816  tons  last  year,  a  decrease  of  37,220  tons.  Total  stocks 
in  all  hands  at  the  Atlantic  ports  on  July  25,  they  estimate  at  222,274  tons,  a  further 
decrease  of  64,769  tons  from  last  year,  'in  considering  available  supplies  from  now 
until  the  first  of  January,  we  must  not  overlook  the  fact  that  in  other  years  we  have 
been  receiving  mostly  in  the  fall  months  in  the  neighborhood  of  120,000  tons  from 
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the  Philippinee.  This  year,  so  far  as  we  can  learn,  little  or  none  of  this  sugar  is  dov 
coming  forward,  the  difficulty  being  the  matter  of  freights,  just  as  it  has  been  on  Java 
su^rs  needed  in  Europe.  At  the  moment  there  iq;>pean  to  be  no  way  of  ovevcomini; 
this  condition. 

Do  you  recall  that  publication  ? 

Mr.  LowRY.  Yes,  sir. 

Senator  Johbs.  Did  those  Philippine  sugars  actually  come  i 

Mr.  LowRT.  No.  Only  a  few  of  them  came.  I  have  not  the 
comT>let9  figures  as  to  the  arrivals  of  Philippines;  but  there  is  a 
gentleman  here  ready  to  testify,  Mr.  Connell,  who  handles  the  larger 
part  of  the  Philippine  sugars  that  ordinarily  come  to  this  market, 
and  he  can  explain  that  situation  to  you  fully. 

Ssnator  Joxbs.  So,  than,  we  were  losing  about  a  million  ton  — 
I  mean  the  United  States  and  her  allies — from  Java,  and  then  a 
considerable  part  of  the  supply  which  would  ordinarily  have  a)ine 
from  the  Philippines,  because  of  the  lack  of  tonnage 

Mr.  LowRY.  Not  a  million  tons,  Senator.  They  would  not  bring 
a  million  tons  of  Javas  on.  Had  the  British  commission  been  able  to 
secure,  instead  of  200,000  tons,  we  will  say,  350,000  to  400,000  tons, 
that  would  have  remedied  the  condition  so  far  as  we  were  concerned. 
Our  estimates  in  the  beginning  of  the  year  were  that  they  would 
probably  use  about  350,000,  possibly  400,0C0  tons  of  Javas.  Instead 
of  that,  they  have  gotten  probably  not  much  over  100,000  tons. 

Senator  jfoNES.  But  in  order  to  get  along  with  that  small  amount 
it  would  have  been  necessary  to  curtail  somewhat  the  consumption 
in  those  countries,  would  it  not  ? 

Mr.  LowRY.  In  Europe  ? 

Senator  Jones.  Yes. 

Mr.  LowRY.  Oh,  yes. 

Senator  Jones,  ^d  of  course  none  of  these  countries  want  to 
curtail  consumption  if  a  supply  can  be  obtained  at  a  reasonable  price? 

Mr.  LowRY.  They  must  curtail.  Thev  have  not  the  tonnage,  and 
they  must  get  along  with  less  sugar,  it  is  not  a  matter  of  choice; 
it  is  a  matter  of  necessity. 

Senator  Jones.  But  under  all  these  circumstances  it  was  inevitable 
that  there  would  be  an  extraordinary  demand  for  Cuban  sugar,  was 
it  not  ? 

Mr.  LowRY.  Oh,  yes.  As  soon  as  it  was  found  out  that  Europe 
would  not  eo  to  Java  for  any  considerable  quantity,  thej''  then  looked 
around  ana  took  up  what  I  have  previously  referred  to  as  the  '*  con- 
venient suppUes''  which  were  in  Cuba.  They  jumped  into  the 
market  ana  oought  those  for  future  delivery  wmle  we  stood  around 
and  waited.  Then,  after  they  were  gone,  and  we  were  in  a  hole,  of 
course  then  it  was  difficult  to  overcome  the  situation.  We  could  not 
proceed,  as  I  said,  or  merchants  would  not  proceed — I  am  talking 
about  June  and  July  and  August — to  lay  in  a  stock,  because  ther 
could  not  tell  what  was  ahead  of  them  through  the  food  control. 

Senator  Jones.  This  did  not  relate  to  the  lood  control;  or,  rather, 
you  did  not 

Mr.  LowRY.  Well,  it  was  so  well  known  in  the  trade  and  everybody 
knew  that  the  people  would  not  buy  for  fall  delivery. 

Senator  Jones.  But  this  shortage  here  did  not  refer  to  food  con- 
trol? 

Mr.  LowRY.  Oh,  no.  The  shortage  was  developing  steadily,  and 
you  see,  as  my  testimony  showed,  I  (fid  not  wait  till  July  to  call  atten- 
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tion  to  it.     I  called  Mr.  Hoover's  attention  to  the  possibility  of  it 
as  early  as  May. 

Senator  Jones.  On  August  6  you  gave  a  review  of  the  situation 
in  which  you  stated: 

Owing  to  the  acute  situation  that  exists  our  market  has  continued  to  develop  strength 
since  our  last  review,  and  on  Friday  sellers  succeeded  in  securing  asking  prices, 
when  60,000  to  75,000  bags  Cubes,  for  prompt  August  and  September  shipment,  sold 
to  local  refiners  at  6}  cents,  cost  and  freight. 

Mr.  LowRT.  This  is  what  date  ? 
Senator  Jones.  August  6. 
Mr.  LowRY.  Yes. 
Senator  Jones  (reading) : 

At  the  same  time  2.500  bags  Porto  Ricois  for  August  shipment  sold  at  7.21  centa 
c.  i.  f.  basis  96**,  and  750  tons  Peruvians,  or  full-duty  su^rs,  in  the  same  posi- 
tion sold  at  6^  cents  c.  i.  f .  We  had  a  very  strong openiDe  this  morning,  sellers  being 
practically  withdrawn.  Finally  a  few  sugars  were  offered  at  6|,  cost  and  freight,  for 
August  shipment  from  Cuba,  but  there  is  the  impression  that  if  G)  cents,  cost  and  freight, 
was  bid,  it  would  be  accepted.  To  give  an  idea  of  sellers'  views,  we  would  mention 
that  one  lot  of  Porto  Ricoe  is  offered  at  7.34  cents  delivered,  while  other  sellers  talk 
8.02  cents,  the  latter  price  being  about  equivalent  to  7  cents,  cost  and  freight,  for 
Tubas.  With  the  market  running  wild  in  this  fashion,  predictions  of  future  values 
are  merest  guesswork.  We  have  in  the  past  frequently  called  attention  to  underlying 
conditions  which  make  it  possible  for  such  a  market  to  exist.  In  these  there  has 
been  no  change.  With  raw-sugar  receipts  at  the  United  States  four  ports,  running 
at  a  little  over  one-half  our  weeklv  meltings,  so  that  reserve  stocks  are  oeing  steadily 
depleted,  and  Europe  and  ourselves  competing:  for  the  remaining  stocks  in  Cuba, 
which  are  relatively  small  and  in  few  hanoa.  holders  of  unsold  sugar  are  able  to  take 
full  advantage  of  the  unusual  position  in  which  they  are  placed  and  as  a  result  valuea 
are  steadily  being  advanced.    Who  can  tell  how  far  this  i^vill  carry  us? 

During  the  past  three  years  we  have  seen  many  unusual  situations,  and  more  than 
once  it  seemed  as  though  there  would  not  be  enough  sugar  to  go  round,  but  the  antici- 
pated famine  has  always  been  avoided.  Sometimes  relief  comes  from  unexpectedly 
large  invisible  supplies,  combined  with  decreased  consumption.  At  other  times 
relief  came  from  the  tapping  of  new  sources  of  supply,  as  when  Europe  in  1915  again 
b€^n  importing  Java  sugar  in  large  quantities.  At  present  the  invisible  stocks  in 
the  hands  of  the  wholesale  and  retail  grocery  trades  tnroughout  the  country  seem  to 
be  relatively  small,  and  any  increased  distribution,  as  shown  by  Messrs.  Willett  & 
Gray's  figures,  referred  to  in  our  circular  of  July  19.  showing  apparent  increased  con- 
sumption of  nearly  11  per  cent  for  the  first  six  months  of  1917.  if  not  consumed,  must 
be  in  the  hands  of  consumers,  where  it  is  not  ''liquid,"  and  for  that  reason  has  far  less 
eflfect  on  the  market  than  if  it  was  in  the  hands  of  the  trade. 

Contrary  to  experiences  in  other  years,  actual  consumption  does  not  seem  to  be 
diminished  by  the  high  prices,  due  probably  to  extraordinary  efforts  that  are  being 
made  to  preserve  fruits,  etc.  So  far  as  new  sources  of  supply  are  concerned,  there 
are  none  until  the  new  crop  domestic  beets  come  on  next  October.  There  is.  of  course, 
a  surplus  stock  of  sugar  in  Java,  which  would  be  very  glad  to  find  a  market,  but  here 
the  transportation  difficulty  steps  in  and  prevents  its  shipment  to  Europe  or  'the 
United  Stotes.  Whether  or  not  this  eventually  will  be  overcome,  remains  to  be  seen, 
but  so  far  as  these  supplies  are  concerned,  it  is  now  apparently  too  late  to  forestall  the 
shortage  which  threatens  us  between  now  and  November  1.  As  stated  above,  there 
is  nothing  new  in  all  this,  it  having  been  referred  to  repeatedly  by  us  in  the  past. 

Mr.  LowET.  Senator,  you  see  that  market  report  very  clearly  indi- 
cates that  in  my  mind  the  shortage  was  to  come  between  then — ^what 
was  the  date  of  it? 

Senator  Jones.  That  is  August  311  think. 

Mr.  LowRY.  Or  somewheres  around  that  period,  between  that  and 
November  1,  and  that  on  November  1 1  fibred  that  the  shortage  wns 

foing  to  be  relieved  by  the  beet  sugar  which  would  come  East  so  Treely. 
Tow,  as  it  turned  out  the  most  acute  shortage  was  after  November  1, 
as  the  beet  su^ar  did  not  come  East,  but  it  all  shows,  and  all  the 
reports  right  t&ough  there,  will  show,  that  a  shortage  was  probable 


874  SHOBTAGB  OF  BUOAB, 

and  that  an  extraordinary  effort  was  to  be  made  if  it  was  to  be 
avoided. 

Senator  Jones.  Did  not  the  publication  of  such  information  as  that 
have  a  tendency  to  increase  prices? 

Mr.  LowKY.  But  that  did  not  go  to  consumers.  That  wont  to  large 
dealers  and  sugar  merchants  and  people  of  that  class. 

Senator  Jones.  Do  you  not  suppose  that  those  sugar  merchants 
told  their  consumers  about  that  ? 

Mr.  LowRT.  It  is  a  long  cry  from  the  sugar  merchants  that  receive 
that  to  the  consumer.  Thk  goes  to  the  head  of  the  house,  and  he 
would  have  to  tell  it  to  his  salesman  and  the  salesman  would  have  to 
tell  it  to  the  retail  grocers,  and  the  retail  grocers  to  the  consumes. 
I  do  not  think  the  retail  grocer  posts  the  consumer  very  much  on  sugar 
market  conditions. 

Senator  Jones.  Of  course  I  understand  that  your  purpose  was  tx) 
give  this  information  only  to  your  customers.  Was  it  not  done  for 
the  purpose  of  acquainting  them  with  actual  conditions  so  that  they 
would  increase  their  purchases? 

Mr.  LowRY .  As  we  saw  it,  and  they  could  protect  themselves,  yes. 

Senator  Jones.  And  of  course  would  not  be  afraid  of  paying  the 
price  which  you  might  ask? 

Mr.  LowRY.  Yes,  either  we  or  some  one  else.  It  does  not  go  only 
to  our  customers;  it  goes  to  the  entire  trade.  There  are  very  few- 
most  buyers  buy  from  the  different  refiners.  They  do  not  confine 
their  business  solely  to  one  refinery.  I  wish  they  cfid,  and  that  that 
refinery  was  the  Federal. 

Senator  Jones.  The  paper  which  I  just  read  from  was  not  dated  the 
31st  of  August,  but  August  6. 

Mr.  LowRY.  There  is  a  better  one  on  the  31st  of  August,  which 
measures  up  the  supply. 

Senator  Jones.  Yes,  I  was  just  coming  to  that.  On  August  31 
you  give  another  statement  in  which  the  following  is  said: 

Allowing  average  meltings  at  the  four  porta  of  only  50,000  tons,  this  gives  us  but  little 
over  nine  weeks'  supply  of  sugar.  The  only  other  supplies  of  cane  sugar  available 
between  now  and  the  1st  of  January  will  be  the  supply  from  Louisiana.  These  figures 
may  not  be  exact,  but  they  are  approximately  correct,  and  for  once  it  looks  as  thou^ 
we  may  have  reached  the  often  Uilked  of  but  never  yet  realized  point  where  cane 
supplies  would  be  exhausted. 

A  further  cutting  down  of  meltings  would  of  course  make  the  stock  last  longer,  but 
can  the  trade  be  supplied  with  any  reduction  in  meltings,  especially  in  view  of  the 
increased  amount  of  preserving  anticipated  for  September  and  October?  Notwith- 
standing the  increased  distribution  of  sugar  for  the  first  six  months  of  the  year,  ihe 
distributors,  wholesale  and  retail,  do  not  seem  to  have  much  sugar  on  hand  at  the 
present  time,  so  that  if  there  is  any  accumulation  of  stock,  it  is  the  consumer.  To 
what  extent  these  invisible  supplies  will  carry  us  over  this  period  of  stringency,  re- 
mains to  be  seen,  and  is  impossiole  now  to  estimate.  Certainly  with  such  a  sittiation 
confronting  us,  it  is  to  be  hoped  that  nothing  will  happen  to  delay  the  harvesting  of 
the  beet  crop,  and  that  sufficient  cars  will  be  available  to  move  these  sugars  over  aa 
extended  territory,  as  fast  as  produced. 

From  the  same  circular,  under  the  headings  of  ^^Cuba,"  '* Sugar," 
and  '*Food  control/'  you  state  imder  the  heading  ''Cuba": 

There  is  nothing  new  in  the  situation  from  the  island.  What  price  sellen  will 
decide  to  accept  for  the  few  remaining  unsold  stocks  in  the  island  remains  to  be 
seen.  Although  all  these  stocks  are  needed,  refiners  are  certainly  in  no  mood  to  pay 
a  full  price  for  same. 

About  refined  sugar  you  state: 

Refined  sugar:  All,  prices  remain  unchanged.  The  expectation  of  lower  prices 
later  on  has  resulted  in  a  complete  cessation  of  buying  on  the  part  of  both  the  retail 
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and  jobbing  trade.  Theee  interests  are  now  engaged  in  reducing  their  stockB  to  an 
absolute  minimiim.  Consumption  is  stiU  going  on,  and  with  the  disposition  to  pre- 
serve extensively,  there  is  no  reason  to  expect  any  falling  off  for  at  least  the  next  six 
weeks,  so,  with  the  trade  going  out  of  stocks  at  this  time,  it  is  possible  that  d urine 
the  latter  part  of  September  or  the  first  part  of  October  there  may  be  a  short  period 
when  it  will  be  difficult  to  obtain  the  necessary  supply  of  su^r  when  needecf.  All 
this,  however,  is  very  problematical,  and  it  is  an  old  axiom  m  the  trade  that  when 
buyers  begin  to  scrape  the  bottom  of  the  barrels  before  making  further  purchases, 
they  are  able  to  stay  out  of  the  market  for  a  longer  time  than  theoretically  seems 
possible. 

Mr.  LowRY.  Yes,  that  was  the  result  of  the  Food  Administration 
putting  out  reports  about  the  beet-sugar  arrangement  at  -7.25,  and 
it  has  the  effect  of  making  everyone  thmk  the  price  would  be  lower, 
and  naturally  they  withdrew  from  the  market  and  cleaned  up  their 
stocks  on  hand,  and  that,  in  turn,  left  them  in  a  very  bad  condition 
later  on  when  the  beet  suppUes  were  not  available. 

The  Chairmax.  Who  put  out  the  impression  that  the  prices  were 
going  to  be  lower  later  on  ? 

Mr.  LowRY.  The  Food  Administration  when  they  made  this 
arrangement  with  the  beet  people  at  7.25 ;  they  pubhshed  that  very 
widely. 

The  Chairman.  They  had  made  a  great  saving,  and  sugar  was 
going  to  be  cheap  ? 

Mr.  LowRY.  They  had  effected  this  voluntary  arrangement  with 
the  beet  men  whicn  was  going  to  reduce  the  pnce,  and  would  have 
the  eflFect  of  reducing  the  cane-sugar  price. 

The  Chairman.  Before  you  mew  you  were  going  to  testify,  a 
month  ago,  right  on  this  subject  you  warned  the  trade  that  the  very 
effect  that  you  spoke  of,  that  is  the  people  would  quit  buying,  was 
being  worked  out,  and  that  it  was  a  menacing  thing  in  the  market  ? 
You  pointed  that  out  months  ago  t 

Mr.  LowRY.  I  called  attention  to  that  fact. 

The  Chairman.  Yes. 

Senator  Jones.  Under  the  head  of  ''Food  control,"  you  stated 
as  follows: 

Food  control:  Refiners  will  be  in  Washington  next  WednciBdajr  to  confer  with  Mr. 
Hoover  and  Mr.  Rolph  with  regard  to  the  sugar  situation.  Meantime  a  war  emergcncv 
food  survey  is  being  taken  by  the  Department  of  Agriculture;  which,  when  completed, 
will  show  exactly  the  amount  of  sugar  in  the  country  on  J\ugiist  31.  This  informa- 
tion will  of  course  be  very  helpful  to  the  Food  Administration,  which  is  endeavoring 
to  carry  us  through  the  period  of  stringency  this  fall  and  prevent  excessive  prices. 

Then,  luider  the  heading  "Unsold  supply  would  last  few  days 
only,"  I  read  the  followmg: 

On  September  19  the  amount  of  unsold  sugar  in  Cuba  was  estimated  at  50/60,000 
tons,  which  the  owners  were  making  no  effort  to  sell.  Reference  was  also  made  of 
the  holding  up  of  exports  of  refined  sugar  on  account  of  the  possible  scarcity  of  supplies 
for  our  own  requirements.  Arbuckle  s  Refinery  had  closed.  On  October  3  the  sugar 
in  Cuba  was  referred  to  as  follows: 

''The  Food  Administration's  hope  has  been  that  by  keeping  buyers  out  of  the  market 
the  small  remaining  stocks  in  Cuba  would  eventually  be  secured  at  some  concession, 
but  tlie  owners  have  shown  no  disposition  to  give  up  the  advanta^  of  tlie  strong 
statistical  position  in  which  they  find  themselves,  as  shown  by  the  figures  i^ihich  we 
print  below. " 

Mr.  LowRY.  You  see,  reading  between  the  lines  there  is  not  a 
criticism  of  the  Food  Administration,  but  you  will  find  a  feeling — 
that  is  it  must  be  apparent  that  the  writer  had  a  feeling — that  it  was 
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a  mistake  to  stay  out  of  the  market ;  that  supplies  of  sugar  must  be 
obtained  when  tney  could  be  obtained. 
Senator  Jones.  Continuing  with  your  article,  I  read  as  follows: 

In  any  event  the  unsDld  supply  is  small,  and  if  it  were  all  secured,  would  pnMily 
not  run  our  refineries  more  than  a  week  or  10  days. 

Mr.  LowRY.  Yes,  we  were  deep  in  the  hole  then. 
Senator  Jokes.  And  on  October  10  you  stated  as  follows: 

Well  posted  Cuban  interests  figure  that  the  unsold  supply  of  suo:ar  in  Cuba  will  not 
exceed  25,003  tons.  Others  think  it  is  a  little  more  thin  this.  That  the  amount  is 
very  small  seems  to  be  confirmed  by  the  light  offering  at  any  price,  and  it  now  seems 
that  thdse  supplies  will  be  almost  entirely  exhausted  by  the  early  part  of  November, 
as  indicated  in  our  late  August  estimate. 

Then  imder  date  of  October  24,  is  the  following  stateiyent: 

In  view  of  the  way  the  statistical  position  has  worked  out,  based  on  supply  and 
demand,  it  is  interesting  to  refer  back  to  our  reports  of  the  latter  part  of  August  and 
early  Saptember,  in  which  it  was  pointed  out  that  apparently  supplies  of  sugar 

Mr.  LowRY.  Cane  sugar. 
Senator  Jones.  Supplies  of  cane  sugar  ? 

Mr.  LowRY.  The  word  '*cane^'  shomd  be  in  there.     I  am  following 
you  on  my  own  report  which  is  before  me. 
Senator  Jones  (continuing  reading) : 

Apparently  supplies  of  cane  sugar  would  last  until  the  first  part  of  November.  A? 
to  tne  present  situation,  the  figures  which  we  print  below  of  supplies  in  Cuba  and 
the  Umted  States  speak  for  themselves. 

Then  in  the  same  issue,  that  is  of  October  24,  is  the  following  under 
the  head  '^Domestic  beets.''     I  read  as  follows: 

Domestic  beets:  Are  in  scant  supply,  becauss  of  the  exceasive  territory  which  they 
are  trying  to  cover,  and  delays  in  transportation.  Apparently  everytliing  possible 
is  being  done  t3  expedite  the  movement  of  these  sugars,  but  it  is  hardly  likely  that 
the  scarcity  of  supplies  will  be  relieved  as  far  ae  the  Eastern  markets  are  concerned, 
for  the  next  six  weeks. 

That  was  the  situation,  as  you  understood  it  then? 

Mr.  LowRY.  Yes.  That  was  what  the  Food  Administration  said 
and  all  were  being  careful  not  to  criticize. 

Senator  Jones.  Under  the  head  of  '^Refined  Sugar"  in  that  same 
issue  appeared  the  following: 

Refined  sugar:  The  refined  sugar  situation  becomes  daily  more  acute.  Refinen 
for  the  most  part  are  out  of  business,  having  sold  out  the  stocks  which  they  own. 
The  American  Sugar  Refining  Co.  yesterday  made  an  announcement  that  for  the 
present  no  further  sales  of  bulk  sugar  could  be  made  to  the  grocery  trade,  and  the 
busineds  would  have  to  be  confined  to  package  sugar. 

Mr.  LowBY.  There  is  some  more  of  it.    You  are  going  to  read 
that,  are  you  ? 
Senator  Jones.  Yes.    That  reads  as  follows: 

Scarcity  was  real  in  October.  The  newspaper  reports  having  impressed  upon  con- 
sumers the  fact  that  the  re  is  a  real  scarcity  of  sugar,  and  frantic  efforts  are  bein^  made 
to  obtain  supplies,  but,  so  far  as  we  can  see,  there  is  no  relief  in  sight,  and  it  is  clear 
that  during  the  next  month  to  six  weeks  many  will  find  it  imposaible  to  secure  their 
usual  allowance.  This  in  itself  will  probably  do  no  harm,  ana  will  have  the  effect  ol 
impressing  upon  the  people  the  necessity  of  conserving  their  food  products  as  indi- 
cated by  the  repeated  warnings  of  Mr.  Hoover's  ad  ministration,  so  that  in  the  long 
run  the  present  forced  curtailment  may  be  beneficial. 

Mr.  LowBY.  Yes;  that  was  the  situation.  You  see,  Mr.  Hoover 
did  not  say  so  to  mo,  but  others  did,  **  Well,  if  they  do  run  short  of 
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sugar,  it  won't  hurt  them  and  this  will  be  really  the  first  evidence 
that  the  people  have  had  that  they  must  conserve,  and  the  indirect 
benefit  may  be  great." 

Senator  Jones.  Now,  I  wish  to  coll  to  your  attention  a  statement 
which  was  made  in  your  report  of  October  31,  19!7,  concerning  the 
so-called  contract  with  the  American  Sugar  Refining  Co.  and  the 
Louisiana  Cane  Producers,  in  which  you  stated  as  foUowa: 

Advicee  just  received  indicate  that  the  aaHumption  that  this  augar  had  been  pu^ 
chased  is  perhaps  premature,  aa  the  Louiaian a  interests  do  not  seom  t«  have  committed 
themseHcB,  and  it  appears  that  the  propcaition  waa  more  in  the  nature  ol  an  oBcr  on 
the  piirt  of  the  Amencan  Surar  Refining  Co.  to  take  this  sugar  at  a  pnce  faxed  by  the 
Food  Administration.    Just  how  this  is  going  to  work  out  remains  to  bo  seen. 

In  view  of  that  statement  of  October  31  as  to  the  nature  of  this 
arrangement  entered  into  between  the  American  Sugar  Refining  Co. 
and  the  Louisiana  growers,  do  you  not  think  it  rather  unfair  for  Mr. 
Spreckels,  the  prffiidcnt  of  this  Federal  Co.,  who  got  out  of  this 
reporter,  to  have  come  upon  the  stand  and  make  the  bald  statement 
that  Mr.  Babst  entered  into  a  contract  for  100,000  tons  of  that  sugar 
on  the  afternoon  when  the  price  of  Louisiana  sugar  was  fixed  by  the 
Food  Administration  1 

Mr.  LowRY.  The  speaking  of  it  in  the  way  of  a  contract  is  one 
thing.  The  speaking  of  it  m  the  way  of  an  agreement  is  another. 
MrTEabst  did  enter  into  an  agreement,  yet  it  was  put  out  m  the 
press  by  the  Food  Administration,  and  in  the  press  by  Mr.  Babst. 
that  A  contract  had  been  arranged,  is  also  certain.  It  was  not  until 
this  later  date,  you  see,  that  wo  knew  that  it  was  not  a  contract; 
We— the  Federal  Sugar  Refining  Co.— thought  that  it  had  been  a 
contract.  In  that  connection,  you  see  it  is  not  the  legal  r^oiKi- 
bility,  it  was  the  moral  responsibility  that  wa  questioned.  We  did 
not  think  it  was  right,  mornily,  for  the  Food  Administration  to  make 
that  arrangement  and  then  to  allow  Mr.  Babst  to  be  the  only  refiner 
to  benefit  liy  it;  and  wo  did  not  think  it  was  morally  right  for  Mr. 
Babst  to  do  it,  as  a  member  of  the  international  committee.  We 
feel  that  they  both  should  have  seen  to  it  that  those  sugars  secured 
in  that  way  were  properly  allotted  among  all  the  refiners. 

Senator  Jones.  Now,  if  Mr.  Spreckels  had  made  that  sort  of  state- 
ment, I  would  not  have  any  objection  to  it,  but  in  view  of  the  fact 
that  on  October  31  your  company  knew  and  published  to  the  woj-ld 
the  fact  that  it  had  oeen  ascertained  that  there  was  no  cont 
that  Mr.  Babst  had  simply  made  an  offer  for  these  sugars,  ai 
known  at  that  time,  I  suppose,  that  the  amount  of  offers 
was  very  hmitod,  do  you  not  think  it  was  a  UtUe  unfair  to  re 
of  that  information  in  giving  testimony,  and  to  refer  to  it  in 
terras,  with  no  explanation^  , 

The  Chairman.  I  do  not  think  so. 

Mr.  LowEy.  I  do  not  think  so;  no.  It  was  the  atten 
attempt  was  made,  and  it  was  no  thanks  to  the  Food  Admii: 
or  to  fc.  Babst  that  the  entire  100,000  tons  were  not  secure 
American  Sugar  Refining  Co.,  and  that  they  did  not  reap 
plcte  advantage. 

Senator  Jones.  Can  you  say  that  any  attempt  was  made  U 
thing  which  was  not  done,  and  that  the  only  thing  which  ^ 
was  to  make  a  mere  offer  for  the  sugar. 
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The  Chairman.  I  can  say  that  I  hare  seen  many  a  man  sent  to  the 
penitentiary  for  attempted  mxu*der  who  did  not  succeed  in  com- 
mitting the  murder. 

^  Sciuitor  Jones.  But  he  usually  shot  a  gun  or  did  something  of  that 
kind  in  an  Q.ttempted  murder. 

The  Chairman.  I  think  they  shot  their  gun  in  this  case.  How^evcr, 
I  do  not  think  you  and  I  ought  to  ^et  into  a  discussion  about  that. 

Senator  Jones.  The  only  thing  snot  here  was  a  popgun.  It  iras  a 
mere  offer. 

The  Chairman.  It  is  a  little  singular  that  Mr.  Babst  withdrew 
from  the  room  because  ho  could  not  bo  in  a  position  of  imjustly  in- 
fluencing these  sugar  men  from  Louisianai  if  all  he  was  going  to  do 
was  to  make  a  mere  offer  that  was  to  be  binding  on  nobody  morally  or 
in  any  other  way.  However,  I  think  the  comments  of  all  of  us  are 
out  of  place  here.  We  ought  to  get  along.  Had  you  finished^ 
Senator  Jouos  ? 

Senator  Jones.  Yes. 

The  Chairman.  As  a  matter  of  fact  what  you  know  about  these 
contracts  is  just  what  has  been  produced  here  in  evidence  and  what 
was  understood  at  the  time.  You  did  not  examine  the  papers  to  see 
what  had  been  signed  ? 

Mr.  LowRY.  I  did  later,  but  they  were  not  available  until  a  con- 
siderable time  later. 

The  Chairman.  I  do  not  care  to  spend  any  more  time  on  that. 
Those  contracts,  or  whatever  they  are,  are  here  in  the  record,  and 
Ihcy  will  speak  for  themselves,  and  if  they  did  constitute  in  sub- 
stance and  effect  a  contract,  then  Mr.  Babst  was  engaged  in  a  bit  of 
child's  play,  and  that  is  quite  unlike  him.  But  I  want  to  call  your 
attention  now  to  one  or  two  things,  and  then  I  am  through.  I  first 
call  your  attention  to  a  statement  of  Mr.  Hoover  which  ne  gave  in 
testimony  here: 

The  international  committee  has  worked  up  and  we  have  all  worked  on  a  disUi- 
bution  of  sugar  for  the  next  year  as  between  the  different  Governments,  and  on  the 
preliminary  figures,  basing  the  Cuban  crop  at  3,200,000  tons — and  we  all  have  hopes 
of  a  larger  crop— the  allied  demands  are  snort  about  250,000  tons,  if  we  have  our  niU 
normal  consumption.  And  it  becomes  a  problem  as  to  whether  we  shall  give  up 
250,000  tons  on  the  one  hand,  whether  the  Cuban  crop  shall  turn  out  3,200,000  tons 
or  more  than  3,200,000  tons,  and  the  alternative  of  whether  we  shall  reduce  our  con- 
sumptioi^  by  250,000  tons  to  300,000  tons. 

Pausing  at  that  point,  you  say  that  the  best  estimates  are  that  the 
Cuban  crop  insteaa  of  bemg  3,200,000  tons  will  be  3,500,000  tons  or 
more? 

Mr.  LowRY.  Under  normal  weather  conditions  and  the  estimates 
that  I  regard  best. 

The  Chairman.  If  that  occurs,  then  there  will  be  no  shortage  on 
the  basis  of  Mr.  Hoover*s  own  figures  ? 

Mr.  LoWRY.  No,  sir. 

The  Chairman.  Because  that  would  more  than  make  up  the 
250,000  tons  that  he  says  will  be  short  to  the  allies.  There  is  a 
further  conservation  or  reduction  that  Mr.  Hoover  referred  to,  and 
I  desire  now  to  caQ  attention  to  testimony  given  a  little  further  on. 
I  read  further  from  Mr.  Hoover's  testimony  with  respect  to  the  same 
topic: 

Senator  Lodge.  How  much  did  you  estimate  they  had  to  get  from  this  country? 
Mr.  HoovBR.  There  are  two  reductions  in  force  that  should  be  borne  in  mind— 
ne  the  household  supply  and  the  other  the  manufiELCturing  supply. 
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Senator  Lodge.  I  understand. 

Mr.  Hoover.  And  the  reduction  first  goes  against  the  manufticturer  and  subse- 
quently against  the  householder. 
Senator  Lodge.  Of  course  both  are  included  in  these  per  capita  figures. 

A  little  farther  on  he  testified  further  in  regard  to'reductions. 

Senator  Lodge.  I  had  been  questioning  about  offsetting  the 
amount  in  canning. 

The  Chairman.  Yes;  Senator  Lodge  had  been  questioning  Mr. 
Hoover  about  the  amount  of  increased  sugar  consumption  in  canning, 
and  whether  that  had  been  offset  by  conservation.  I  shall  now  reaa 
that  testimony: 

Senator  Lodge.  You  have  also  done  a  great  deal  in  the  direction  of  promoting 
conservation  of  food  products,  and  particularly  sugar,  have  you  not? 

Mr.  Hoover.  We  have  done  as  much  as  we  could  do  from  a  purely  voluntary  point 
of  view  and  I  think  more  or  less  equalized  the  increased  amount  that  went  into  can- 
ning  by  a  reduction  in  consumption,  so  that  we  have  diminished  the  difficulties  by 
that  amount. 

Senator  Lodge.  Of  course  it  is  impossible  to  get  anything  resembling  accurate 
figures  as  to  what  amount  has  been  saved. 

Mr.  Hoover.  No.  The  only  real  indications  are  the  reports  of  the  candy  manu- 
facturers of  decreased  sales,  and  that  sort  of  thing. 

Senator  Lodge.  Judging  from  my  own  neighborhood,  Boston,  there  has  been  a  great 
deal  of  saving. 

Mr.  Hoover.  I  believe  there  has  been  a  very  great  deal  throughout  the  country. 

Senator  Lodge.  And  that  includes  sugar? 

Mr.  Hoover.  Yes,  sir. 

Senator  Lodg  e  .  Do  you  expect  an  increase  in  the  saving  of  sugar  in  the  coming  year? 

Mr.  Hoover.  On  the  program  which  we  have  worked  out  t^ether  with  the  allies, 
we  could  get  through  next  year  if  we  could  make  a  reduction  of  about  300,000  tons — 
it  is  a  close  shave — ^in  our  consumption;  say  10  per  cent.  How  far  that  can  be  accom- 
plished is  yet  to  be  seen.  It  certainly  could  be  accomplished,  I  might  mention,  if 
we  had  some  legislation  by  which  we  could  control  the  manufacture  and  use  of  sugar. 

Senator  Lodge.  You  mean  candy  and  soft  drinks  and  things  of  that  sort? 

Mr.  Hoover.  Yea. 

Senator  Lodge.  Have  you  recommended  a  limit  of  3  poimds  per  month  for  each 
person? 

Mr.  Hoover.  Yes,  during  this  period. 

Senator  Lodge.  During  the  coming  year? 

Mr.  Hoover.  No;  untu  such  a  time  as  we  can  see  oiur  way  more  clearly.  These 
leconunendations  that  we  make  are  made  from  time  to  time  as  the  situation  develops. 

Senator  Lodge.  That  would  mean  a  per  capita  consumption  of  36  pounds  per  year, 
would  it  not? 

Mr.  Hoover.  For  household  consumption. 

Senator  Lodge.  But  the  per  capita  figures  here  that  we  have  from  the  total  con- 
sumption of  sugar,  of  coiurse,  include  all  sugar  consumed  in  any  way? 

Mr.  Hoover.  Quite  true.  Our  rough  estimates — I  may  sav  that  these  figures  are 
very  obsciu^,  even  after  a  great  deal  of  study,  as  to  the  ratio  of  sugar  used  in  manufac- 
ture as  against  household  purposes — our  rough  view  is  that  the  household  consumption 
is  somewhere  from  50  to  55  pounds,  and  we  are  recommending  36  pounds  to  get  over 
this  difficult  period.  My  one  desire  would  be  to  give  the  normal  consumption  for 
bousehold  purposes. 

There  is  more  testimony  to  the  same  effect.  The  amount  of  the 
testimony  is  that  there  is  a  shortage,  that  there  is  to  be  a  shortage, 
and  it  is  to  be  made  up  by  conservmg  in  the  household,  a  reduction 
in  the  household  consumption  to  36  poimds,  and  yet  in  that  connec- 
tion I  want  to  put  in  this  order  of  the  Food  Administrator  appearing 
on  page  302  of  the  American  Sugar  Bulletin  of  date  Decemoer  28, 
1917,  which  I  shall  have  marked  "Exhibit  218,"  and  which  I  put  in 
for  the  purpose  of  showing  that  Mr.  Hoover  knew  when  he  gave 
^his  testmiony  that  there  was  no  real  sugar  shortage. 
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(The  notice  referred  to  was  marked  "Exhibit  218/'  and  is  herewith 
printed  into  the  record  as  follows:) 

Exhibit  No.  218. 

ANNOUNCBMENt»  OV  THB  UHITSD  STATBi  ^OD  ADMINIflTKATIOIf. 

New  Yorx,  December  28, 19V. 

In  October  you  were  requeitoi  to  limit  sale?  to  confectioaerj  anl  minuf  icturers  oi 
noaesseatial  fooi  product?  to  50  per  cent  of  normil  req^uirenent?.  On  account  of  the 
-cloie  approaah  of  new-crop  su^irj  you  are  hereby  auttio-isei  to  sell  to  sud  mtnufac- 
turerj  aai  confectioneri  up  to  83  par  cent  of  their  require sieitB.  It  is  hoped  thU  a- 
soon  a^  defiaite  iaformitioa  ia  obtained  a?  to  the  probible  outturn  of  new  crop),  all 
limitatioaa  will  be  removed.  OoaTOrvatioa  flhould  be  practiced,  however,  and  we 
request  that  you  suggest  to  the  confectioners  and  munufacturera  of  noasjsential  foDd 
products  that  they  use  substitutes  for  sugir,  wherever  pojsible,  such  ai  honey,  ^luco^e 
etc.  Tais  ruling  should  enable  thoie  manufacturers  to  miintain  their  or^anizatio35 
and  continue  in  their  emplo)^  the  people  who  have  been  with  them  for  so  m^ny  yeirn 
Please  give  necessary  publicity  to  this  matter. 

United  States  Food  Adsokistbation. 
George  H.  Eolph. 

I  observe  attorneys  and  representatives  of  the  Food  Adminisrra- 
tion  herC;  and  I  want  to  ask  them  if  they  have  the  manuscript  that 
was  given  to  the  press  of  to-day  touching  the  necessitjr  for  additional 
ledslation  giving  additional  powers  to  the  Food  Administration  ? 

Afr.  Lamb.  I  have  not.    I  nave  not  seen  it. 

Mr.  McOiNNis.  I  do  not  think  that  it  was  given  out. 

Mr.  Lamb.  I  shall  undertake  to  get  anythmg  that  has  been  issued. 

The  Chairman.  I  call  attention  to  the  article  in  the  ri^ht-hand 
column  of  the  Evening  Star  of  to-day  (Jan.  8,  1918),  under  tne  head- 
line '' Hoarding  of  food  threatens /the  defeat  of  allies  in  war/'  andl 
desire  to  know  whether  it  was  not  prepared  and  given  out  by  the 
Food  Administration. 

Mr.  Lamb.  I  shall  undertake  to  find  out. 

The  Chairman.  I  want  to  know  whether  that  article  did  not  come 
from  that  source.  In  connection  with  the  article,  which  I  intend  to 
insert  into  the  record,  because  I  assume  it  came  from  the  Food 
Administration,  from  its  context,  I  call  attention  to  the  fact  that  the 
article  states  as  follows: 

The  great  effort  of  the  United  States  Food  Administration  since  its  creation  Ltft 
May  h\s  not  been  productive  of  the  necessary  results.    The  American  people  htve 
given  lip  service  to  the  cause  of  food  conservation,  but  they  have  not  conser>'^ 
Their  pledges  have  not  been  kept. 

Unless  America  does  what  she  nas  undertaken  to  do  in  the  way  of  supplying  England 
and  France  and  Italv  with  food,  those  countries  will  collapse  and  the  United  Stites 
will  face  Germany  alone. 

There  is  no  other  way  out .  Their  food  resources  are  short  of  their  absolute  minimuci 
requirements.  America  must  make  up  that  shortage.  II  it  doeen't,  igngiMi^  &Dd 
France  and  Italy  must  make  peace  with  Germany. 

It  is  not  a  great  sacrifice  the  Government,  through  Herbert  Hoover,  is  asking  tit 
American  people  to  make.  In  fsbct,  it  is  no  sacrifice  at  all.  They  would  be  better  o5 
physically  and  financially  for  eating  as  they  are  asked  to  eat. 

The  American  people  eat  80  per  cent  more  proteina  (chiedy  in  the  form  of  red  meat<. 
beans,  etc.)  then  they  recjuire  to  maintain  health.  Ten  per  cent  of  this  excess  will 
meet  the  needs  of  the  allies,  leaving  Americans  70  per  cent  more  than  they  need. 

Then  follows  considerably  more  in  a  detailed  statements  In  cod- 
neetion  with  that  I  desire  to  put  in  the  following  statement  of 
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Mr.  Hoover  given  in  testimony  in  answer  to  Senator  Lodge,  which 
I  read  a  little  while  ago: 

Senator  Lo DOE.  Of  course  it  ia  impoanble  to  get  anything  rcaembliiig  accunte 
fibres  as  to  what  amount  has  been  saved? 

Mr.  HoovBR.  No.  The  only  real  indicationa  are  the  reporte  of  the  candy  manu- 
fatTtiirer  of  decreased  aalei,  and  that  sort  of  thing. 

Senator  Lodoe.  Judging  from  my  owa  neighborhood,  fiom  Boetcm,  there  haa  been 
a  ereat  deal  of  savinfF. 

Mr.  HoovEB.  I  believe  there  has  been  a  great  deal  throughout  the  country. 

In  that  connection,  because  I  think  this  claim  that  there  has  been 
nothing  but  lip  service  ought  to  be  met,  I  put  into  the  record  certain 
articles  that  were  given  to  the  press  by  the  Food  Administration,  the 
original  copies  of  which  I  have  in  my  hand,  and  which  are  furnished 
bv  Mr.  Hoover's  office.  These  articles  I  shall  have  marked  "Ex- 
hibits 219,  220,  221,  222,  and  223"  and  bear  numbers  "536,  540,  545, 
546,  554'"  and  I  would  Uke  to  have  the  Food  Administration  produce 
for  me  their  similar  publications  of  numbers  535,  536,  537,  538,  and 
539. 

(The  papers  referred  to  were  marked  "Exhibits  219,  220,  221,  222, 
and  223"  and  are  herewith  printed  in  the  record  in  full,  as  follows:} 

Exhibit  No.  210. 

[TTiilted  SUMi  Pood  Admlniitrallon,  WuMDEton.  D.  C.    Roqnlrttlon.    for  relsus  [or  •veoiuf  mpen 
Hi  due .    No.  618.    Dee.  15,  IB17.] 

The  first  complete  rotume  from  any  State  showii^  the  amount  of  food  saved  by 
hotels  and  restaurants  during  Novcmtrer  have  just  come  in  from  Nebraska. 

One  thousand  two  hundred  and  ninety-seven  hotels  and  reataunuits  out  of  a  total 
of  1.5(>4  in  the  State  have  so  rare^ed  the  pledge  card. 

It  is  estimated  by  J.  F.  Lotton.  State  Hotel,  chairman  for  Nebraska,  that  the  savings 
in  these  hotels  and  restau rants  for  the  month  named  are  as  follows: 

Wheat  flour.  294,-110  pounds,  or  1,502  barrels. 

Meat,  422,822  pounds,  or  211  tons. 

Sugar,  198,441  pounds. 

Exmnrp  No.  220. 

[TTnltad  SMIia  Food  AdmlnbtrBtlon,  Wuhlniitoii,  D.  C.    For  rslrasa  Cor  eranlng  papen  of  data . 

No.  MO.    bcc.l7,l»17| 

The  Fedoral  Food  Administrator  Steams,  of  Colorado,  reports  that  the  hotels  and 
restauranlfl  in  his  State  during  November  saved  through  substitution  64,780  pounds 
of  meat,  39.5R5  pounds  of  wheat  flour,  19,019  pounds  of  sugar,  and  G,727  pounds  of  ft 

The  Colorado  administiator  figured  that  the  amount  of  food  saved  would  feed  4,; 
aoldiera  for  15}  days. 

Exanrr  No.  221. 

IVnlted  SUUs  Food  AdmlnlitreUon,  Wuhlnjiton,  I).  C.    For  nlaaso  lor  moirtlng  pnpers  of  Deo.  21, 1 
No.  31S.    Dec.  20, 1S17.1 

The  railway  dining  car  services  of  the  country  reported  to  the  United  States  F( 
Administration  to-day  that  during  the  months  of  October  and  Novejoiber  they  etted 
the  following  savings  in  meats,  wheat  flour,  and  sugar: 

Meats,  460,509  pounds,  or  over  234  tons. 

Wheat  flour,  238,098  pounds,  or  over  1,214  barrels. 

Sugar,  25.G99  pounds,  or  over  12)  tons. 

These  savings  are  the  more  remarkable  for  the  reason  that  they  were  made  deep 
an  increaae  of  20  per  cent  in  the  number  of  persona  fed  in  dining  cars  in  October  a 
November,  1917,  as  compared  with  the  corresponding  two  months  of  the  previous  ye 
38404—18 66 
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Exhibit  No.  222. 

[United  States  Food  Administration,  Washington,  D.  C.    For  release  for  morning  papers  of  Dec.  20,  i$i; 

No.  546.    Deo.  19, 1917.] 

Wheat  and  meat  savings  of  Michigan,  Arkansas,  and  Arizona  hotels  and  lestauiants 
during  November  were  reported  to  the  United  States  Food  Administration  to-day  83 
follows: 

Eight  hundred  Michigan  establishments  saved  134,744  pounds  of  meat  and  80,674 
pounds  of  wheat  flour.  8tate  Hotel  Chairman  A.  G.  Puffer  estimates  on  this  )mi 
that  all  hotels  and  restaurants  in  Michigan  saved  403,332  pounds  of  meat  and  242,022 
pounds  of  wheat  fiour  during  November. 

Two  hundred  and  fortv-eight  of  1,250  Arkansas  eating  places  report  savings  d 
20,240  pounds  of  meat  ana  14,798  pounds  of  wheat  flour. 

Arizona  hotels  and  restaurants  report  savings  of  31,780  pounds  of  meat,  14,907 
pounds  of  flour,  and  13,7b9  pounds  of  sugar  during  November. 

Michigan  ia  the  third  and  Arizona  the  fourth  State  to  make  approximately  coie- 
plete  reports  on  their  monthly  wheat  and  meat  savings.  Nebraska  and  Colorado 
were  the  first  two. 

Combined,  these  States  and  scattering  a  couple  of  individual  November  reports 
from  hotels  and  restaurants  show  a  saving  of  1,232,208  pounds  of  red  meat,  727,285 
pounds  of  wheat  flour,  and  on  three  incomplete  State  reports,  224,229  pounds  d 
sugar.  These,  of  course,  are  very  incomplete  reports  and  serve  merely  to  show  tb^ 
conservation  trend  in  hotels  and  restaurants  generally. 


Exhibit  No.  223. 

(United  States  Food  Administration.    For  release  for  evening  papers  of  date .    No.  554    IK 

29, 1917  ] 

Additional  reports  to  the  United  States  Food  Administration  show  that  147  hoteL* 
in  Ohio  saved  during  the  month  of  November  57,745  pounds  of  meat,  1B,0C5  pounds 
of  wheat  flour,  and  14,5£0  pounds  of  sugar.  These  represent  only  50  ]^r  cent  of  the 
hotels  in  the  State.  In  335  restaurants  (40  per  cent  of  the  total)  the  savings  amounted 
to  143,035  pounds  of  meat,  5>),985  pounds  of  wheat  flour,  and  41,1)75  pounds  of  susar. 
Ben.  H.  Harmon,  State  hotel  representative  for  the  Ohio  Federal  Fooa  Administraa>r. 
estimates  from  these  figures  the  following  savings  for  the  public  eating  places  of  tie 
State  as  a  whole:  Meat,  473,878  pounds,  or  237  tons;  174,593  pounds  of  wheat  flour, 
or  898iliarrels;  sugar,  133^8  pounds,  or  87  tons. 

Dr.  Harry  E.  Barnard,  Federal  Food  Administrator  for  Indiana,  has  reported  to 
the  Food  Administration  approximated  November  savings  of  695,000  pounas  of  meat 
and  311,250  pounds  of  wheat  in  the  hotels  and  restaurants  of  his  State. 

The  Chairman.  I  would  thank  the  gentlemen  who  represent  the 
Food  Administration  if  to-morrow  they  will  please  bring  us  the 
complete  files  of  these  reports  that  they  have  sent  out,  showing  the 
amount  of  this  conservation,  and  I  would  like  to  have  their  files. 
showing  the  reports  of  the  State  food  administrators  touching  the 
question  of  whether  or  not  the  people  of  the  United  States  are 
refusing  to  attempt  to  save  foods  or  making  an  effort  to  save  foods. 

Senator  Jones.  I  suppose  that  request  is  upon  the  assumption  that 
the  newspaper  articles  from  which  you  have  read  was  given  out  bj 
the  Food  Administration  ? 

The  Chairman.  It  is  made  upon  this  assumption,  that  this  com- 
mittee ought  to  know  the  whole  sugar  situation,  and  as  these  reports 
refer  to  the  whole  food  situation,  mcluding  sugar,  I  think  the  com- 
mittee ought  to  be  put  into  possession  of  them. 

Senator  Jones.  I  think  so. 

The  Chairman.  Of  course,  whether  this  was  given  out  by  the 
Food  Administratioii  is  a  matter  to  be  passed  on  in  the  future.  Have 
you  any  further  question,  Senator  Lodge? 

Senator  Lodge.  No;  I  think  not. 

Senator  Jones.  Before  Mr.  Lowry  goes,  I  want  to  ask  him  one 
question.    Will  you  please  give  me  the  names  of  the  other  member* 
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of  the  committee  on  distribution  of  beet  sugar,  of  which  you  are  the 
chairman  ? 

Mr.  LowRY.  I  was  chairman  of  a  subcommittee  of  the  American 
refiners'  committee^  which  was  not  organized  originally  for  the 
purpose  of  distributmg  beet  sugar,  but  was  organized  for  the  purpose 
of  distributing  certain  suears  which  the  Government — that  is,  the 
Food  Administration — ^haa  taken  over  either  by  commandeering  or 
through  negotiation.  Those  sugars  were  originally  intended  to  go 
to  the  neutral  nations  and  they  could  not  get  their  licenses  to  export 
them.  An  arrangement  was  later  made  that  the  same  committee 
handle  the  beet  situation.  That  committee  was  composed  of  the 
sales  managers  of  the  different  refineries,  Mr.  Max  Crone,  of  Arbuckle 
Bros. ;  Mr.  John  Bruyn,  of  B.  H.  Howell  Sons  &  Co. ;  Edward  Wemple, 
of  the  Warner  Sugar  Refining  Co. ;  Spencer  Shanley,  of  the  American 
Sugar  Refining  Co. ;  and  myself,  acting  as  chairman.  We  undertook 
the  distribution  of  the  beet  sugars  in  this  eastern  territory  so  as  to 
insure  their  getting  the  widest  distribution.  The  l)eet  sugars  as  a 
whole  have  been  oistributed  mainly,  my  understanding  is,  through 
Chicago.  Mr.  Horace  Earlo  is  the  manager  of  that  organization, 
which  is  quite  large.  I  have  not  the  names  of  all  of  the  men  who 
are  connected  with  that,  but  they  are  beet-sugar  men  who  have 
associated  themselves  under  the  direction  of  tho  Food  Administration 
for  the  purpose  of  distributing  the  beet  sugars  throughout  the  terri- 
tory, seeing  that  it  gets  a  wide  distribution  and  a  prompt  distribution. 

Senator  Jones.  That  is  all.  By  the  way,  I  was  told  that  Mr. 
Jamison  was  ready  to  come  and  testify  when  we  wanted  him,  and 
h^  wanted  to  know  whether  he  should  be  here  to-morrow. 

Tho  Chairman.  I  took  the  liberty  of  saying  to  the  gentleman  who 
represented  him,  Mr.  Bryan,  that  1  did  not  know  whether  the  com- 
mittee cared  to  call  Mr.  Jamison;  that  I  felt  that  possibly  we  had  all 
of  the  testimony  we  might  desire,  unless  Mr.  tiamison  wanted  to 
testify;  that  if  he  did  want  to  testify,  the  committee  would  hear  him; 
and  that  so  far  as  the  question  of  our  wantii^  him  to  come  is  con- 
cerned, he  need  not  unless  we  send  for  him. 

Senator  Vardeman.  Mr.  Chairman,  with  the  consent  of  the  com- 
mittee I  desire  to  introduce  at  this  point  just  as  a  sample,  not  putting 
it  in  evidence,  the  following  petitions,  which  I  have  received. 

Senator  Lodge.  I  have  no  6bjection. 

Senator  Jones.  I  have  no  objection. 

(The  petitions  referred  to  were  marked  "Exhibits  224  and  225," 
and  are  nerewith  printed  in  the  record,  as  follows:) 

ExmBiT  224. 

PHOTEST  AGAINST  THE  AMERICAN  SUGAR  REFINING  CO.  TAKING  ADVANTAGE  OF  THE 
POSITION  OCCUPIED  BT  IT  UNDER  THE  FOOD  ADMINISTRATION  TO  ELIMINATE  BROKERS 
IN  REFINED  SUGAR. 

*Hoii.  James  K.  Vardeman, 

United  Stala  Senator  from  Mississippi^ 

Washington,  D,  C, 

(Please  file  this  with  the  United  States  Food  Administration.) 

Dear  Sir:  We,  the  undendgned  brokers  in  refined  sugar  in  the  city  of  Meridian, 
Miss.,  herewith  enter  our  protest  against  the  action  of  Mr.  Earl  D.  Babst  as  president 
of  the  American  Sugar  Refining  Co.  in  eliminating  dealing  through  brokers  who  have 
for  the  past  50  years  or  more  been  the  distributing  medium  of  the  sugar  trade,  because 
under  the  present  conditions  of  United  States  food  control  brokers  are  deprived  of 
their  usual  weapons  of  defense,  namely,  the  ability  to  divert  this  business  to  inde- 
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pendent  refinere.  This  can  not  be  done  now  as  the  buameas  of  the  indenendeat 
refiners  has  been  definitely  limited  by  the  Food  Administration,  and  the  bAJance  of 
the  cane  sugars  consumed  in  the  United  States,  amounting  to  nearly  one-half,  must 
of  necessity  be  bought  from  the  American  Su^r  Refining  Co. 

If  such  action  by  the  American  be  permitted  under  existing  conditions,  neorW 
half  of  the  business  upon  which  thousands  of  brokers  in  refined  sugar  rely  for  their 
livlihood  will  be  done  away  with,  and  as  a  result  they  and  their  dependents  will  be 
deprived  of  their  means  of  existence. 

We  urgently  request  that  you  place  this  situation  before  the  United  States  Food 
Administration  and  demand  of  it  that  the  American  Sugar  Refining  Co.  be  paemp- 
torily  instructed  that  during  the  continuance  of  food  control  they  sell  their  products 
in  the  same  wav,  by  the  same  methods,  and  through  the  same  /^hftnn^i^  as  existed 
prior  to  the  declaration  of  war. 

In  view  of  the  opposition  of  Mr.  Earl  D.  Babst  to  the  United  States  Food  Admin- 
istration's policy  01  noninterference  with  the  usual  methods  of  trade  and  the  equitable 
distribution  of  sugars,  we  hereby  strongly  protest  a^nst  the  continuance  d  Mr. 
Babst  as  a  member  of  the  International  Sugar  Committee  of  the  United  States  Food 
Administration. 

Smtth  Brokerage  Co.    G10715.* 
John  A.  Harris.    G17634.1 
J.  A.  Gibson.    G19209.^ 
Redfielo  a  Co.    G07347.> 
Hatwood  &  Wooi>s.    G08790.^ 


Exhibit  No.  225. 

protest  against  the  AMERICAN  SUGAR  REFINING  CO.  BEING  PERMITTED  TO  TAKE 
ADVANTAGE  OP  THE  POSITION  OCCUPIED  BT  IT  TO  FORCE  THE  FLACINO  OF  ORDERS 
with  said  company,  NOTWITHSTANDING  THE  DESIRE  TO  BUY  REFINED  8U6ASS 
ELSEWHERE. 

Hon.  James  K.  Yard  am  an, 

United  States  Senator  from  Missimppif  Washington,  D,  Cj 

(Please  file  this  with  United  States  Food  Administration.) 

Dear  Sir:  We,  the  undersigned,  handlers  of  refined  sugars  in  the  city  of  Meridian. 
Miss.,  herewith  enter  our  protest  against  the  action  of  the  president  of  the  American 
Sugar  Refining  Co.  in  eliminating  dealing  through  our  brokers,  who  have  for  the  past 
50  years  served  the  trade  faithfully.  Under  the  present  conditions  of  United  States 
food  control  they  can  not  place  all  of  our  business,  should  wo  so  desire,  with  inde- 
pendent refiners,  because  the  supply  of  raw  sugars  of  the  independent  refiners  have 
been  definitely  limited  by  the  Food  Administration.  Therefore,  the  balance  of  csme 
sugars  consumed  in  the  United  States,  amounting  to  nearly  one-half,  must  of  necessity 
be  bought  from  the  American  Sugar  Refining  Co. 

We  strongly  obiect  that  such  action  by  the  American  be  permitted  under  existing 
conditions  of  fooa  control,  as  we  desire  our  brokers  to  buy  from  whom  we  choose, 
and  not  be  under  domination  of  any  one  interest,  and  urgently  reauest  that  you  place 
this  situation  before  the  United  States  Food  Administration  ana  demand  of  it  that 
the  American  Sugar  Refining  Co.  be  peremptorily  instructed  that  during  the  con- 
tinuance  of  food  control  they  sell  their  products  in  the  same  way,  by  the  same  methods, 
and  through  the  same  channels  that  existed  prior  to  the  declaration  of  war. 

In  view  of  the  opposition  of  Mr.  Earl  D.  Babst  to  the  United  States  Food  Administra- 
tion's policy  of  noninterference  with  the  usual  methods  of  trade  and  the  equitable 
distribution  of  sugars,  we  hereby  strongly  protest  against  the  continuance  of  Mr. 
Babst  as  a  member  of  the  International  Sugar  Committee  of  the  United  States. 

The  Tom  Lyle  Grocery  Co.  •  24056. 

Myer  Bros.  *  06777. 

Wimer,  Klein  A  Co.  •  07853. 

Thorpe  Bros,  d?  Co.  »  00908. 

Meridun  Wholesale  Co.  '27710. 

The  Chaiuman.  The  committeo  will  adjourn  at  this  point  until 
10.30  o'clock  to-morrow  morning. 

(Thereupon,  at  5  o'clock  and  10  minutes  p.  m.,  the  committee  adr 
joumed  until  10.30  o'clock  a.  m.,  to-morrow,  Wednesday,  January 
9,  1918.) 

1  Unittod  States  food  license  number.       •  United  States  Food  Administration  Uoenae  noabSL 
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FBIDAY,  JAJBIUARY  11,  1918. 

UiHTED  States  Senate, 

SlTBGOlfMITTEE  OP  THE  COMMITTEE  ON  MANUFACTURES, 

Washington,  D.  O. 

The  subcommittee  mot  at  10.30  o'clock  a.  m.,  pursuant  to  ad- 
iourmnent,  in  room  226,  Senate  Office  Building,  Senator  James  A. 
Reed  presiding. 

Present:  Senators  Reed  (chairman),  Vardaman,  Jones,  Lodge,  and 
Kenyon. 

TESTIHOHY  OF  MS.  WILLIAM   E.  LAMB. 

(The  witness  was  sworn  by  the  chairman.) 

Mr.  Lamb.  Mr.  Chairman,  may  I  make  a  statement  here  in  regard 
to  these  matters  produced  in  response  to  the  request  of  the  com- 
mittee t 

The  Chairman.  Certainly. 

Mr.  Lamb.  I  desire  to  present,  in  behalf  of  the  Food  Administra- 
tion, the  papers  and  documents  that  were  requested  by  the  com- 
mittee some  days  ago.  I  am  presenting  them  m  the  form  of  pack- 
ages, numbered  1,  2,  and  3. 

No.  1  contains  a  complete  record  of  the  notices  issued  to  the 
daily  press  since  the  creation  of  the  Federal  Food  Administration. 

The  Chairman.  Is  that  relating  to  all  subjects  ? 

Mr.  Lamb.  Every  notice  issued  to  the  dauy  press  on  all  matters 
handled  by  the  Federal  Food  Administration  since  its  creation. 

Package  No.  2  contains  all  trade  and  technical  press  notices  and 
bulletins  issued  through  the  office  of  the  Federal  Food  Administration 
since  its  creation. 

Package  No.  3  contains  all  of  the  rules  and  regulations,  and 
interpretations  of  those,  that  have  been  sent  out  by  the  Food  Ad- 
ministration either  generally  or  through  its  different  commodity 
sections,  except  those  that  I  handed  to  you  the  other  day;  that  is, 
the  printed  notices  and  rules  and  regulations  that  I  presented  some 
da^  ago. 

Package  No.  1  does  not  contain  the  press  notices  that  were  issued 
prior  to  Aii^ust  10,  1917,  because  I  am  infonned  that  in  those  days 
preceding  the  passage  of  the  law  matters  were  in  a  very  unsettled 
sort  of  a  state,  and  no  real  method  of  handling  them  was  followed. 
Such  as  we  have  we  would  be  glad  to  furnish,  if  your  request  goes 
back  that  far. 

The  CHAiRBiAN.  Oh,  yes;  we  would  like  to  have  them.  We  want 
full  information. 

Mr.  Lamb.  I  will  try  to  get  them  if  possible.  I  found  it  difficult 
to  get  those  things,  because  no  record  was  kept  of  them. 

885 


886  SHOBTAQE  OF  BITOAB. 

The  Chaibbian.  I  happen  to  have  a  good  many  of  thorn.  They 
were  sent  out  in  great  quantities.  Peniaps,  if  you  give  me  what 
you  have,  we  can  put  the  two  together,  and  will  have  almost  aU  of 
them. 

Mr.  Lamb.  What  I  moan  to  state  here  is  that  the  Food  Adminis- 
tration is  willing  that  you  should  have  any  of  those  things 

The  Chairman.  Oh,  yes. 

Mr.  Lamb.  That  it  has  in  its  possession  now  that  it  can  fumisL 

The  Chaikman.  Let  me  understand.  Are  there  any  divisions  of 
the  Food  Administration,  any  sort  of  side  oiganizations,  that  have 
been  furnishing  matters  to  the  press  that,  aro  not  included  horef 

Mr.  Lamb.  'Fho  only  institution  that  I  have  in  mind  that  might 
have  any  affiliation  or  cooperation  with  the  Food  Administration  is 
the  Belgian  Relief  Commission. 

ThoCHAiBMAN.  I,  of  courso,  do  not  include  that;  but  it  has 
occurred  to  me  from  some  expressions  that  have  dropped  out  hore 
in  testimony  that  the  publicity  bureau  may  now  be  conducting 
cotain  work,  and  that  other  work  has  been  farmed  out  to  other 
divisions,  so  that  information  has  gone  out  that  way  to  the  press. 

Mr.  Lamb.  The  only  information  I  have  on  that  subject  is  that  the 
Federal  food  administrators  might  issue  matters  to  the  press  which 
we  might  not  have  back  here.* 

The  Chaibman.  You  mean  the  State  administrators? 

Mr.  Lamb.  The  Federal  State  food  administrators. 

The  Chaibman.  Have  you  Here  in  this  matter  you  have  submitted 
the  orders  and  directions  that  have  been  sent  out  touching  the  regu- 
lation of  the  grain  trade. 

Mr.  Lamb.  I  think  I  presented  those  to  you  the  other  day  in  the 
printed  document  in  regard  to  flour  and  gram. 

The  Chairman.  If  we  find  there  is  anything  else  we  want,  we  will 
of  course  come  to  you  in  regard  to  it. 

Mr.  Lamb.  Yes.  There  is  a  little  further  statement  1  desire  to 
make  in  regard  to  the  press  notice  appearing  in  the  Washington  Star, 
I  believe  ofthe  8th,  to  which  the  chamnan  referred.  I  am  authorized 
to  say  that  the  article  was  not  written  by  anyone  in  the  Food  Adminis- 
tration or  inspired  by  anyone  in  the  Food  Administration. 

Senator  Kenyon.  Who  did  write  it  ? 

Mr.  Lamb.  Somebody  on  the  Star,  so  far  as  we  know.  Certab 
information  and  certain  facts  that  appeared  in  that  article  about  the 
necessity  of  saving  are  probably  taken  from  a  food  card  issued  under 
date,  I  think;  of  December  1,  which  appears  in  one  of  these  packages; 
but  so  far  as 

The  Chaibman.  Under  date  of  December  1  ? 

Mr.  Lamb.  Yes.  In  so  far  as  the  statement  in  the  article  rdatinf 
to  *'  lip  service  "  is  concerned,  nothing  of  the  kind  has  over  been  issuea 
by  the  Food  Administration,  so  far  as  I  can  find. 

In  regard  to  the  request  to  furnish  statements  or  reports  from 
Federal  food  administrators  relating  to  the  manner  in  which  pjwple 
were  complying  with  rules  and  regulations  of  the  Food  Administra- 
tion, I  desire  to  sny  that  they  did  not  make  reports  in  the  form  of 
reports,  but  it  is  all  in  the  way  of  correspondence,  and  that  we  are 
diligently  searching  through  those  letters  for  anything  that  would 
bear  upon  the  subject  to  \Vnich  the  chairman  referred  when  he  made 
his  request  for  those  reports.  , 

The  Chaibman.  Very  well.     We  are  much  obliged. 
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TESTncomr  of  xs.  wnxiAx  w.  gaediveb. 

(The  witness  was  sworn  by  the  chairman). 

The  Chaibman.  Mr.  Gardiner,  where  do  you  reside  ? 

Mrl  Gabdineb.  Brooklyn,  N.  Y. 

The  Chairman.  What  is  your  occupation? 

Mr.  Gardiner.  Broker  and  publisher,  a  member  of  the  firm  of 
Willott  &  Gray. 

The  Chairman.  I  show  you  a  chart  marked  Exhibit  66  J,  purporting 
to  show  the  trend  of  sugar  prices  for  the  year  1917.  Did  you  ever  see 
this  before  ? 

Mr.  Gardiner.  I  did. 

The  Chairman.  Did  jon  have  anything  to  do  with  its  preparation  ? 

Mr,  Gardiner.  No,  sir.  I  was  asked  to  look  over  the  quotations 
and  see  if  they  agreed  with  the  published  quotations  of  our  journal? 

The  Chairman.  Who  prepared  the  chart? 

Mr.  Gardiner.  Somebody  in  the  Food  Administration,  so  far  as  I 
know. 

The  Chairman.  Then  you  were  asked  to  check  it  over? 

Mr.  Gardiner,  I  was. 

The  Chairman.  By  what  figures? 

Mr.  Gardiner.  By  our  pubDshed  figures  in  our  journal. 

The  Chairman.  The  Une  purports  to  establish  sugar  prices,  accord- 
ing to  the  quotations  from  your  journal — that  is,  prices  offered  by 
different  refiners  ? 

Mr.  Gardiner.  Only  two. 

The  Chairman.  By  two  refiners  ? 

Mr.  Gardiner.  Yes. 

The  Chairman.  The  Federal  Sugar  Refining  Co.  was  one  and  the 
American  Sugar  Refining  Co.  was  the  other? 

Mr.  Gardiner.  Yes. 

The  Chairman.  Is  that  a  correct  way  to  establish  the  market  price 
of  sugar? 

Mr.  Gardiner.  It  is  not,  in  my  opinion. 

Tlie  Chairman.  What  is  the  correct  way? 

Mr.  Gardiner.  The  correct  way  is  to  take  any  refiner  that  is 
offering  sugars  and  the  method  that  we  have  used  for  a  number  of 
years  in  establishing  quotations  on  granulated — and  I  am  speaking 
of  granulated,  and  that  is  the  basis  of  all  my  talk — is  to  take  the 
lowest  quotation  at  which  a  buyer  could  buy  100  barrels  of  sugar 
for  reasonably  prompt  shipment.  If  such  a  thing  is  impossible,  we 
get  the  best  shipment  that  could  be  obtained,  and  call  that  the  basis 
of  our  quotation.  The  country  does  not  care  which  brand  it  is, 
whether  Federal  or  American,  or  anybody  else.  They  want  the 
sugar.     That  is  usually  the  case. 

The  Chairman.  As  a  matter  of  fact,  prices  are  frequently  quoted 
where  the  prices  are  put  so  high  purposely  as  to  withdraw  the  sugar 
merchant  from  the  trade. 

Mr.  Gardiner.  Yes. 

The  Chairman.  And  then  again,  prices  are  quoted  down  low,  and 
yet  when  you  undertake  to  get  the  sugar  you  can  not  get  it  for  some 
reiuson. 

Mr.  Gardiner.  That  has  been  the  case,  and  you  could  not  get  it 
for  anything  like  reasonably  prompt  shipment. 
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The  Chairman.  So  that  the  correct  way  is  to  ascertain  the  lowest 
price  at  which  sugar  can  be  secured  in  the  open  market  for  reasonably 
prompt  shipment  I 

Mr.  Gardiner.  Yes. 

The  Chairman.  I  will  ask  you  if  upon  that  basis,  which  you  say 
is  the  correct  basis,  you  havQ  put  a  hne  upon  this  chart  to  indicate 
the  sugar  prices  for  the  year  ? 

Mr.  Gardiner.  I  have. 

The  Chairbcan.  And  that  line  is  an  ordinary  black  pencil  line, 
is  it? 

Mr.  Gardiner.  Yes. 

(The  chart  referred  to  is  hereto  appended.) 

The  Chairman.  I  notice  that  for  a  part  of  the  months  of  August  and 
September,  the  pencil  line  that  you  have  drawn  is  slightly  above 
and  parallel  with  the  black  line  on  the  chart  showing  the  prices  of 
the  American  Sugar  Refining  Co.  Does  that  indicate  that  tne  prices 
were  really  higher,  or  is  that  drawn  there  simply  to  indicate  that  that 
is  the  pnce  ? 

Mr.  Gardiner.  Yes,  I  have  done  it  with  a  pencil  rather  than  with 
a  brush  or  pen.  If  I  had  drawn  it  upon  the  scale  of  that^  it  would 
have  been  identical  with  those  quotations. 

The  Chairman.  Wherever  the  line  is  parallel  to  it  and  close  up, 
it  is  intended  to  indicate  the  same  line  ? 

Mr.  Gardiner.  Yes. 

The  Chairman.  You  said  a  moment  ago  that  this  chart  was  to 
show  the  prices  of  two  companies. 

Mr.  Gardiner.  Yes. 

The  Chairman.  I  will  call  your  attention  to  the  fact  that  the 
Federal  is  shown,  and  also  the  American  and  the  California. 

Mr.  Gardiner.  Yes.  We  do  not  keep  track  in  our  usual  methods 
in  the  eastern  end  of  the  country  with  the  California-Hawaiian, 
because  they  do  not  compete  in  this  part  of  the  country. 

The  Chairbcan.  Ordinarily  when  the  Cuban  sugar  crop  begins 
to  come  in,  do  prices  drop  ? 

Mr.  Gardiner.  They  do. 

The  Chairman.  And  do  they  drop  ordinarily,  also,  in  anticipation 
of  a  new  crop,  if  the  new  crop  is  reported  to  be  a  good  crop  ? 

Mr.  Gardiner.  Yes,  they  do. 

The  Chairman.  Ana  when  does  the  Cuban  crop  b^in  to  come  in  i 

Mr.  Gardiner.  Early  in  December,  although  there  have  been  in- 
stances where  they  started  in  November.  The  harvest  usually  starts 
in  November. 

The  Chairman.  About  when  can  you  expect  the  drop  to  begin  ? 

Mr.  Gardiner.  If  the  sugar  people  consider  that  the  crop  is  going 
to  be  a  lar^  one,  sometimes  they  will  start  selling  that  as  far  back  as 
October.     1  have  known  sales  to  occur  in  October. 

The  Chairman.  This  year  it  has  been  pretty  well  assured  that  a 
lar^e  crop  would  exist  ? 

Mr.  Gardiner.  Undoubtedly. 

The  Chairman.  Would  that  naturally  bring  the  price  of  sugars 
down  in  the  months  of  October,  November,  December,  if  there  were 
no  interfering  causes  ? 

Mr.  Gardiner.  It  would  seem  so,  judging  from  prices. 

The  Chairman.  Is  not  along  about  the  month  of  August  and  Sep- 
tember ordinarily  the  time  when  sugars  reach  their  apex  ? 
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Mr.  Gabdinbr.  Pretty  much,  although  sugar  prices  are  very 
irr^ular. 

'Hie  Chaibman.  Are  you  prepared  to  discuss  the  cause  of  the  high 
price  of  sugar  last  year  ?  Have  you  made  a  study  of  that  and  do  you 
leel  competent  to  discuss  that  ? 

Mr.  Gabdikeb.  I  think  my  opinion  would  be  practically  the  same 
as  that  of  everyone  else  who  has  discussed  it  here.  Starting  in  earlv 
in  the  year  there  was  the  question  of  strikes  in  the  refineries,  which 
threatened  the  production  of  refined  sugar,  and  then  along  came  the 
Cuban  revolution,  which  reduced  a  crop  that  was  fully  expected  to  be 
3,400,000  tons  down  to  3,000,000  tons,  and  then  again  came  the 
question  of  England  securing  tonnage  to  go  to  Java,  which  everybody 
expected  she  would  do.  Adding  to  that,  particularly  the  Cuban  revo- 
lution, there  was  undoubtedly  much  speculation  m  sugar,  because 
when  we  figured  up  our  consumption  at  the  end  of  six  months,  it 
showed  an  mcrease  of  228,000  tons  in  spite  of  comparatively  high 
prices,  and  that  just  showed  where  some  of  that  sugar  went  to.  That 
was  due  imdoubtedly  to  excessive  speculation. 

The  Chajbman.  Where  had  that  sugar  gone  ? 

Mr.  Gabdineb.  Undoubtedly  it  went  to  some  extent  for  hoarding. 
I  know  of  several  instances  of  people  who  bought  considerable  sugar 
because  they  thought  if  the  Cuban  revolution  continued  and  we  ob- 
tained only  half  a  crop,  there  would  not  be  any  sugar  apparently. 
That  was  the  basis  of  tneir  argument. 

The  Chaibman.  At  what  period  was  it  that  the  shipments  exceeded 
those  of  any  other  year  by  228,000  tons? 

Mr.  Gabdineb.  That  was  the  period  from  January  1  to  Jime  30. 
We  pubUsh  a  table  of  consumption  of  the  whole  coimtry,  including 
all  kinds  of  sugar. 

The  Chaibman.  So  that  you  think  there  was  actually  a  surplus 
brought  in  up  to  that  time  ? 

Mr.  Gabdineb.  Undoubtedly. 

The  Chaibman.  That  movement  probably  had  something  to  do 
with  advancing  the  prices  then  as  snown  on  this  chart,  which,  ao- 
cording  to  the  chart,  run  from  about  6.60  in  January,  probably,  to 
7.30  or  7.40  in  the  months  of  April  and  May.  These  figures  tnat  I 
quote  are  not  marked  on  the  chart,  and  I  am  guessing  at  them; 
7.35  I  believe  is  marked. 

Mr.  Gabdineb.  The  prices  that  I  have  put  on  that  chart  I  have 
marked  with  pencil.     They  are  to  correspond  with  our  figures. 

The  Chaibman.  There  was  a  sharp  advance  in  the  month  of  April. 
Was  there  any  other  reason  that  tended  to  alarm  the  people  and  to 
brii^  to  them  the  fact  that  there  was  probably  a  su^ar  shortage,  in 
addition  to  the  revolution  and  in  addition  to  the  striKes  ^ 

Mr.  Gabdineb.     I  do  not  think  so. 

The  Chaibman.  Was  there  any  agitation  about  a  sugar  shortage 
in  the  country,  a  general  agitation,  a  food  shortage  ? 

Mr.  Gabdineb.  There  was  some  talk  of  it;  yes. 

The  Chaibman.  Do  you  think  that  had  some  effect  t 

Mr.  Gabdineb.  Undoubtedly. 

The  Chaibman.  Could  you  tell  us  what  the  real  cause  was  of  the 
sharp  advance  in  April,  where  sugar  ran  up  to  8.33  for  just  a  day  or 
two,  as  shown  on  that  chart  ?    * 
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Mr.  Gardiner.  Thiit  is  on  refined  sugar  that  you  are  speaking  of 
now.  At  that  time  there  were  very  heavy  ovoisales  due  to  specula- 
tion contingent  on  the  shortage  in  the  sugar  crop,  and  some  refiners 
were  completely  oversold.  In  fact,  there  were  six  or  seven  weeks 
delay  in  some  of  them,  and  consequently  a  buyer  could  not  obtain 
«ugar  for  reasonable  shipments  or  early  shipment,  and  on  the  basis 
of  our  quotations,  we  had  to  move  that  up  very  sharply. 

The  Chairman.  As  a  matter  of  fact,  very  little  sugar  moved  at 
these  prices  t 

Mr.  Gardiner.  Yes. 

The  Chairman.  And  it  had  come  about  because  the  peopjle  had 
gotten  alarmed  about  the  sugar  situation  and  had  bought  heavily  and 
the  refiners  were  practically  sold  out  1 

Mr.  Gardiner.  That  is  the  fact. 

The  Chairman.  It  remained  only  a  few  days  at  that  price,  did  it 
not,  and  then  it  dropped  t 

Mr.  Gardiner.  It  remained  for  a  little  while,  and  then  one  of  the 
refiners  obtained  a  lot  of  sugar,  and  he  sold  that  out,  and  then  there 
was  a  drop  there  down  to  7.85.  % 

The  Chairman.  So  that  while  the  black  line,  as  shown  on  the  chart, 
shows  the  American  Susar  Refining  Co.,  during  the  period  I  am 
speaking  of,  which  was  tne  latter  part  of  April  and  the  first  part  of 
May,  was  selling  sugar  at  below  7.35,  as  a  matter  of  fact,  if  you 
wanted  to  get  sugar  you  had  to  pay  8.33  ? 

Mr.  Gardiner.  For  reasonably  prompt  shipment;  yes. 

The  Chairman.  Can  you  tell  us  any  cause  or  causes  in  addition  to 
those  that  you  have  given  for  the  rather  sharp  advance  that  began 
to  occur  in  the  latter  part  of  July  and  whicn  continued  imtil  the 
month  of  August  ? 

Mr.  Gardiner.  Dunne  June  I  may  state  that  the  sugar  situation 
was  aggravated  particiUarly  by  advices  that  the  Senate  Finance 
Oommittoe  had  decided  to  do  away  with  the  drawback  privilege  and 
also  impose  an  excise  tax  on  sugar.  That  caused  extra  buying  by 
the  United  Kingdom,  and  consequently  prices  started  to  go  up. 
Wo  had  the  question  of  the  competition  of  England  in  our  market  in 
•connection  with  that. 

The  Chairman.  Lot  me  understand.  Your  idea  is  that  England 
with  the  law  as  it  stood,  could  come  in  hero  and  buy  sugars  that  had 
been  grown  in  Cuba,  shipped  to  this  country^  and  had  paid  in  round 
numbers  1  cent  tariff,  and  then  upon  their  being  refined,  England 
could  buy  those  sugars  back  from  the  refiners  with  practically  the 
•entire  1  cent  tariff  (uscoimt  ? 

Mr.  Gardiner.  Yes. 

The  Chairman.  And  because  of  the  fear  that  the  drawback  would 
no  longer  be  aJlowod,  England  went  into  the  Cuban  market  and 
bought  Cuban  raws  ? 

mr.  Gardiner.  Yes. 

The  Chairman.  And  instead  of  their  coming  here  to  be  refined  they 
were  taken  to  England  and  refined  f 

Mr.  Gardiner.  Yes. 

The  Chairman.  But  at  the  same  time  that  England  did  that,  is  it 
not  a  fact  that  England's  purchases  of  refined  sugar  in  this  country 
fell  off  so  much  that  there  was  a  ne£  falling  off  of  Cuban  sugars  ob- 
tained by  England  to  the  amoimt  of  about  100,000  tons) 
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Mr.  Gabdikeb.  That  is  approximately  correct. 

The  Chaibman.  So  that  while  it  might  have  disturbed  om*  market 
it  did  not  deprive  us  of  anv  sugars  ? 

Mr.  Gabdineb.  Not  in  tne  long  run;  no,  sir. 

The  Chaibman.  You  have  your  statisticians  who  have  studied  the 
sugar  crop,  and  what  is  the  report  that  has  been  made  by  them  to 
you  as  to  the  sugar  crop  that  is  now  being  harvested  ? 

Mr.  Gabdineb.  We  get  reports  early  in  the  season,  as  soon  as  the 
crop  is  larse  enough  or  well  grown  enough  to  make  some  kind  of  an 
estimate  oi  it.  We  send  our  reports  to  all  of  the  sugar  factories  in 
Cuba.  We  got  answers  from  a  pretty  good  amoimt  of  those,  and 
we  base  a  calculation.  Ordinarily,  while  sometimes  they  would  indi- 
cate large  crops,  yet  as  a  matter  of  experience  you  must  allow  some- 
thins^  for  accidents.  You  can  not  take  the  maximum  cane  in  a  field 
and  figure  the  sugar  crop  on  that  basis.  That  has  never  been  possible 
in  my  experience,  and  even  though  you  might  find  from  the  report 
of  the  su^ar  factories  that  the  sugar  crop  would  indicate  throe  million 
and  a  half  tons,  yet  allowing  for  accidents,  figuring  such  things,  our 
estimate  of  the  Chiban  crop  would  be  3,200,000  tons. 

The  Chaibman.  You  figure  pretty  conservatively  then  ? 

Mr.  Gabdineb.  Yes,  we  do,  and  I  think  in  the  fast  three  years  wo 
have  estimated  the  crop  almost  to  a  ton,  which  I  think  is  pretty  good 
in  a  crop  of  3,000,000  tons. 

The  Chaibman.  When  was  your  estimate  made  1 

Mr.  Gabdineb.  In  October. 

The  Chaibman.  You  know  of  Mr.  Himley'a  estimate  ? 

Mr.  Gabdineb.  I  do. 

The  Chaibman.  Is  he  regarded  as  a  pretty  safe  man  ? 

Mr.  Gabdineb.  He  is,  but  in  my  opmion  he  takes  the  percentage 
of  cane  in  the  fields,  and  if  extraordinary  conditions  were  to  occur, 
he  would  get  it  all  off,  and  the  yield  would  bo  up  to  normal,  but  there 
are  a  lot  of  contingencies  in  connection  with  it. 

The  Chaibman.  You  think  he  is  rather  liberal  in  his  estimate  ? 

Mr.  Gabdineb.  I  do. 

The  Chaibman.  There  is  some  other  authority  that  makes 
<*stimate8  ? 

Mr.  Gabdineb.  Mr.  Guma.     He  is  our  own  correspondent. 

Tlie  Chaibman.  He  has  recently  given  his  figures  at  3,500,000  tons. 

Mr.  Gabdineb.  Yes. 

The  Chaibman.  And  those  would  be  your  figures  to-day  ? 

Mr.  Gabdineb.  No,  they  would  not.  Those  are  their  own  figures. 
They  are  an  independent  statistical  bureau  down  there,  but  thev 
have  been  agents  of  ours  for  a  great  many  years  in  connection  with 
that  data. 

The  Chaibman.  So  that  the  only  difference  is  that  you  make  a 
pretty  liberal  discount  to  take  care  of  contingenci(»s  ? 

Mr.  Gabdineb.  Exactly. 

Senator  Kenton.  What  figure  did  Mr.  Garduier  give  ? 

The  Chaibman.  Three  million  two  hundred  thousand  tons.  If 
there  were  open  market  conditions  and  with  the  fact  in  mind  that 
the  tonnage  to  Cuba  is  in  command  of  the  English  and  the  Americans, 
substantially  all  of  it,  with  the  further  fact  in  mind  that  you  may 
assume  thai  England  and  America,  instead  of  going  in  and  com- 
peting against  each  other  in  that  market,  would  agree  on  a  division, 
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the  proportion  to  go  to  Great  Britain  and  her  allies  and  the  propor- 
tion to  go  to  this  country^  and  as  I  say,  otherwise  there  were  open 
market  condidons,  what  would  you  say  the  coming  Cuban  sugar 
crop  would  bring  ? 

Mr.  Gardiner.  Of  course  we  have  to  go  by  past  performances  in 
the  sugar  market.  During  the  early  part  of  the  crop  at  times  Cuba 
makes  sometimes  as  much  as  six  or  seven  hxmdred  wousand  tons  of 
sugar  in  a  month  and  it  is  almost  impossible  for  those  people  to 
handle  it,  so  that  necessarily  they  have  to  bring  that  SQ^r  to  the 
market.  That  usually  brings  a  depression  in  the  price  in  the  early 
part  of  the  year.  Later  as  tne  crop  begins  to  decline,  and  they  have 
more  money,  they  become  more  independent  and  are  not  so  anxious 
to  sell. 

The  Chairman.  Do  you  think,  taking  the  year  as  a  whole,  that 
there  would  have  been  any  extraodinary  high  price? 

Mr.  Gardiner.  I  do  not  think  so,  no. 

The  Chairman.  You  do  not  think  we  would  have  had  15  c^its  or 
20  cents  or  30  cents  sugar  ? 

Mr.  Gardiner.  No;  I  do  not.  I  might  give  you  an  incident. 
Along  about  1896, 1897,  or  1898,  we  did  not  have  a  Cuban  crop  at  all 
They  lost  1,000,000  tons  of  sugar  there,  and  we  had  to  cnase  all 
over  the  world  to  get  sugars,  on  account  of  the  revolution  that 
occurred  in  Cuba  at  that  time.  Our  consumption  was  annually  close 
to  2,000,000  tons.  We  lost  half  of  our  available  supply,  and  yet  we 
managed  to  get  along  without  any  extraordinarily  high  prices.  In 
fact,  the  prices  then  were  not  as  high  as  they  were  last  year.  I 
have  always  had  a  great  deal  of  admiration  for  the  sugar  trade  in  gen- 
eral. Thoy  have  the  greatest  facilities  for  gettii^  aroimd  the  world 
and  getting  sugars  from  places  when  the  usual  source  of  supply  is 
off.  It  happens  this  year  that  everyone  in  the  whole  world,  the 
United  States,  the  allies,  everybody,  went  to  the  place  where  it  was 
most  convenient  to  get  it,  right  in  this  one  little  spot,  and  everybody 
wanted  the  same  thing  on  the  same  place  at  the  same  time,  and  that 
is  the  explanation  of  it — instead  of  some  of  them  makii^  extraor- 
dinary efforts  to  get  some  from  far  away.  They  saw  these  things 
early  in  the  year. 

Senator  Jones.  When  you  say  that  you  think  the  price  of  sugar 
would  not  have  been  high,  you  base  that  on  the  assumption  tiat 
they  would  have  gone  to  these  other  countries  and  gotten  the  sugar. 

Mr.  Gardiner.  That  is  part  of  it,  yes. 

Senator  Jones.  Suppose  they  did  not  have  the  transports  to  do 
that  ? 

Mr.  Gardiner.  Then  that  brings  up  the  question  of  tonnage,  and 
it  upsets  the  ailment,  so  far  as  the  question  of  tonnage  is  concerned, 
but  as  early  in  the  year  as  they  were  commencing  to  notice  this  thing, 
they  could  have  made  some  arrangement  at  that  time.  In  fact,  I 
would  Uke  to  read  a  statement  issued  by  the  Food  Admiimtration 
which  showed  that  absolutely  everybody  was  unanimous  in  the 
opinion  that  there  was  sufficient  sugar  and  that  it  was  merely  a 

?uestion  of  transportation.     This  is  a  notice  that  was  issued  by  the 
Fnited  States  Food  Administration. 

Senator  Jones.  We  all  know  that  there  was  plenty  of  sugar  in  the 
world. 
Senator  Vardaman.  When  was  that  issued  f 
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Mr.  Gabdiner.  On  the  1st  of  September.  This  will  give  you  a 
line  on  their  opinion.  In  this  they  say  that  the  study  of  the  sugar 
situation  shows  that  it  is  not  actually  the  lack  of  sugar  that  empna- 
sizes  the  need  for  conservation  in  the  United  States,  so  much  as 
inability  to  get  su^ar  at  the  places  where  it  is  needed.  There  was 
plenty  of  su^ar;  it  was  a  question  of  tonnage,  and  if  proper  attention 
nad  been  paid  to  the  tonnage  end  rather  than  the  other,  it  would  have 
alleviated  a  lot  of  things. 

Senator  Jones.  Assuming  that  owing  to  the  exigencies  of  the  war 
it  was  not  practicable  to  go  to  Java  and  the  far-away  countries  to  get 
sugar,  and  this  effort  should  be  made  on  the  part  of  the  different 
countries  to  obtain  the  available  near-by  supply,  what  would  have 
been  the  effect  on  prices  ? 

Mr.  Gardiner,  i  ou  see  the  effect  on  prices  this  year,  that  they 
went  up  because  everybody  went  to  the  one  near-by  convenient  source 
of  supply. 

Senator  Jones.  And  if  they  decided  they  could  not  spare  tonnage 
to  bring  in  these  far-away  sugars,  your  statement  made  a  while  ago 
would  not  apply  at  all  ? 

Mr.  Gardiner.  No,  sir. 

Senator  Jones.  As  to  the  reasonableness  of  prices. 

Mr.  Gardiner.  No  ;  that  qualifies  it. 

The  Chairman.  But  substantially  all  of  the  tonnage  to  reach  Cuba 
and  carry  away  the  Cuban  sugars  was  in  the  hands  of  the  allies  and 
this  country  ? 

Mr.  Gardiner.  Yes. 

The  Chairman.  So  that  the  Cuban  merchant  to  get  his  sugar  to 
market  had  to  get  boats  from  these  two  countries  1 

Mr.  Gardiner.  Yes. 

The  Chairman.  And  if  these  two  countries  agreed  upon  a  division 
of  the  s  gar  that  should  go  to  each,  the  United  States  on  one  part 
and  the  alles  on  the  other,  and  declined  to  go  into  the  market  and 
cut  each  other's  throats,  there  would  not  have  been  any  trouble  at 
all  about  the  price  of  sugar,  would  there  ? 

Mr.  Gardiner.  It  would  not  seem  so;  no,  providing  the  crop's  out- 
turn is  as  indicated. 

Senator  Jones.  But  suppose  these  allied  coimtries  in  addition  to 
coming  to  an  agreement  oetwcen  themselves  as  to  a  division  of  the 
sugars  they  mi^ht  get  had  also  wanted  to  prevent  the  sugar  from 
^oing  to  neutral  countries,  so  that  they  could  get  practically  all  of 
it,  and  considering  that  Cuba  wanted  to  favor  the  allied  countries, 
would  it  not  have  been  necessary  to  agree  with  Cuba  on  a  price  for 
that  sugar  in  order  to  control  tne  output  and  its  division  oetwecn 
the  allied  countries? 

Mr.  Gardiner.  I  believe  that  some  control  was  necessary,  because 
practically  the  whole  world  was  under  food  control.  There  was  no 
reason  why  the  United  States  should  have  been  outside  of  that  pale, 
so  to  speak.  In  fact,  it  became  absolutely  essential  for  the  whole 
of  Europe — in  fact,  there  is  no  country  tliat  I  know  of  that  is  not 
under  food  control,  so  to  make  the  tnin^  all  equal  and  get  into 
negotiation  with  different  governments  and  arrange  things  normaHy, 
it  seems  to  me  that  some  food  control  was  necessary. 

Senator  Jones.  And  I  will  ask  you  a  little  furtner,  if  our  allies 
should  agree  with  us  as  to  the  quantity  of  Cuban  sugar  coining  to 
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the  United  States  and  to  the  allied  cotintries,  whether  it  would  not 
he  necessary  to  have  some  means  by  which  that  sugar  could  be 
divided  among  our  refiners  so  that  there  would  not  be  a  scramble  as 
between  the  refiners  here  to  get  the  sugar  which  might  be  allotted  to 
the  United  States.  Do  you  think  something  of  that  sort  was 
necessary  ? 

Mr.  Gardiner.  Not  so  much  so  during  the  early  part  of  the  year, 
because,  as  I  have  said  before,  Cuba  can  make  an  awful  lot  of  sugar 
in  a  month.  You  take  an  island  Uke  that,  and  sometimes  it  has  been 
as  high  as  600,000  tons  a  month  that  Cuba  has  made.  That  runs 
along  through  March,  April,  and  May,  and  nearly  2,000^000  tons  of 
sugar  can  be  produced  in  a  few  months.  The  Cubans  want  to  get  rid 
of  that  because  they  can  not  take  care  of  it,  there  is  no  pbce  to 
store  it,  and  the  result  is  that  there  is  plenty  of  sugar  for  everybody 
in  the  early  part  of  the  year,  even  the  United  Kingdom.  For  instance, 
I  would  like  to  show  you  on  that  chart  in  December  of  1916  that  the 
EngUsh  Government  bought  200,000  tons  of  Cuban  sugars  in  the 
early  part  of  December,  of  the  next  crop.  In  spite  of  their  having 
those  200,000  tons  of  sugar,  when  that  Cuban  crop  came  to  market 
there  was  a  decline  in  the  Cuban  market.  That  was  a  big  sale, 
200,000  tons  of  su^r. 

Senator  Jones.  But  if  it  were  known,  for  instance,  that  the  United 
States  would  get  of  the  Cuban  sugar  crop  only  a  million  tons  and 
there  was  no  machinery  for  allocating  that  as  between  the  refiners, 
and  these  refiners  were  given  an  opportimity  to  bid  up  on  each  other 
and  get  those  millions  tons,  what  effect  would  that  have  on  the  sugar 
market  in  the  Uiiited  States  ? 

Mr.  Gardiner.  Under  those  conditions  there  would  naturally  be 
an  advance,  but  if  you  figure  on  a  crop  of  3,200,000  tons,  and  a  large 
part  of  that  is  made  in  a  few  months,  then  you  have  more  sugar  than 
all  of  the  competition  of  Europe  and  all  of  the  rest  of  them  combined 
could  stand;  and  usually  it  is  the  latter  part  of  the  year  when  the 
Cuban  crop  is  commencmg  to  be  exhausted,  and  in  consequence  of 
having  money  from  having  sold  early  sugar  it  needs  control;  other- 
wise some  refiner  might  make  a  pool  with  somebody  else  and  buy  up 
all  of  the  available  sugar. 

Senator  Jones.  Do  you  not  imagine  that  this  International  Com- 
mittee has  alreadv  tentatively  a^eed  as  to  how  much  of  the  3,200,000 
.  tons  of  sugar  shall  go  to  the  United  States  and  how  much  shall  go  to 
Great  Britain  ? 

Ml*.  Gardiner.  Yes. 

Senator  Jones.  Then  that  amount  is  known  ? 

Mr.  Gardiner.  Yes. 

Senator  Jones.  If  our  refineries  are  free  to  bid  against  each  other 
for  that  quantity  of  sugar  which  is  known  to  be  allotted  to  the  United 
States,  would  not  that  create  a  scramble  among  them,,  each  one  try- 
ing to  get  a  quantity  which  would  run  his  refinery  for  the  full  year 
and  give  him  control  of  an  unusual  proportion  of  that,  and  would 
not  that  tend  to  put  up. the  price? 

Mr.  Gardiner.  That  would  tend  to  put  up  the  price,  but  you  see 
they  do  not  make  anv  scramble  when  luUy  2,000,000  tons  are  to  be 
allotted  to  the  United  States  refineries.  Our  refineries  are  not  going 
to  start  in  at  the  begiiming  of  the  crop  and  buy  those  2,000,000  tons. 
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The  Chairman.  If  they  did  scramble  it  up  too  high,  they  would 
scramble  themselves  into  some  diflSculty  in  competing  with  the  fellow 
who  had  bought  at  a  lower  price. 

Mr.  Gardiner.  To  some  extent. 

Senator  Jones.  You  do  not  anticipate  an  actual  surplus  of  sugar, 
do  you  ? 

Mr.  Gardiner.  I  do,  yes;  with  all  of  the  world  cutting  down  its 
consumption.  France  has  recently  cut  down  to  one  pound,  and 
England  is  talking  of  it,  and  we  will  have  a  restricted  consumption 
hero.  In  fact,  I  think  it  will  come  normally,  because  last  year,  as  I 
said,  owing  to  reports  of  shortage  of  the  Cuba  crop,  and  if  you  would 
believe  the  newspaper  reports  from  Cuba,  it  looked  as  though  it 
would  be  all  destroyed,  they  boueht  two  or  three  hundred  thousand 
tons  more  than  they  needed.  With  a  big  supply  in  view,  there  will 
not  be  any  incentive  to  buy,  unless  something  occurs  that  would 
affect  the  Cuban  crop. 

Senator  Jones.  The  reason  there  is  going  to  be  a  surplus  in  sugar, 
you  say,  is  because  of  the  reduction  in  consumption  ? 

Mr.  Gardiner.  Not  only  that,  but  an  increase  in  the  supply,  so 
far  as  the  United  States  and  the  allies  are  concerned. 

Senator  Jones.  There  is  some  increase  in  the  supply,  of  course, 
but  is  that  commensurate  with  the  saving  or  the  reduction  in  con- 
sumption ? 

Mr.  Gardiner.  I  think  it  is  fully  that;  jes. 

Senator  Jones.  Then  you  think  there  is  no  necessity  for  cutting 
down  consumption? 

Mr.  Gardiner.  I  do  not.    I  think  it  will  take  care  of  itself. 

Senator  Jones.  You  think  that  England  and  France  could  remove 
any  control  of  consumption — any  restriction  which  they  have  placed 
on  consumption  ? 

Mr.  Gardiner.  I  do  not  know  as  far  as  they  are  concerned.  I  was 
talking  merely  of  the  United  States.  In  fact,  I  do  not  think  there  is 
any  idea  of  reducing  it,  judging  from  the  reports  of  Mr.  Hoover,  who 
says  that  he  is  going  to  make  it  36  pounds  per  capita  per  annum  for 
home  use.    That  is  not  a  decrease  in  my  opinion. 

Senator  Jones.  What  is  your  opinion  as  to  the  consumption  of 
sugar  in  this  country  per  capita? 

Mr.  Gardiner.  Our  figures  show  around  80  pounds',  taking  it  all  in. 
It  has  always  been  a  question,  and  I  have  made  a  study  of  it  myself, 
trying  to  find  out  something  definite  about  it.  I  have  tried  to  get  it 
from  the  refiners  and  from  the  people  in  the  trade,  and  have  tried  to 
find  out  how  much  sugar  is  used  in  home  consumption — that  is.  on 
the  table — and  how  much  for  manufacturing  purposes,  and  the  oest 
opinion  that  I  could  obtain  from  them,  either  public  or  otherwise — 
and  it  has  been  testified  to  in  various  ways,  in  hearings  in  Congress, 
such  as  the  Hardwick  hearing — three-eighths  of  the  consumption  of 
sugar  is  used  in  the  home  and  the  balance  of  it  for  manufacturing 
purposes.  There  are  no  actual  statistics.  I  Imow  that  Mr.  Rolph 
had  something  of  the  same  kind  in  his  testimony. 

The  Chairman.  I  do  not  want  to  interrupt"  the  thread  of  your 
examination,  but  why  is  it  not  possible  for  you  gentlemen  to  collect 
these  Cuban  sugars  and  to  take  the  figures  from  these  great  refineries, 
and  tell  what  pari  of  the  output  goes  to  manufacturing  establish- 
ments  and  what  proportion  to  the  nousehold. 
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Mr.  Gabdikbb.  Mr.  Chairman,  these  refineries  are  so  lealous  of 
one  another  that  they  would  hardly  tell  you  anything  like  that 
They  would  not  let  you  know  how  much  they  sell  to  a  manufacturing 
establishment  because  the  other  refiner  might  get  track  of  that  and 
try  to  get  that  trade.  They  have  been  more  or  less  antagonistic  for 
many  years,  and  it  has  kept  the  sugar  business  interesting. 

Senator  Jones.  I  would  just  like  to  ask  you  if  you  estimate  that 
as  three-eighths 

Mr.  Qabdineb.  Pardon  me,  but  that  is  not  my  opinion.  It  is 
only  a  conclusion  from  data  obtained  from  various  refiners,  which 
they  testified  to  before  various  congressional  committees,  and  also 
it  is  in  testimony  in  the  dissolution  case  of  the  American  Sugar 
Refining  Co.  There  was  a  good  deal  of  expert  testimony  given 
there,  and  it  seems  to  me  that  is  the  best  basis  of  information  that 
we  have. 

Senator  Jones.  That  would  be  only  30  pounds  per  capita  per 
annum. 

Mr.  Gabdiner.  Yes;  about  that. 

Seaator  Jones.  Then  this  restriction  to  3  pounds  a  month  would 
bo  an  increase  rather  than  a  decrease? 

Mr.  Qabdineb.  If  anything. 

Senator  Jones.  So  far  as  the  American  production  is  concerned. 

Mr.  Gabdineb.  If  anything,  that  is  ample  consumption. 

The  Chaibman.  If  that  is  true,  our  Food  Administration  Deeds 
some  education.  I  think,  to  be  fair  about  it,  that  when  they  talked 
about  3  pounds  per  capita  per  month  and  6  pounds  or  7  pounds  per 
capita  per  month,  they  are  considering  the  entire  consumption, 
which  includes  the  manufacture;  and  when  they  speak  of  recfucing 
that  to  3  pounds  a  month  they  meant  to  reduce  the  manufacturing 
output. 

Mr.  Gabdineb.  I  do  not  know  what  their  idea  is. 

Senator  Lodge.  No.  Mr.  Hoover  testified  that  the  best  fibres 
they  could  get  were  about  50  to  55  poimds  per  capita  per  monln  for 
domestic  consumption. 

The  Chaibman.  That  is  right.    I  stand  corrected. 

Senator  Lodge.  The  per  capita  which  we  have  from  the  Bureau 
of  Statistics  is  the  whole  amount  of  sugar  consumed. 

Mr.  Gabdineb.  Yes. 

Senator  Lodge.  It  includes  manufactures  and  everything. 

Mr.  Gabdineb.  Yes. 

Senator  Lodge.  That  makes  it  about  80  pounds  ? 

Mr.  Gabdineb.  Yes;  but  Mr.  Rolph  afterwards  corrected  Mr. 
Hoover's  testimony,  in  respect  to  which  I  say,  about  three-eighths 

per  cent. 

Senator  Lodge.  Yes;  but  they  estimate  the  domestic  consumption 

was  per  capita  50  to  55  pounds. 

Mr.  Gabdineb.  I  say  three-eighths. 

Senator  Lodge.  That  is  three-eighths  of  the  total  ? 

Mr.  Gabdineb.  Yes;  and  three-eighths  of  the  total  per  capita  is 
30  to  35  pounds,  depending  upon  the  total  per  capita.  If  the  per 
capita  is  80  poimds,  it  will  be  30  pounds  exactly. 

Senator  Lodge.  That  is  for  domestic  consumption  1 

Mr.  Gabdineb.  Yes. 
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The  Chairman.  Do  you  know,  as  a  matter  of  fact,  that  the  candy 
manufacturers  and  the  consumers  of  sugar  for  manufacturing  purposes 
have  really  cut  down  their  output? 

Mr.  O  VRDiNER.  That  I  do  not  know. 

The  Chairman.  During  the  past  year  1 

Mr.  G4RDINER.  That  ido  not  know. 

The  Chairman.  That  is  all  we  desire,  Mr.  Oardjmer.  Wo  thank 
you  very  much. 

TESTIMOmr  OF  EBERHABO  I.  LTJEDEB. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  What  is  your  name,  please! 

Mr.  LuEDER.  Eberhard  L.  Lueder. 

The  Chairman.^  You  ulace  of  residence? 

Mr.  Lueder.  Little  Silver,  N.  J. 

The  Chairman.  What  is  your  occupation. 

Mr.  Lueder.  Importer,  commission  merchant,  and  broker  in  sugar. 

The  Chairman.  With  what  firm  are  you  connected  ? 

Mr.  Lueder.  Miaford,  Lueder  &  Co. 

The  Chairman.  Is  it  a  largo  concern  ? 

Mr.  Lueder.  Fairly  so. 

The  Chairman.  How  long  has  your  firm  been  engaged  in  the  sugar 
business  ? 

Mr.  Lueder.  About  45  years. 

The  Chairman.  How  long  have  you  personally  been  engaged  in 
the  su^ar  business  ? 

Mr.  Lueder.  Twenty  years. 

The  Chairman.  Did  that  lead  you  to  study  conditions  in  the  sugar 
trade,  and  sugar  markets,  and  the  question  of  sugar  production, 
and  sugar  prices  ? 

Mr.  Lueder.  Yes,  sir.  I  have  been  engaged  in  that  during  that 
period  almost  exclusively. 

The  Chairman.  What  proportion  of  your,  business  is  export? 

Mr.  Lueder.  Export  of  refined  ? 

The  Chairman.   1  es. 

Mr.  Lueder.  Very  little. 

The  Chairman.  Do  jou  buy  raw  sugars  ? 

Mr.  Lueder.  Yes,  sir;  at  times. 

The  Chairman.  For  jroursolves,  or  do  you  act  as  brokers? 

Mr.  Leuder.  Wo  act  in  both  capacities.     Wo  bu^  in  our  own  name 
for  account  of  clients,  at  times;  we  sell  on  conmiission,  and  in  turn 
again  we  soil  refined  sugar  as  brokers  through  the  country, 
fc.  The  Chairman.  Have  you  over  visirod  Cuoa  ? 

Mr.  Leuder.  Never. 

I'he  Chairman.  Do  jou  handle  the  sugars  of  Cuba  ? 

Mr.  Leuder.  Yes,  sir. 

The  Chairman.  What  other  sugars  do  you  handle? 

Mr.  Leuder.  We  handle  Perus,  Brazils,  Philippines,  Saftto  Do- 
mingos,  and  at  the  period  when  Javas  came  to  this  country  we 
probabiy  handled — ^woU,  there  were  only  two  in  the  business,  practi- 
cally, Czamikow  Rionda  and  ourselves.  Wo  handled  commonly 
from  two  to  throe  hundred  thousand  tons. 
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The  Chairman.  Of  the  Java  sugars,  when  thoy  came  to  this  country? 

Mr.  Leuder.  Yes,  sir.  At  that  time  I  want  to  state  that  ine 
members  of  our  present  firm  were  conducting  separate  businesses— 
Leuder  &  Co.  and  Minford  &  Co,     We  combined  two  years  ago. 

The  CHAiRBf  AN.  What  was  the  occasion  of  the  rather  high  prices  of 
sugar  that  prevailed  during  the  sugar  year  just  closuig — the  calendar 
year,  too,  I  will  say  ? 

Mr.  Leuder.  I  should  say  there  were  various  influences  at  work. 
There  has  been  testimony  given  here  by  one  or  two  witnesses  as  to  * 
practically  the  developments  of  the  sugar  market  as  they  happemod 
during  1917,  and  in  a  lar^e  measure  I  indorse  that  testimony. 

The  CnAiRMAN.  Just  give  us  your  own  view  about  the  matter. 

Mr.  Leuder.  About  the  begmning  of  the  year  the  sugar  markot 
started  with  a  declining  tendency,  owing  to  the  prospective  Cuban 
supply,  which  aften^^ards  reversed  into  an  advancmg  tendency, 
owing  to  the  political  disturbances  in  Cuba. 

The  Chairbian.  That  occurred  along  in  the  month  of  February  or 
January  ? 

Mr.  Leuder.  That  occurred  early  in  the jyear,  February  and  March. 
After  that  there  was  an  easing  on,  and  following  that  another  ad- 
vancing tendency  set  in,  owing  to  the  large  purchases  for  domestic 
as  well  as  export  purposes. 

The  Chairman.  That  was  in  the  month  of  April;  there  was  a  sharp 
rise  there,  I  observe. 

Mr.  Leuder.  It  was  due  to  the  domestic  demand,  I  think,  sup- 

Sorted  by  buying  for  export,  for  neutral  countries  as  well  as  Great 
Wtain. 

The  Chairman.  Referring  to  this  domestic  demand,  I  will  ask  you 
whether  or  not  there  began  to  bo  sent  throusjh  this  country,  by  means 
of  the  public  press  and  otherwise,  reports  that  there  was  going  to  bo 
or  liable  to  be  a  considerable  sugar  snortage? 

Mr.  Leuder.  Yes,  sir;  there  were  press  reports,  which  of  course 
influenced  the  grocers,  jobbers,  and  wnoever  bought  sugar. 

The  Chairman.  Let  me  trace  that  a  little  bit  and  see  if  I  am  cor- 
rect about  it.  When  the  revolution  or  disturbance  occurred  in  Cuba, 
and  some  strikes  came  in  the  refineries 

Mr.  Leuder.  The  strikes  came  first. 

The  Chairman.  The  strikes  came  first — very  well.  These  two 
causes  led  to  a  discussion  in  the  newspapers  of  a  possible  or  probable 
sugar  shortage;  did  they  not? 

Sir.  Leuder.  Yes,  sir. 

The  Chairman.  Now,  it  takes  a  certain  time  for  that  to  react  on 
the  public,  does  it  not?  The  public  would  berin  buying, 'and  it 
would  take  some  time  for  that  to  got  around  so  Siat  it  would  affect 
the  market  ?     Would  not  that  be  true  ? 

Mr.  Leuder.  Yes:  it  takes  some  time.  It  usually  takes  an  ad- 
vance to  get  the  public  to  buy.     By  that  I  mean  an  initial  advance. 

The  Chairman.  So  you  think  those  causes  had  some  considerable 
influence  in  raising  the  price  of  sugar  during  the  early  part  of  the  year  I 

Mr.  LuEDER.  Yes,  sir. 

The  Chairman.  What  other  causes  intervened,  in  your  judgment, 
to  make  the  prices  run  up  and  keep  pretty  high  ?  Well,  they  went 
down  from  April  in  the  months  of  May  and  June,  when  they  were 
down  below  $6.    What  caused  that  ? 
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Mr.  LuEDEK.  That  was  just  the  aftermath,  practically,  of  the 
advance  established  during  April.  I  think  the  majority  of  people 
overbought. 

The  Chairican.  Now,  there  came  a  sharp  advance  in  the  price  of 
Cuban  raws  in  July  and  August.    What  caused  that  ? 

Mr.  LuEDER.  The  advance  at  that  time  was  caused — ^wcll,  if  you 
will  go  right  through  from  July  to  the  end  of  the  year,  say  to  the 
Ist^of  November,  there  were  contributing  influences.  The  possibility 
of  control  naturaUy  affected  the  situation. 

The  Chairhan.  In  what  way — ^to  send  prices  up  or  send  them 
down? 
Mr.  LuEDER.  It  affected  it  to  send  them  up. 
The  CHAIRMAN.  You  say  **the  possibility  of  control."  Let  us 
trace  that.  Is  it  not  a  fact  that  it  was  weU  imderstood  in  this  country 
that  we  were  to  have  food  control  very  early  in  May,  and  that  Mr. 
Hoover  was  brought  to  this  coimtry  for  the  purpose  of  taking  that 
position  ? 

Mr.  LuEDER.  Yes,  sir;  but  it  took  some  time  to  make  its  effect  felt 
with  the  distributors,  importers,  and  so  on — ^tho  people  engaged  in 
the  handling  of  sugar.  The  July  advance  there  was  probably  in  a 
measure  due  to  ordinary  conditions,  lai^e  buying,  and  for  both 
export  and  domestic  purposes  again  later  on.  Neutral  countries  and 
everybody  bought.  It  was  partly,  also,  in  connection  with  the 
Government  position. 

The  Chairman.  When  you  say  "partly  in  connection  with  the 
Government  position,''  you  mean  to  say  partly  because  of  the  impend- 
ing control  ? 

Mr.  LuEDER.  I  think  it  was  partly  due  to  the  control  and  the 
export,  the  natural  causes,  buying  by  allies  and  neutrals,  and  domestic 
buying. 

The  Chairman.  Were  there  refined  sugars  being  shipped  out  of 
this  country  in  large  c[uantities  to  neutrals  after  the  montn  of  June  ? 
Mr.  LuEDER.  Yes,  sir;  I  believe  so. 
The  Chairman.  Have  you  any  figures  on  that  ? 
Mr.  LuEDER.  No:  I  have  not. 
The  Chairman.  Who  has  those  figures  ? 
Mr.  Gardiner.  I  think  I  could  give  them  to  you,  Senator. 
The  Chairman.  Well,  we  wiD  proceed  with  this  witness,  but  I 
will  ask  you  to  have  those  figures.     After  the  months  of  July  and 
August,  the  sharpest  advance  being  in  August,  the  prices  fell  back  in 
September,  October,  and  November.    Now,  what  caused  that  ? 

Mr.  LuEDER.  The  question  of  control  became  more  definite.  The 
result  was  that  refiners  stopped  negotiating  for  sugar.  The  future 
was  very  dark  and  uncertain  to  them,  as  to  what  they  might  do.  This^ 
of  course,  reflected  on  the  sugar  merchants,  the  importers,  and  that,  in 
turn,  reflected  on  the  shippers.  In  other  words,  at  that  time  the 
ordinary  machinery  which  has  been  engaged  in  bringing  sugar  to  this 
country  started  to  stop. 

The  Chairman.  At  the  time  the  prices  for  Cuban  raws  went  down, 
it  appears  that  the  prices  for  refined  sugar  in  this  country  (I  am 
speaking  now  of  the  months  of  October  and  November)  stayed  up 
to  above  $8— $8,183. 

Mr.  LupDER.  I  suppose  that  was  owing  to  the  fact  that  the  sugars 
melted  during'  that  period  were  from  raws,  because  some  part  of  the 
sugars  bought  in  July  did  not  arrive  here  until  August. 
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The  Chairman.  So  that  the  benefit  of  the  fact  that  Cuban  raws 
dropped  in  October  and  November  apparently  did  not  get  to  the 
sugar  consumer  of  the  United  States  t 

Mr.  LuEDEH.  Not  at  all. 

The  Chairman.  Those  same  prices  scorn  to  have  preyailod  into 
Docombor. 

Mr.  LuEDER.  Yes,  sir. 

The  Chairman.  And  that  brings  us  up  to  the  period  of  the  now 
crop  boing  ah-oady  on,  does  it  noti 

Mr.  LuEDER.  Yes,  sir.  Wo  had  a  margin  of  220  and  some  odd 
points  between  raw  sugar  and  refined.  The  refined  price  provailod 
prr/'^tically  up  to  within  the  now  year;  in  fact,  into  the  now  year.  I 
think  it  was  changed  during  my  absence. 

The  Chairman.  So  tJiat  whilo  the  combination  among  the  sugar 
refinors  ofToctod  through  the  food  control  resulted  in  bringing  the 
pri<50  of  Cuban  raws  down  to  approximately 

Mr.  LuEDER.  It  was  down  to  $6.90  a  long  time,  and  then  eventually 
was  reduced  to  $6.70,  and  then  to  $5.90,  and  back  to  $6. 

The  CHAnukiAN.  Continuing  my  question,  whilo  the  Cuban  market 
was  rostrirjted  by  virtue  of  this  oombinadon  and  the  pri<)Os  of  Cuban 
sugr-r  forood  down  to  soir.o  extent  below  where  thay  had  boon  in 
August,  the  consumer  in  this  country  got  no  benefit  from  it  because 
refined  sugar  still  stayed  up  ? 

Mr.  LuEDER.  At  the  top  level. 

The  Chairman.  At  the  top  level  and  never  went  down  at  all! 

Mr.  LuEDER.  No,  sir.  Now,  that  is  so  far  as  the  eastern  torritorj 
is  r.on<',<>rnod. 

The  Chairman.  And  that  is  the  territory  from  which  you  collect 
the  statistics  ? 

Mr.  LuEDER.  Yes,  sir. 

The  Chairman.  And  you  do  not  speak  now  for  tho  rest  of  the 
country  and  do  not  know  what  happened  there? 

Mr.  LuEDER.  I  am  not  acquainted  with  that  section. 

Tho  Chairman.  I  want  to  get  tliis  definite.  So  that,  no  mattor 
whether  there  was  a  for-ing  down  of  the  pri«',e  of  Cuban  raws  or  not 
during  tho  months  of  September  and  October  and  November  and 
Dc'-ombor,  that  benefit  never  reached  the  consuming  public? 

Mr.  LuEDER.  No,  sir. 

The  Chairman.  So  that  if  there  has  been  thirty  or  forty  or  fifty 
or  one  hundred  or  two  hundred  irillion  dollars  or  any  other  fabulous 
or  mythical  sum  saved  to  the  American  consumor,  it  has  not  yet 
occurr(^d  ?  , 

Mr.  LuEDER.  Not  in  the  eastern  territory. 

The  Chairman.  Well,  you  have  not  hoard  of  any  remarkably  cheap 
sugar  out  West,  have  you  ? 

Mr.  LuEDER.  I  am  not  sufficiently  acquainted  with  that  torritorj. 
I  do  not  know. 

Tho  Chairman.  Very  well. 

Senator  Jones.  What  you  mean^  Mr.  Lueder,  is  that  when  the 
refiners  buy  raw  sugar  at  a  high  price,  they  hold  up  tiio  pri<*x)  of  tho 
pr^fined  sugar  until  they  can  got  rid  of  the  amount  which  they  pur- 
chased at  the  high  pri^ic  ? 

Mr.  LiTEDER.  Son-etimes.  Of  course  they  som^otimos  anticipat* 
the  purchase  of  raws  by  sales  of  refined,  and  the  rovorse  also*.    In  case 
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thoro  has  boon  no  compotition — tho  last  two  months  of  tho  yoar  thoro 
was  no  compotition;  tno  price  was  fixod  at  that  figure,  and  thero  was 
not  a  question  of  anybody  not  selling  at  that — they  simply  continued 
to  sell  at  that.  It  was  not  an  open  market.  There  were  sales  mado 
at  S5.00  at  the  same  time  refined  sugar  sold  at  S8.35,  a  diiToronco  of 
over  225  points. 

Tho  Chairman.  Who  got  tho  benefit  of  that  ? 

Ifr.  LuEPBR.  I  can  not  say^  Senator.    I  do  not  know  that  anybodj 

fot  any  particular  benefit  of  it.    I  think  it  was  adjusted,  but  that  is 
oyond  my  knowledge.     I  do  not  know.    All  I  do  Tmow  is  that 
simultanoously  sugars  were  bought  at  $5.90  and  refined  sold  at  S8.35. 

Senator  Jones.  That  is  the  general  tendency  of  the  trade,  is  it  not, 
even  on  tho  open  market  ? 

Mr.  LuBDEB.  It  would  not  be  that  wide. 

Senator  Jones.  Not  that  wide  f 

Mr.  LuEDER.  It  would  not  be  that  wide. 

Senator  Jones.  But  that  is  the  tendency  of  the  trade,  whenever 
they  buy  it  at  the  high  price,  to  hold  up  the  price  as  lon^  as  they  can  ? 

Mr.  LuEDER.  That  would  depend  on  tne  competition  between 
refiners.  I  do  not  think  such  a  situation  would  prevail  in  an  open 
market.    To  my  mind  it  would  be  an  impossibility.* 

Senator  Jones.  To  the  extent  to  which  this  prevailed,  you  mean? 

Mr.  LuEDER.  The  average  margin  price  for  a  previous  year  would 
give  you  a  fair  idea  as  to  what  margin  existed.  If  you  take  the 
average  margin,  it  would  show  for  the  year  fairly  weu,  and  would 
not  reach  any  such  figures. 

Senator  Jones.  But  when  they  buy  the  raw  sugars  at  a  low  price, 
and  the  price  of  the  refined  goes  up,  they  do  not  sell  at  the  low 
price,  do  they  ? 

Mr.  Lueder.  Well,  those  are  market  conditions.  Senator  Jones, 
which  it  is  difficult  to  trace.  In  one  instance  it  works  in  favor  of 
tho  refiner,  and  in  another  instance  against  him.  It  is  just  a  ques- 
tion of  how  smart  he  is  to  buy  his  raw  sugar  at  the  right  time.  The 
refined  market  to  a  large  extent  is  governed  by  raws,  and  in  turn 
again,  I  mean  to  say,  the  public 

Senator  Jones.  I5ut  the  tendency  is,  when  bought  at  a  high  price, 
to  sell  at  the  high  price  as  long  as  they  can  ? 

Mr.  Lueder.  Certainly. 

Senator  Joves.  And  when  they  buy  at  a  low  price,  the  tendency 
is  to  get  a  high  price  as  soon  as  tncy  can  1 

Mr.  Lueder.  Well,  I  would  not  soy  that  altogether.  It  is  a  normal 
tendency,  but  with  some  refiners  the  tendency  would  be  to  supply 
their  trade  and  do  the  business.  I  think  the  cHief  interest  of  a  refiner 
in  New  York  City  is  to  keep  his  plant  running  full  as  much  as  secur- 
ing a  large  margin,  because  it  is  through  running  tlie  plant  at  full 
capacity  that  he  makes  his  money. 

Senotor  Jones.  If  the  refiner  bought  his  raws  at  a  low  price,  and 
the  market  for  the  refined  product  had  gone  up  in  tho  open  market, 
would  he  not  be  justified  in  selling  at  the  open-market  price? 

Mr.  Lueder.   i  es,  sir;  he  would,  probably. 

Senator  Jones.  And  that  would  oe  his  natural  tendency,  would 
it  not  ? 

Mr.  Lueder.  Of  course  it  would,  and  of  course  that  would  raise 
the  market  on  his  next  purchases  of  raws.  No  refiner  buys  a  year's 
supply. 
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The  Chaiuman.  Of  course  we  all  know  that  the  tendency  of  the 
refiner  is  to  make  as  much  money  as  he  reasonably  can,  whicn  means 
that  he  will  buj  his  sugar  as  cncaply  as  he  can  and  sell  it  as  high 
as  he  can,  does  it  not? 

Mr.  LuEDER.  Yes,  sir. 

The  Chairman.  But  in  finding  how  he  is  goin^  to  act  and  how 
far  he  can  carry  that,  do  we  not  hayo  to  tkae  mto  consideration 
also  the  fact  that  the  man  from  whom  he  buys  his  raw  sugar  is  going 
to  sell  it  as  high  as  he  can,  so  that  there  are  two  opposing  forces 
working  there  ? 

Mr.  LuEDER.  Absolutely,  because  the  raw  market  is  goyemed  by 
'  the  demand  for  refined  as  regards  asking  prices. 

The  Chairman.  And  then  when  the  renner  comes  to  sell  his  sugar 
and  is  seeking  the  highest  possible  market  that  he  can,  is  he  not  con- 
fronted by  the  condition  tnat  eyerybody  to  whom  he  sells  is  seeking 
the  lowest  market  he  can  find  ? 

Mr.  LuEDER.  Yes. 

The  Chairman.  So  that  if  he  puts  his  sugar  too  high  his  com- 
petitor will  sell  ? 

Mr.  LuEDER.  Yes,  sir. 

The  CuAiRMArf.  So  that  after  all  it  you  will  just  let  the  old  law 
of  supply  and  demand  work,  it  has  a  tendency  to  equalize  things) 

Mr.  LuEDER.  Yes,  sir. 

The  Chairman.  And  if  you  do  not  let  it  work,  you  pretty  nearly 
haye  got  to  come  to  the  socialistic  theory  of  regulating  eyery thing, 
have  you  not? 

Mr.  LuEDER.  In  a  large  way. 

Senator  Jones.  What  period  was  that  when  the  differential  there 
was  220  points? 

Mr.  LuEDER.  I  will  haye  to  look  it  up.  I  think  it  appears  on 
the  map. 

The  Chairman.  Here  is  a  map.  I  think  wo  haye  got  one  honest 
line  on  it  now. 

Mr.  LuFDER.  I  have  a  letter  here,  written  at  that  time,  in  connec- 
tion with  it,  so  that  I  have  the  date.     It  was  in  Noyember  some  time. 

Senator  Jones.  In  Noyember  ? 

Mr.  LuEDER.  Yes,  sir. 

Senator  Jones.  Docs  that  appear  that  way  on  the  map? 

The  Chairman.  I  think  it  does,  Senator  Jones. 

Senator  Lodge.  On  the  true  map  ? 

The  Chairman.  That  is  the  raws;  and  drawing  that  line  across 
there  it  is  $6.86. 

Mr.  Lueder.  I  think  it  was  probably  early  in  December,  wherever 
it  appears  there.  I  think  it  was  early  in  December.  I  would  say 
December;  not  "November.  I  have  a  long  letter  here  on  the  subject. 
It  is  December. 

The  Chairman.  That  is  132  in  December. 

Mr.  Lueder.  Yes,  sir;  December.  It  was  the  other  letter  I  was 
referring  to. 

Senator  Jones.  I  do  not  think  this  honest  map  shows  that. 

Senator  Lodge.  That  is  all  imaginary. 

Senator  Vardaman.  Are  there  honest  maps  and  dishonest  maps? 

Senator  Jones.  Senator  Lodge  suggested  it  a  while  ago.  I  assume 
that. 
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Senator  Lodge.  I  had  understood  that  this  was  corrected  by  the 
true  map. 

The  Chairman.  Here  is  156  shown  on  the  map,  and  of  course 

Senator  Jones.  How  do  you  arrive  at  220? 

The  Chairman.  I  will  tell  you  how  we  arrive  at  it. 

Mr.  LuEDER.  It  is  in  December. 

Tlie  Chairman.  While  this  map  is  brought  in  hero  and  shows  these 

E rices  for  raws,  the  lowest  point  that  it  shows  in  the  months  of 
October  and  November  and  iJecember  is,  as  near  as  we  can  measure 
it  by  the  eye 

lir.  LuEDER,  This  map  does  not  show  the  drop  in  raws  which 
occurred  at  that  period  here,  down  there. 

Senator  Jones.  Well,  it  was  $6.90 

Mr.  Lueder.  $6.90  up  to  that  period,  and  after  that  it  ran  for  two 
weeks  on  the  basis  of  225  points. 

Senator  Jones.  Oh.  That  is  when  you  figured  on  the  new  price 
on  raws  ? 

Mr.  Lueder,  Yes;  that  is  when  this  map  stopped. 

Senator  Jones.  I  see. 

The  Chairman.  The  new  price. 

Senator  Jones.  Yes. 

Mr.  Lueder.  Yes;.  I  am  figuring  on  the  new  price  of  raws. 

Senator  Jones.  Do  you  mean  to  say  that  the  refiners,  after  they 
began  getting  the  raw  sugar  at  the  new  price,  continued  the  old  price 
for  their  product  ? 

Mr.  Lueder.  Yes,  sir. 

The  Chairman.  They  did  it  under  the  food  control,  did  they  not  ? 

Senator  Lodge.  They  took  the  fixed  price. 

The  Chairman.  They  did  it  under  the  food  control  ? 

Mr.  Lueder.  Well,  everything  has  been  under  the  food  control 
during  that  period. 

The  Chairman.  Mr.  Gardiner,  I  only  asked  you  to  put  on  this  map 
the  line  showing  the  refined  prices.  I  am  going  to  ask  you  now  if 
you  will  not  chock  up  this  line  so  as  to  show  the  price  oi  raws. 

Mr.  Gardiner.  That  is  exactly  according  to  our  quotations,  as 
near  as  your  eye  can  judge  by  that  chart  what  the  dates  are. 

The  CiiiAiRMAN.  That  is  according  to  the  quotations  ? 

Mr.  Gardiner.  Yes.     In  fact,  I  have  a  proof  of  our 

The  Chairman.  Where  does  this  5.90  Cuban  sugar  come  in? 

Mr.  Gardiner.  Do>^ti  below  there. 

The  Chairman.  It  is  not  shown  on  this  map  ? 

Mr.  Gardiner.  No;  that  is  as  far  as  they  wont  on  the  chart. 
That  is  all  I  fixed  up — the  refined. 

The  Chairman.  But  this  chart  covers  only  November  and  Decem- 
ber. 

Mr.  Gardiner.  Yes;  a  part  of  December. 

Mr.  Lueder.  Part  of  December. 

Mr.  Gardiner.  The  new  price  did  not  become  effective  imtil  after 
.he  15th  of  December. 

The  Chairman.  That  was  what  price  ? 

Mr.  Gardiner.  That  was  the  $5.90  cost  and  freight  price;  the  5.90 
prirc,  rather,  and 

The  Chairman.  Which  was  fixed  on  the  old  Cuban  crop  ? 

Mr.  Gardiner.  No;  on  the  new  Cuban  crop. 
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Mr.  LuEDER.  And  on  some  of  tho  old  Cuban  sugar ,  too. 

Tho  CiiAiBMAN.  Now,  tho  cano  sugar  prico  has  been  fixed  at  $4,601 

Mr.  Gardiner.  $4.60  f.  o.  b.,  and  there  is  freight  to  be  added,  3Si 
cents,  which  makes  $4.98},  cost  and  freight. 

The  Chairman.  So  there  was  a  fixing  of  the  price  for  the  new  Cuban 
crop? 

Mr.  Gardiner.  Yes. 

The  Chairman.  Of  what,  $5.90  ? 

Mr.  Gardiner.  It  is  really  $4.60  f .  o.  b.  '  The  freight  wns  originally 
fixed  at  30  cents,  but  when  they  had  the  committee  of  freight  people 
that  carried  the  West  Indian  sugars  agree  on  a  freight  rate,  they 
adjusted  that  to  a  rate,  and  the  pries  are  based  on  $4.98^,  cost  anil 
freight,  or  6  cents,  duty  paid;  and  if  you  will  put  a  line  on  the  6-ceiit 
mark  there  you  will  see  the  present  basis  of  value. 

The  Chairman.  Venr  well.  Now,  where  did  the  refined  prices  stay 
from  Tec  ember  15  onf 

Mr.  Gardiner.  There  is  the  mark  up  there. 

The  Chairman.  So  that  this  proposed  new  raw  basis  is  shown  by 
this  heavy  short  line  1 

Mr.  Gardiner.  Yes:  that  is  the  idea  exactly. 

The  Chairman.  Ana  that  is  $5.90 1 

Mr.  Gardiner.  Well,  it  is  really  $5.98  J,  or  6  cents  in  round  fibres. 

The  Chairman.  Very  well.  And  then  the  price  to  which  tho 
refined  sugars  went  at  wholesale  was  $7.987 1 

Mr.  Gardiner.  Yes;  although  next  week  the  prices  were  adjusted 
to  the  new  basis  of  $7.45  loss  2.  At  least,  that  was  my  understand- 
in"^    I  have  not  been  to  New  York  and  heard  it. 

The  Chairman.  You  do  not  know  whether  that  is  true  or  not? 

Mr.  Gardiner.  I  feel  very  sure  it  has  been,  because  it  was  an- 
nounced. 

Senator  Jones.  Did  any  of  this  new-crop  sugar  actually  get  on  to 
the  market  in  December? 

Mr.  LuEDER.  Yes,  sir. 

Senator  Jones.  How  much  of  it? 

Mr.  LxTEDER.  I  could  not  tell  you  how  much,  but  I  think  thcro 
were  fullv  25,000  bags  of  Porto  Ricos — I  myself  sold  about  1,000 
tons  of  rerus  on  that  basis,  old-crop  sugar,  and  some 

Senator  Jones.  But  I  am  speaking  of  Cubas. 

Mr.  LuEDER.  I  mean  to  say  all  sugars  wore  based  on  tho  Cuba 
price. 

Senator  Lodge.  All  cane  sugars  rest  on  that? 

Senator  Jones.  Yes;  that  is  what  I  am  trying  to  get  at — whether 
the  sugar  was  actually  in  Now  York. 

Mr.  LuEDER.  Yes,  sir.  That  is  tho  only  way  they  would  buy 
them— arrived  in  New  York. 

Senator  Jones.  Whom? 

Mr.  LuEDER.  The  international  committee. 

Senator  Jones.  But  I  am  speaking  of  the  refined  granulated 
sugar. 

The  Chairman.  Did  that  get  on  the  market? 

Senator  Jones.  Did  any  of  that  sugar  get  on  tho  market? 

The  Chairman.  Made  Irom  tho  new  crop  ? 

Mr.  Lueder.  I  am  not  able  to  say  definitely. 
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The  Chairman.  You  hare  discussed  now  the  question  of  the 
causes  that  made  the  prices  rise  during  the  year.  What  is  the  fact 
with  reference  to  the  way  Cuban  sugars  now  have  to  reach  the 
world's  markets?  Are  they  dependent  for  their  bottoms  practically 
altogether  upon  Americii  and  the  allies? 

\&.  LuEDER.  Yes,  sir;  they  are,  through  the  Shipping  Board. 

The  Chairman.  If  America  and  the  allies  were  to  tiave  agreed 
upon  the  proportion  of  sugar  that  was  to  be  allotted  to  each,  so  that 
there  would  not  have  been  a  contest  as  to  that  sugar,  and  the  Amer- 
ican sugar  had  then  been  allowed  to  be  purchased  by  the  American 
refiners  in  the  ordinary  way,  and  the  whole  American  sugar  situation 
left  without  any  further  control  except  that  the  Government  had 
declared  an  embargo  upon  shipments  of  sugar  abroad  from  this 
country,  what  would  have  been  the  effect  on  prices  for  next  voar? 

Mr.  LuEDER.  Basing  it  on  the  10  years*  experience  prior  to  tliis  one, 
my  opinion  is  that  the  market  would  have  taken  a  natural  down- 
ward tendency,  because  of  the  prospective  supplies  available  for 
this  countiy. 

The  Chairman.  What  do  you  say  about  that  supply,  as  to  whether 
it  would  be  sufficient  or  insufficient? 

Mr.  LuEDER.  I  would  consider  it  sufficient,  in  view  of  the  pros- 
pective restrictions  and  conservation  plans  for  consumption. 

The  Chairman.  What  do  you  mean  by  that? 

Mr.  LuEDBR.  Well,  the  general  tendency — I  think  this  country  is 
bound  to  economize  on  sugar.  They  have  learned  it.  They  will 
soon  get  get  accustomed  to  it,  and  the  restrictions  as  ordered  tlirough 
the  I^oou  Administration. 

The  Chairman.  Which  do  you  think  is  the  most  important,  to 
cut  down  the  use  of  sugars  in  making  candies  and  fancy  drinks  and 
things  of  that  sort,  or  to  cut  down  in  the  families,  on  the  table  of 
the  people? 

Mr.  LuEDER.  I  think  to  cut  down  candies  and  fancy  drinks. 

The  Chairman.  Is  it  or  is  it  not  a  fact  that  the  candy  manufac- 
turers have  been  notified  that  they  can  go  up  from  60  per  cent  of 
sugar  to  80  per  cent,  and  in  a  short  time  it  is  expected  that  they  will 
be  allowed  a  full  100  per  cent? 

Mr.  LuEDER.  Yes,  sir — ^well,  that  applies  to  all  manufacturers. 

The  Chairman.  That  applies  to  all  manufacturers  ? 

Mr.  LuEDER.  Yes,  sir. 

The  Chairman.  Of  every  kind  ? 

Mr.  LuEDER.  Who  have  big  plants. 

The  Chairman.  Coexistent  with  that  state  of  affairs,  in  which  the 
factories  are  being  assured  that  they  can  have  100  per  cent  of  sugar 
in  a  little  while,  have  there  been  any  orders  or  statements  made  to 
the  effect  that  the  people  are  to  be  required  to  cut  down  their  sugar 
consumption  ? 

Mr.  LuEDER.  Yes,  sir.  Originally  an  announcement  came  out  in 
the  papers  which,  however,  appears  to  have  been  misauoted,  from 
later  developments.  The  origmal  announcement  said  tnat  the  con- 
sumption of  sugar  was  to  be  cut  down  to  3  pounds  per  capita  per 
month  per  person. 

Senator  Jones.  Do  you  think  that  would  cut  it  down  any?  You 
have  heard  what  has  been  testified  to  here. 

Mr.  LuEDEB.  That  would — 3  pounds  per  capita  per  month. 
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Senator  Jones.  For  domestic  consumption  ? 

Mr.  LuEDER.  Yes,  if  it  were  per  capita.  You  see,  the  announce- 
ment came  out  that  way  in  the  papers,  and  New  York  reported  it  as 
tliat.  Since  then — ^in  my  mind  it  is  somewhat  uncertain — afterwards 
certain  papers  reported  that  it  was  to  be  3  pounds  per  person  per 
month,  which,  of  course,  is  not  a  per  capita  consumption. 

Senator  Jones.  Why  is  it  not  ? 

Mr.  LuEDER.  Because  it  only  refers  to  the'household  requirements. 

The  Chairman.  What  is  tne  difference  between  3  pounds  to  a 
person  and  3  pounds  per  capita  ? 

Mr.  LuEDER.  Three  pounds  per  capita  is  figured  on  all  the  sugar 
that  goes  into  consumption  in  the  country.  If  yoasay  3  pounds  per 
person  in  the  household  per  month,  that  excludes  the  manufacturing 
sugars  entirely. 

Senator  Jones.  You  understand  that  this  3  pounds  is  the  domestic 
consumption — ^I  mean  the  household  consumption  ? 

Mr.  LuEDER.  Yes,  that  makes  a  big  difference. 

Senator  Jones.  How  much  do  you  understand  that  the  household 
consumption  was  before  this  order? 

Mr.  LuEDER.  I  do  not  know.     I  heard  Mr.  Gardiner  testify. 

Senat6r  Jones.  Then  you  do  not  know  whether  that  is  a  cutting 
down  of  consumption  at  all  or  not  ? 

Mr.  Lueder.  No.  I  heard  Mr.  Gardiner  testify  it  would  not  bo  a 
cutting  down  if  it  were  3  pounds  per  person  per  month,  but  those 
are  disputed  figures. 

The  Chairman.  Well,  if  nobody  knows  what  the  consumption  is, 
then  to  say  that  you  are  going  to  cut  the  consumption  down  to  3 
pounds  means  nothing,  because  you  do  not  know  whether  that  is 
cutting  it  duwn  or  cutting  it  up? 

Mr.  Lueder.  Apparently. 

The  Chairman,  x  ou  have  the  choice,  then,  either  between  saying 
that  it  does  mean  a  cut  down,  or  else  saying  that  something  idiotic 
has  been  proposed.    That  is  about  where  wo  come  out,  is  it  not? 

Mr.  Lueder.  Well,  the  proportion  of  figures  is  fairly  close.  They 
have  been  estimated  for  years. 

The  Chairman.  We  assume,  therefore,  that  it  means  a  cut  down- 
ward that  is  intended.  Now,  jrou  say  you  saw  these  first  statements 
in  the  New  York  papers,  and  since  then  there  has  boon  some  correc- 
tion.   Do  you  know  what  document  corrected  it  ? 

Mr.  Lueder.  No. 

The  Chairman.  I  will  ask  you.  Judge  Lamb,  if  you  know  what  tho 
actual  order  or  proposition  was  in  the  food  control.  Have  you  tho 
circular  hero  ? 

Mr.  Lamb.  I  think  it  is  in  one  of  those  packages. 

The  Chairman.  Let  us  get  what  that  is.  I  should  like  to  scttlo 
that  question.     It  would  be  in  this  '^daily  press,''  would  it  not? 

Mr.  Lamb.  No;  I  think  it  would  be  in  the  little  package  there. 

Senator  Jones.  While  ho  is  looking  for  that,  I  will  ask  you  if 
your  business  has  been  interferred  witn  to  any  extent  by  what  has 
been  done  by  the  International  Sugar  Commission  and  the  food 
control? 

Mr.  Lueder.  Why,  yes,  sir.  Our  hands  have  been  to  a  lai^o 
measure  tied.  I  mean,  the  machinery  usually  employed  for  attract- 
ing sugar  to  this  market  in  an  open  and  free  market  has  been  modo 
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unusoful  to  a  certain  extent  as  it  stood  during  the  months  of  Novem- 
ber and  December. 

Senator  Jones.  In  other  words,  the  sugar  importer  and  exporter 
have  practically  ffone  out  of  business  1 

Mr.  LuEDER.  Well,  not  necessarily.  You  see,  we  have  the  other 
line.  too.    We  are  not  limited  to  sugar.    We  have  coffee. 

Senator  Jones.  No;  but  I  mean  so  far  as  su^ar  is  concerned. 

Mr.  LuEDER.  The  business  has  been  affected,  I  suppose,  like  every 
other;  the  refiner's  business  has  been  affected.  In  fact,  everybody's 
business  in  sugar  has  been  affected. 

Senator  Jones.  I  am  just  asking  you  about  your  business. 

Mr.  LuEDER.  Yfs,  sir;  it  has  been  affected. 

Senator  Jones.  Quite  materially,  has  it  not? 

Mr.  LuEDER.  I  do  not  think  so. 

Senator  Jones.  Are  you  making  about  the  same  profit  now  in 
impoi  ting  and  exporting  sugar  that  you  were  before  ? 

Mr.  LuEDER.  NOf  sir ;  we  do  not  usually  do  it  at  the  end  of  the  year. 

Senator  Jones.  Do  you  anticipate  the  same  profit  under  this 
system  that  you  made  in  the  past? 

Mr.  LuEOER.  I  do  not  think  so. 

Senator  Jones.  I  do  not,  either,  and  that  is  why  I  was  asking  you. 
What  are  your  business  estimates  as  to  the  situation?  Do  you 
expect  to  engage  in  the  import  and  export  of  raw  sugars  under  this 
system  ? 

Mr.  LuEDER.  No,  sir;  we  do  not,  except  in  a  moderate  way,  as  we 
%  have  done. 

The  Chairman.  If  everybody's  mouth  was  to  bo  closed  in  the 
sugar  business  because  he  had  some  possible  interest  in  it,  that 
would  close  the  mouth  of  everybody  wno  has  been  handling  sugar, 
would  it  not?  Because  they  have  all  been  interfered  with  to  some 
extent? 

Mr.  LuEDER.  They  all  have  to  my  knowledge;  there  is  not  a  sugar 
house  that  has  not  been  affected. 

The  Chairman.  And  if  interest  is  to  condemn  every  witness  who 
comes  here,  then  we  might  apply  that  rule  to  Mr.  Hoover  and  his 
employees,  for  they  have  some  interest  likewise  in  sustaining  their 
rulings.     It  seems  to  me  that  is  true. 

(At  this  point  Mr.  Lamb  produced  a  paper  and  handed  it  to  the 
chairman.) 

The  Chairman.  This  must  have  come  out  about  the  10th  or  12th 
of  December — at  least,  before  the  13th  day  of  December.  Was  it 
this? 

Mr.  Lamb.  Daily  press. 

Mr.  LuEDER.  My  recollection  was  that  it  was  changed  very  soon 
after.  It  appeared  in  the  papers  one  day,  and  then  was  changed. 
The  exact  nature  of  the  change  I  do  not  know,  but  there  was  a  wide 
difference  between  per  capita  and  per  person. 

The  Chairman.  I  heard  Mr.  Hoover  testify  here,  and  with  all  due 
respect  I  am  imable  to  say  with  accuracy  now  which  position  he  took, 
but  I  understood  him  to  mean  to  say  that  the  home  consumption 

now  was  about  50  pounds 

Senator  Lodge.  Fifty  to  fifty-five. 

The  Chairman.  Fifty  to  fifty-five  pounds  per  capita  and  that  it 
was  proposed  to  reduce  that  to  36  pounds  per  capita. 
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Mr.  LuEDER.  The  home  consumption  t 

The  Chairman.  Yea. 

Mr.  LuEDER.  He  meant  by  that  the  household  consumption  t 

The  Chairman.  The  domestic,  the  household  consumption.  Now^ 
if  that  was  true 

Mr.  Ltjeder.  There  is  a  difTerence  between  household  consump- 
tion and  per  capita  consumption. 

The  Chairman.  I  do  not  quite  get  your  distinction  on  terms. 
What  I  understood  him  to  mean  was  that  each  person  in  the  United 
States  in  his  home,  on  his  table,  not  counting  the  candies  nor  counting 
the  drinks  that  had  sugar  in  them,  consumed  from  50  to  55  pounds 
of  sugar  per  year.  • 

Mr.  Luedbr.  That  would  make  it  a  proportion  of  about  fm- 
eightlis  against  three-eighths  for  manufacturing,  whereas  somo 
people  believe  it  is  five-eighths  for  manufacturing  and-  three-eighths 
for  home  consumption. 

The  Chairman.  Assuming  that  he  was  right  in  those  figures,  so 
that  there  would  be  an  actuivl  rejiuction  by  reducing  the  consumption 
to  36  poimds,  thon  how  much  sugar  would  that  amount  to  t 

Mr.  LuEDER.  That  is  hard  to  figure. 

The  Chairman.  Well,  not  very.  If  you  take  50  pounds,  a  re- 
duction to  36  would  bo  a  reduction  of  14  ix)uuds. 

Mr.  LuEDER.  Will  you  Pe])eat  that? 

The  Chairman.  I  asked  you  to  state  how  much  of  a  reduction  that 
would  mean.  If  the  domestic  consumption  is  from  50  to  55  pounds, 
how  much  of  a  reduction  would  it  mean  if  it  were  reduced  to  36 
pounds. 

Mi*.  LuEDER.  It  would  be  a  reduction  of  about  30  per  cent — ^about 
35  per  rent. 

The  Chairman.  How  much  would  that  save  in  tons) 

Mr.  LuEDER.  Well,  we  will  figure  tlio  total.  We  will  have  to  go 
back  to  the  total  consumption  for  the  year,  then. 

The  Chairman.  Yes. 

Mr.  LuEDER.  It  has  been  estimated  at  about  4,000,000  tons — ^about 
1,000,000  tons. 

Tlie  Chairman.  And  that  would  make  a  saving  of  1,000,000  tonst 

Mr.  LuEDER.  Yes,  sir. 

The  Chairman.  Even  if  the  factories  were  allowed  to  run  at  full 
blast,  and  everybody  was  permitted  to  make  candy.  Now,  vrith  a 
saving  of  1 ,000,000  tons,  what  do  you  say  about  the  prospect  of  any 
kind  of  sugar  shortage  or  sugar  surplus  in  this  country  for  next  year  ? 

Mr.  LuEDER.  There  would  not  likely  be  a  shortage. 

The  Chairman.  There  would  be  a  great  surplus,  would  there  not, 
in  fact? 

Mr.  LxTEDER.  By  the  end  of  the  year,  yes;  but  there  might  not  bo 
in  this  country. 

The  Chairman.  It  would  be  in  this  country  unless  we  foolishly 
lifted  the  emban:o  and  bt  the  sugar  be  sent  all  over  the  world. 

Mr.  LuEDER.  Yes,  and  if  we  brought  it  here  from  Cuba. 

The  Chairman.  Oh,  of  course,  I  am  assuming  that  we  ffet  the 
Cuban  crop  hero.  There  is  nobody  doubtin?  that  coming  nere,  I 
guess,  is  there? — no  reasonabb  person.  I  wish  you  would  put  into 
the  r^coivl,  as  a  part  of  y<^ur  testimony,  an  estimate  of  the  amount 
of  sugars  that  we  would  have  on  hand  if  this  reduction  to  36  pounds 
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is  effectody  and  assuming  that  Mr.  Hoover  is  ri^t  in  his  statement 
that  the  consumption  oi  the  American  citizen  is  50  to  55  pounds 
per  capita  per  annum. 

Senator  Lodge.  In  the  home,  the  household  ? 

The  Chairman.  Yes. 

(At  the  request  of  the  witness,  the  statement  just  made  by  the 
chairman  was  read  aloud  to  him.) 

The  Chairman.  That  will  be  written  out  for  you,  and  you  can 
give  it  to  me  later.  I  do  not  mean  for  you  to  figure  it  while  you  are 
on  the  stand,  because  I  want  you  to  hand  it  in  to  us,  and  we  will 
put  it  in  the  record. 

(The  witness  subsequently  transmitted  to  the  committee  the 
following  answer  to  the  above  question:) 

Washington,  January  11 ,  101b, 
Hon.  James  A.  Reed, 

Chaurman  Subcommittee  on  Sugar,  Washington,  D.  C, 

Dear  Sir:  Inclosed  I  b^  to  hand  yoii  the  ansrrer  requested  to  your  question 
as  embodied  on  inclosed  sheet  and  as  unaerstood  by  myself: 

"I  wish  you  would  put  into  the  record  as  a  part  of  your  testimony  an  estimate  of 
the  amount  of  sugars  that  we  would  have  on  hand  if  this. reduction  to  3G  pounds  is 
effected ,  and  assuming  that  Mr.  Hoover  is  right  in  his  statement  that  the  consumption 
oi'  the  American  citizen  is  50  to  55  pounds  per  capita  per  annum. 

'*8onator  Lodge.  In  the  home,  the  household. 

"The  Chaikman.  Yes." 

Answer  to  the  above  question,  as  I  understood  it: 

Based  on  the  available  suppties  for  1918  as  tliey  appear  in  Willet  A  Grey's  statistics, 
which  are  already  in  the  record,  if  the  per  capita  consumption  of  50  to  55  pounds, 
assumed  by  Mr.  Hoover,  is  reduced  to  36  pounds  per  capita  as  proposed,  which 
represents  an  approximate  reduction  of  25  per  cent,  based  on  a  total  per  capita  con- 
sumption of  about  80  pounds,  there  would  remain  at  the  end  of  the  campaign  of  1918, 
at  least  1 ,000,000  tons  of  sugar  over. 
Respectfully, 

E.  L.  Luede^. 

The  Chairman.  Now,  assume  that  the  candy  consumption  had 
been  cut  down  50  per  cent,  can  you  tell  us  how  much  we  would  save 
on  that) 

Mr.  LuEDER.  Those  ore  figures  tl^at  I  would  have  to  go  into,  and 
I  think  Mr.  Gardiner  will  qualify  on  those  better  than  I  can. 

The  Chairman.  I  want  to  ask  you  fc^r  your  opinit^n  as  a  sugar 
broker  and  a  man  interested  in  sugar,  whether  or  not  it  does  not 
seem  a  little  absurd  to  be  asking  the  American  peoph  to  cut  down 
the  consumption  of  sugar  in  their  families,  on  their  tables,  and  at  the 
same  time  to  be  issuing  orders  increasing  the  amount  of  sugar  that 
the  candy  manufacturers  can  have  fn^m  50  to  80  per  cent,  and  prac- 
tically promisin^hem  100  per  cent  within  a  short  time? 

Mr.  LUEDER.  That  woula  be  a  question  as  to  which  you  would 
con<*ider  mo^t  necessary. 
•    The  Chairman.  Candy,  or  sugar  on  the  table  ? 

Mr.  LuEDER.  Or  sugar  on  the  table. 

The  Chairman.  I  think  that  is  a  very  proper  answer.  I  do  not 
know  that  I  ought  to  have  asked  the  Question. 

What  do  you  estimate  the  next  Cufcan  crop  to  be,  from  the  best 
-data  you  are  able  to  get? 

Mr.  LuEDER.  About  3,300,000  to  3,400,000  tons. 

The  Chairman.  Tliat  is  a  conservative  estimate,  is  it  not? 

Mr.  LuEDER.  Yes,  sir. 
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The  Chairman.  If  thera  had  been  no  interference  with  the  sugar 
business  in  this  country,  what  is  your  opinion  with  reference  to 
whether  sugars  would  have  been  obtainea  from  points  outside  of 
the  United  States? 

Mr.  LuEDEB.  I  think  there  would  have  been  some  more  su^rs 
available  from  Peru,  from  Brazil,  and  possibly  from  the  Philippines, 
and  some  of  the  sugars  that  went  to  Canada,  I  think,  would  have  been 
available  for  this  market. 

The  Chairman.  If  there  had  been  no  kind  of  interference,  state 
whether  or  not  the  beet  sugars  would  have  begun  to  have  reached 
the  East  during  the  months  of  October,  November,  and  December 
in  order  to  supply  the  great  shortage  that  there  was  there. 

Mr.  LuEDER.  The  cane  sugars  alone  would  not  have  been  sufficient. 
It  woiJd  have  required  the  production  of  beet  sugars  that  would  have 
begun  to  have  reached  the  market. 

The  Chairman.  And  the  prices  that  would  have  been  ultimately 
paid  in  those  markets  would  have  attracted  the  beet  sugars  to  those 
markets,  would  they  not  ? 

Mr.  LuEDER.  According  to  all  precedents,  they  would  have. 

The  Chairman.  Is  there  anything  further  you  wanted  to  saj  to  us  ? 

Mr.  LuEDER.  No.  I  just  wanted  to  put  in  the  record  this  state- 
ment^ that  the  constitution  of  the  sugar  committee  as  it  is  composed 
at  this  time,  of  refiners,  makes  a  dimcult  situation,  and  I  would  like 
to  make  a  suggestion,  that  that  committee  be  composed  also  of  other 
parties,  representing  other  parts  of  the  trade.    That  is  all. 

The  Chairman.  Do  you  think  there  ought  to  be  wholesalers  in 
there? 

Mr.  LuEDER.  Not  necessarily  on  the  international  committee. 
They  mi^ht  be  represented  in  the  distributing  committee;  but  that 
is  the  only  tribunal  we  have,  and  in  a  period  ofstress  like  the  present, 
when  for  a  good  many  purposes  raw  or  washed  sugars  can  be  used  for 
distributing  purposes,  it  is  not  to  the  refiners'  interx^sts  to  grant  that 
privilege,  because  every  pound  of  sugar  that  the  refiner  does  not 
refine,  and  that  goes  into  distribution  without  being  refined,  ho  loses. 

The  Chahiman.  So  that  you  think  it  is  unfair  to  have  refiners  in 
complete  command  of  the  situation? 

Mr.  LuEDER.  Absolutclj^  so,    I  do  not  think  it  is  equitable. 

The  Chairman.  Would  it  not  bo  better,  now,  whoever  is  to  con- 
trol— if  wo  are  to  have  sugar  control— to  have  it  in  the  hands  of  dis- 
intorostod  men — some  disinterested  tribunal? 

Mr.  LuEDER.  Yes,  sir;  composed  of  men  qualified  in  their  capacity 
to  look  after  the  situation. 

The  Chairman.  Do  cither  of  you  gentlemen  from  the  Food  Ad- 
ministration happen  to  have  found  the  testimony  of  Mr.  Hoover  that 
we  were  discussing?  • 

Mr.  Lamb.  I  have  not.    I  have  not  got  it  here. 

The  Chairman.  That  is  all. 

TESTIMOBT  OF  MB.  WILLIAM  W.  OABDITEB— Besumed. 

The  Chairman.  You  were  going  to  give  us  the  amount  of  sugars 
that  wore  exported  from  the  United  States,  and  the  months  ? 
Mr.  Gardner.  Yes.    Here  it  is,  roughly  tabulated. 


Ton".* 

November 683 

December 


Total 100,485 
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The  Chaibmak.  Will  you  not  write  that  out  so  that  it  will  be  a 
plain  statement  that  we  can  put  in  the  record  as  a  part  of  your 
testimony  ? 

Mr.  Gardneb.  Yes,  sir. 

(The  matter  referred  to  was  furnished  by  Mr.  Gardner  on  January 
II9  1918,  and  is  here  printed  in  the  record  as  foUows): 

EzHiBrr  No.  246-A. 

Statement  0/  the  exports  of  refined  sugar  from  New   Forib,  Boston^  Philadelphia,  and 

New  Orleans  during  1917, 

Tons.i 

Total  amount  exported  from  all  sources  in  1917  was 438, 398 

This  can  be  divided  as  follows: 

United  Kingdom,  France,  and  Italy 237,582 

Neutrals 200, 816 

Total 438,393 

I  also  give  below  the  exports  to  neutrals  during  the  months  June  to  December, 

inclusive,  1917: 

Tons.i 

June 28, 220 

July 22,514 

August 27,955 

September 15, 729 

October 5,484 

The  principal  neutral  countries  consisted  of  Ilolland,  Norway.  Sweden*  Switzer- 
land, Denmark,  Greece,  Spain,  and  South  American  countries,  chiefly  Argentina. 

TESTIMONT  OF  MS.  EEBBEST  STASTLET  CONBTELL. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  What  is  your  name  ? 

Mr.  CoNNELL.  Herbert  Stanley  Conneli. 

The  Chairman.  Where  do  you  reside  ? 

Mr.  CoNNELL.  In  New  York  City. 

The  Chairman.  What  is  your  occupation  ? 

Mr.  CoNNELL.  Commission  broker  in  raw  sugar.  I  wotild  like  to 
make  a  distinction,  if  I  may,  there,  between  the  nature  of  the  broker- 
age business  we  do  as  commission  brokers,  and  the  brokerage  business 
which  has  been  described  to  you  by  others  who  are  sometimes  brokers 
and  sometimes  merchants.  Our  business  was  first  established  in  1836, 
and  my  father  succeeded  to  the  business  in  1851,  and  I  have  boon  in 
business  for  the  last  28  years.  During  all  of  that  period  we  have  done 
absolutely  commission  orokerage  busmess  in  sugar.  We  do  not  buy 
sugar;  we  do  act  as  merchants.  We  have  never  had^  any  interest  in 
sugar  properties  or  in  the  article  itself  excepting  an  interest  derived 
from  tno  commissions  on  sales  of  sugar,  on  brokerage  services  ren- 
dered; and  the  clientele  that  we  represent  do  a  rather  different  busi- 
ness, also,  from  that  which  has  been  outlined  to  you  by  other  brokers. 

Our  clients  are  sometimes  shippers,  sometimes  merchant  importers, 
and  merchant  bankers,  who  do  not  operate  in  sugar  and  who  have 
never  been  connected  with  operations  on  the  Sugar  Exchange. 
They  are  old-time  merchants  and  bankers,  who  obtam  thoir  sugars 
through  advances,  at  times,  made  to  the  sugar  plantations  in  the 
dead  season  and  returned  to  them  in  the  form  of  commissions  on  sales 


t  All  tons  2,240  pounds. 
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of  sugars  which  they  later  make,  and  sometimes  sugars  arc  consigned 
to  them  as  firms  known  to  the  planters  who  do  not  require  much  in 
the  way  of  accommodations,  and  who  know  them  to  be  firms  of 
standing — concerns  in  the  sugar  business — and  to  whom  they  can 
entrust  their  sugars  for  sale;  and  it  is  for  that  class  of  merchants  aiid 
merchant  bankers  that  we  have  always  practically  sold  sugar. 

Senator  Lodoe.  You  simply  bring  the  buyer  and  seller  together? 

Mr.  CoNNELL.  That  is  partly  what  we  dj;  we  bring  tlio  buyer 
and  seller  together.    Those  merchants  have  done  a  very  iraportaut 

{>art  of  the  sugar  business,  and  I  think  thoy  have  brought  more  or 
OSS  of  the  conipotition  into  the  business  that  would  have  been  lacki  i; 
if  their  relations  had  been  more  direct  and  speculative.     Tiioy  com- 

Fete  between  themselves  in  the  selling  of  their  sugar,  and  thoy  have, 
think,  been  contributory^  to  supplying  the  market  with  a  great  deal 
of  sugar,  and  to  competition  whi^h  has  tended  to  keep  the  priM)  of 
sugar  within  bounds.  It  is  rather  different  from  the  exchange  bu'i- 
neas  that  has  boon  referred  to,  and  spec^ulative  buying  of  sugar  la 
Cuba,  and  reselling. 

The  Cha[BMan.  Your  firm  is  James  S.  Connell  &  Son? 

Mr.  CoNNELL.  Yes,  sir.  I  am  the  only  surviving  partner.  My 
father  died  in  1912. 

The  Chairman.  1  suppose  that  you  handle  sugars  for  the  dome^ti: 
trade  and  also  for  the  foreign  traae? 

Mr.  CoNNELL.  We  have  done  very  little  foreign  business.  Our 
business  has  almost  entirely  been  for  the  domestij  trade,  with  the 
refiners  and  other  domestic  buyers. 

The  Chairman.  What  are  the  causes  for  the  present  sugar  shortage  ? 

Mr.  CoNNELL.  As  stated  by  others  who  have  gone  before  me,  there 
have  boon  a  number  of  contributory  causes.  The  earlier  causes,  I 
should  say,  started  with  the  shortage  in  the  Cuban  crop,  because 
of  the  revolution,  from  the  expected  yield.  Then  there  was  the 
reluctance  of  the  English  buyer  to  spare  tonnage  for  the  long  voyage 
and  incident  risk,  to  bring  sugars  from  Java  to  the  British  market, 
which  resulted  in  them  tumiho^  to  the  more  convenient  sounos  of 
supply — the  American  market  for  their  refined  sugar  and  the  Cuba 
market  for  considerable  law  sugar.  Then  there  was  an  effect  duo 
to  the  agitation  to  withdraw  the  drawback  on  refined  sugar,  whi^h  I 
do  not  thmk  is  very  important;  for  while  it  did  result  in  England 
turning  to  Cuba  at  that  time  for  raw  su^ar  because  of  the  fear  that 
they  would  have  to  pay  a  cent  a  pound  more  for  refined  when  the 
drawback  was  withdrawn,  they  probably  otherwise  woidd  have 
bought  a  somewhere  nearly  commensurate  quantity  of  the  refined 
sugar  instead  of  the  raws,  it  did  not  make  any  great  difference  in  the 
supply. 

Then  there  was  undoubtedly  some  rise  in  prices  due  to  the  prospect 
of  difficulty  in  getting  sugar  here  on  account  of  the  tonnage  situation 
generally.  Those  causes  were  all  such  as  to  give  warning  of  the 
probable  shortage  here  in  the  late  summer  and  fall  months,  and  if 
that  warning  had  been  heeded,  and  latitude  had  been  given  to  the 
exercising  of  individual  effort  on  the  part  of  the  organized  trade,  if 
refiners  had  not  been  restricted  in  August  from  using  their  judgmeut 
as  to  purchasing  raw  sugars  for  forward  shipment,  that  they  thought 
might  reasonably  come  in  in  time  to  help  them  supply  their  lall 
trade,  and  if  the  raw  sugar  interests  haa  not  been  nampored  on 
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?w^"JJ*  ?{^°^  ^^^^  ^^^^  ^  s^'U  *o  rofinere.  and  "finding  about  that 
ri^o  *  I  •*'v°  xT"*  ^'^  possibility  of  marketing  anything  but  prompt 
pS  r^"':^  ^^^  ^"PP^y  '^^  ^«'".V  li'nitod  tSen;  that  13,  that  thoy 
could  not  got  encouragmcnt  to  bring  forward  raws  a  little  farther 

«ri\f/i'  **u ''^  ."^'§'^^  y®*^  ^°">°  i"  i"  *"no  to  augment  the  late  faU 
T-vT^^         tended  to  aggravate  the  scarcity  of  sugar  in  the  faU. 
ihe  Chaibman.  Lot  mo  understand  you. 
Mr.  CoNNELL,  Yes. 

mluS^^^^^.^^-  \°^  ™<'*."  *^  ^^y  *^»t  t'^o  regulations  which  wer« 
made  which  stopped  the  refiners  buying,  took  possession  of  the  sugar 

TW  n  ^*"'®  '°«  »nt«rforing  causes  that  produced  this  rise  ? 
r»\wL.^^^^b\  ^'^^y.  ^*™  ^^^  ultimate  causes  which  prevented 
minimizing  that  scarcity  which  was  akeady  indicated  by  the  other 
^nrl  J!  "  mentioned;  and  I  may  say,  that  in  the  late  spring  and 
oarjy  summer  months  wc  appreciated  that  there  was  likely  to  be  such 
nnH  r^^'  .-  ^^.°  yroto.to  Mr.  Hoover  in  Juno  in  reference  to  it. 
snrnln«°!?f  Particularly  cal  jng  attention  to  the  fact  that  there  was  a 
PM?;^-  ^"^'''' '"  ^^"^  Philippine  Islands-wo  sell  a  largo  part  of  the 
^hUippme  sugars  that  come  to  this  market,  and  have  for  a  groat 
many  years-and  that  if  efforts  wore  made  to  provide  tonnago  for 
low  n^'''"^  ?  P^^^^f  '^?  ^^^^T  ''"t  ^hero  at  that  time  was  relatively 
ror^onS^  *°  ^^^^^^f  ^^.^  ^shippers  to  pay  tho  tonnago  rates,  or 
r^n/It  *"  tonnage  rates  if  the  Government  controlled  them,  and  get 
wn  V.  f^nT*S"?^u^  ^^""^  ^"g?''  ^  *^«  °^*f ket  here  in  the  fall.  I  think 
^n«  f-T^  J  *  ^^^^^  ^^7  *^°"*  60'0<^0  or  70,000  tons  of  tho  Philip- 
K  J«T^  '^  ^"°t"'  ''^^'^^  ^^^y  ^^'  d^y  sugar,  for  which  there  hks 
amllL  *""  *  ^^r^^''°  '''  ^^«  M  and  sometimes  at  other  seasons, 
and  also  some  Philippme  centrifugal  sugar. 

timo"th.  «L?'*''f  u-  ^''-  ^°"^'"'  ^°  ^^^P^'^'d  to,  stating  that  at  that 
Son  nn  ffi  °^  }*t  P^T"*  "^r-  «"^h  that  ho  was  not  able  to  take 
Smn^^nfoH  f^''  "'''^  ^"^  '■'''^"■^^  '^  *°  the  Shipping  Board,  who  com- 
fn  wS,  "?'.*"1'^  "^"^  had  some  later  correspSndonco  with  them 

n  Tho  fair«^H"Jt'^-°"*  *^  mcroasing  certainty  of  a  shortage  hero 
the  Phil^nni^  ^^°  unportancc  of  maTcmg  early  provision  to  bring 
th«f  «,.„i!P^*-  ^"^''f  ^*'™'  '\  '^  ^"^  to  be  hero  in  time.  A  little  o? 
sottin?f^f^"^'""^^?y  '''^"^  ^^""^  ^^'•o^gh  tho  Government,  I  think, 
thov  1?„^  V  I*  ^'O'-tam  aniount  of  the  interned  German  tonnago  which 
proJucls  JiZ''^'''  ^  b"Vg  Ph  lippine  sugar  with  other  PSilippino 
8  00O  tnnf  il  ?-''*'"y,-  ^  ^^'I^^  It.  amounted  to  perhaps  6,000  or 
to  whiJh  wo  M  if  "''^  °"^  direction-perhaps  not  the  ca^iest- 
rthTnk^ba^fhiRnJ'''-i'"™^'*  '^^  "'^"'^  '■^^  .^"g*"-  «"PP"^s  m  the  fall, 
on  stnf  Utiil  K  f  S'^^u^  ^''ii"^  '^™  "°*  qualified  to  ipeak  accyratoly 
slof^O  nonTn.wi^  *'''"^  *h'  *^^  ^'■'^"1  "«P  approximately  was 

?onncJ?&i  of  ourl  fnf  tf  ""^  ^'''7T{-'^"1^5  ^ad'flffures  from  somo 
tonnections  of  ours  for  whom  we  had  handled  some  Brazil  suaara  in 

StTioStod^o3-^°T  f  i^^*  ^"g'^^  »^«-  inL  thoSe'? 
tlmt  7rom  the  tSp  th«  /ni  "^  ^"i  discourage  them,  for  tho  reason 
on  beo?TcfinedT^flr  if  i^  '^'''  ^•^'n'^  ^^  5^«  ^'^"^  Administration 
iiSn  of  the  S'a^ J''-  p"9rally  understood  that  it  was  tho 
fni;!  ^  r  •  ?.  AdmniLstration  at  the  earliest  date  nossible  to 
ZrJ  <**^*'n''  ''1  th«  general  market  to  that  level    an/Xn  w^ 
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our  attention,  and  naturally  the  merchant  would  not  encourage  his 
shipper  to  send  sugar  forward  here  on  which  there  was  a  prospect 
of  a  loss  of  a  cent  a  pound  or  more;  so  that  that  susar  did  not  como. 

Wo  had  some  sugars  from  Central  America  as  well.  It  is  diflScult 
for  me  to  say  how  much  sugar  could  have  been  brought  in  hero 
during  those  months. 

The  Chairman.  But  the  effect  of  this  artificial  condition  which 
was  created  by  virtue  of  the  arbitrary  seizure  of  the  sugar  market 
was  that  it  barred  out  the  sugars  of  other  countries. 

Mr.  CoNNELL.  Yes. 

The  Chairman.  And  barred  the  sugar  dealers  from  an  opportunity 
to  secure  those  sugars? 

Mr.  CoNNELL.  Yes,  from  cert^^in  other  countries  which  we  have 
sometimes  drawn  upon  for  supplies  in  similar  emergencies. 

The  Chairman.  Now  let  us  get  that  down  to  a  practical  and 
detailed  statement.  You  had  correspondents  in  Brazil  who  had 
sugar. 

Mr.  CoNNELL.  Yes. 

The  Chairman.  They  wrote  hero  wanting  you  to  handle  that  sugar 
as  a  broker? 

Mr.  Connell.  No;  they  wrote  to  our  merchant  clients  iu  New 
York.     We  do  not  handle  any  sugar  direct  from  the  producer. 

The  Chairman.  Very  well;  they  wrote  to  your  clients. 

Mr.  Connell.  Yes. 

The  Chairman.  Proposing  to  send  those  sugars  to  this  country? 

Mr.  Connell.  That  is,  inquiring  whether  there  would  bo  a  market 
for  those  sugars  and  upon  what  basis  we  could  hope  to  scU  thein; 
and  we  discoursged  them. 

The  Chairman.  You  say  you  discouraged  them.  What  did  yon 
tell  them  ?    What  did  you  have  to  tell  them  ? 

Mr.  Connell.  We  told  them  we  had  approached  the  International 
Committee  in  reference  to  that  and  in  reiercnco  to  other  sugars  prior 
to  that,  to  arrive  in  forward  positions,  and  they  told  us — or  Mr.  Mott, 
who  was  the  buying  agent  for  the  International  Committee,  told  us— 
that  they  could  not  tiSk  about  those  sugars  at  aU,  for  the  reason  that 
it  was  the  intention  of  the  Food  Administration  to  reduce  the  price 
of  sugar  as  soon  as  practical,  to  the  level  of  the  fixed  price  of  beet 
sugflT,  granulated. 

The  Chairman.  $7.25? 

Mr.  Connell.  $7.25. 

The  Chairman.  Now,  incidentally,  and  not  to  take  you  from  the 
thread  of  your  talk,  they  have  since  raised  the  price  of  sugar  in  tliis 
country,  have  they  not? 

Mr.  Connell.  Yes;  and  I  may  say  that  it  was  not  found  practicable 
to  reduce  the  price  of  raw  sugars  to  that  level  until  recently,  so  that 
if  we  hid  been  assured  of  the  sale  of  those  sugars,  or  that  the  market 
would  be  maintained  until  a  certain  amount  ot  that  sugar  should 
have  been  brought  here,  for  a  period  that  would  have  enabled  our 
merchants  to  get  it  to  the  market,  probably  a  certain  amount  of  that 
sugar  would  have  come  here.  If  tney  hacfeven  told  us,  as  ^e  askc<l 
them  to,  if  they  would  take  these  sugars  for  shipment  at  a  downward 
scale  of  prices  towards  the  low  level  that  they  hoped  then  to  estab- 
lish, we  might  have  gotten  some  of  them  hero.  But  it  was  not  con- 
ducive to  business  to  know  that  they  hoped  to  break  the  price, 
shortly,  to  the  level  of  $7.25  for  granulated,  on  all  sugar. 
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The  Chathman,  In  other  words,  the  man  who  was  going  to  buy 
those  sugars  would  know  that  before  they  arrived  in  this  country  the 
market  might  have  been  put  at  a  lower  level  by  the  decree  of  the  one 
sugar  buyer  that  was  in  the  country,  Mr.  Mott. 
.  Mr.  CoNNELL.  That  is  so. 

The  Chairbian.  Now,  suppose  that  that  had  not  existed  at  all, 
and  yoii  had  just  had  the  market  conditions  that  existed  as  to  prices 
and  market  conditions  that  existed  as  to  sugar,  but  no  interference^ 
by  any  governmental  aiithoritv,  could  you  have  brought  those  sugars 
here  then  and  sold  them  on  the  market  ? 

Mr.  Ck>NN£LL.  I  think  a  certain  quantity  of  those  svgars  would 
have  come  here,  judging  by  precedent.  I  may  say  that  the  ordinary 
channels  of  the  sugar  business  have  never  faued,  in  my  recollection, 
to  get  a  sufficient  amount  of  sugar  to  this  country  to  prevent  such  a 
shortage  as  we  have  had  lately.  There  was  one  time  only  in  my 
recollection  when  for  a  short  period  there  was  a  considerable  string- 
ency here,  and  that  was  not  due  to  the  fact  that  no  sugar  was  brought 
here  but  to  the  cholera  scare,  I  think  it  was  in  1893,  when  there  was 

Suite  a  Uttle  beet  sugar  brought  here  on  steamers,  that  was  not  dis- 
liarged  owing  to  the  fear  of  contagion. 

Senator  Lodge.  Taose  sugars  were  held  up  at  quarantine  1 

Mr.  CoNNELL.  They  were  neld  up  at  quarantine.  Tiiero  was  some 
littlo  stringency  and  rise  of  price  in  that  year,  but  I  may  say  there, 
too,  that  when  the  mai'ket  for  raw  sugar  touched  a  littlo  over  6^ 
cents  in  August,  1914,  shortly  after  tlie  outbreak  of  war,  which  was 
brought  about  by  very  extraordinary  buying  upon  the  part  of  Great 
Britain  before  tiie  Royal  Commission  on  Sugar  Supply  was  formed, 
that  was  the  highest  price  that  su^ar  had  touched  since  1S89.  That 
^oes  back  to  about  tae  time  that  I  first  entered  the  sugar  business, 
m  1890;  so  that  in  those  years  we  had  some  years  of  bad  crop  con- 
ditions, notablv  those  vears  that  Mr.  Gardiner  referred  to,  when  wo 
had  the  trouble  in  Cuoa  and  that  supply  was  cut  off,  and  yet  tho 
price  never  wont  beyond  what  we  might  call  reasonable  bounds, 
while  the  macjinory  of  the  sugar  business  was  free  to  act  and  use 
their  initiative  to  get  sugar  to  tne  market. 

Tae  Chairman.  Putting  that,  now,  in  a  word,  there  were  in  this 
country  a  lot  of  su^ar  brokers  who  wore  in  touch  with  tho  sugar 
producers  of  tho  world. 

Mr.  CoNNELL.  Merchant  brokers. 

Tne  Chairman.  And  there  were  a  lot  of  sugar  refiners  who  wero 
likowiso  in  touch  with  the  sugar  producers  and  brokers,  and  they 
studied  the  market  conditions  hero,  the  market  conditions  alid  tho 
questions  of  production  and  consumption  ? 

Mr.  CoNXELL.  Yes. 

Tne  Chairman.  And  they  were  always  eagerly  awaiting  a  chanco 
to  get  sugars;  or  if  they  had  sugars,  to  sell  those  sugars?  Tiiat  was 
iho  situation  i 

Mr.  CoNNELL.  That  is  so. 

Tne  Chairman.  So  that  if  there  was  a  sugar  shortage  impending, 
somebody  would  go  somewhere  and  find  tho  necessary  sugar  1 

Mr,  CoNNELL.  They  have  always  boon  able  to,  in  the  past. 

Tne  Chairman.  A  littlo  rise  would  attract  sugars  from  greater 
distances  ? 

Mr.  CoNNELL.  That  is  so. 
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The  Chairman.  And  a  little  rise  in  one  part  of  this  country  would 
attract  sugars  from  other  parts  of  our  own  country,  would  it  not  t 

Mr.  CoNNELL.  That  has  been  so,  and  has  resulted  in  beet  snigars 
reacliing  a  wider  territory  according  to  the  market  conditions. 

Tne  Chairman.  Now,  suddenly,  the  sugar  market  is  entirely 
taken  over  by  the  Food  Control.  The  refiners  are  all  brought  into 
a  room,  and  they  agree  to  take  their  prices  only  from  the  international 
committee;  and  taen  the  international  committee  appoints  Mr. 
Mott,  formerly  with  the  American  Sugar  Kefining  Co.,  to  do  all  the 
buying  and  selling^;  that  is  true? 

Mr.  CoNNELL.  To  arrange  for  all  the  buying. 

Tne  Chairman.  To  arrange  for  it? 

Mr.  CONNELL.  I  do  not  know  that  the  international  committee 
have  ever  bou;jht  sugars  in  their  own  name. 

Tne  Chairman.  And  tien,  with  an  impending  sugar  famine  or 
shortage,  Wiien  you  go  to  Mr.  Mott  with  a  proposition  to  bring  in 
sugars  from  other  countries  ho  tells  you  that  tiie  price  is  going  to 
be  further  reduced,  and  you  do  not  get  the  sugars? 

Mr.  CoNNELL.  That  is  so. 

Tiio  Chairman.  Tuat  state  of  affairs  is  true  not  only  of  you  but 
of  ot-icrs  in  t^ie  trade,  is  not  that  so  ? 

Mr.  CoNNELL.  More  so  of  others,  because  some  others  do  a  larger 
business  in  what  we  call  these  noupriviloged  sugars  than  we  do. 

Tiie  Chairman.  In  your  opinion,  if  there  had  been  no  interference 
whatsoever  with  tLo  sugar  business  except  that  Great  Britain  and 
the  allies  and  the  Utiited  States  together  controlling  all  tonnage 
had  simply  quit  bidding  against  eaca  other  for  the  Cuban  sugar^ 
would  we  liave  had  tj  Js  sugar  famine  in  the  United  States,  if  tiie 
sugar  committee  had  been  allowed  to  go  on  the  market  and  buy 
and  sell? 

Mr.  CoNNELL.  Well,  there  were  so  many  imusual  conditions  here 
that  I  would  not  like  to  say  that  I  think  no  control  was  necessary. 
I  think  probably  the  food  control  was  instrumental  in  bringing  tEo 
foreign  interests  into  harmony  with  us  on  that. 

Tne  Chairman.  I  am  not  talking  about  the  food  control'  I  am 
assuming,  now,  that  we  have  done  what  everybody  knew  had  to  be 
done  and  which  was  done  with  reference  to  all  our  cereals  and  was 
done  with  reference  to  all  our  farm  products  and  all  our  meat  prod- 
ucts, namely,  there  was  some  kind  of  an  arrangement  arrived  at  by 
which  the  amount  that  we  were  to  give  up  to  the  allies  was  limited  by 
passing  through  some  agency;  I  am  assuming  that. 

Mr.  Conn  ELL.  Yes. 

Tne  Chairman.  Assuming  that,  and  that  the  sugar  market  had 
been  left  to  the  world's  market,  and  with  the  world  to  draw  on, 
what  would  have  been  the  effect  on  the  price  of  sugar  ? 

Mr.  CoNNELL.  My  opinion  is  that  the  prices  would  not  have  ad- 
vanced materiaUv  in  the  period  from  Au^st  to  December,  and  that 
more  sugar  would  have  oeen  made  available,  both  in  the  way  of 
beet  refined,  and  in  the  way  of  some  further  imported  raws*  for 
requirements  during  that  period,  allowing  the  machinery  of  the  trade 
to  operate  in  a  normal  way  without  other  restrictions. 

The  Chairman.  What  was  the  natural  effect  of  putting  the  nrice 
of  beet  sugar  at  $7.25  at  the  seaboard,  when  the  factory  was  able  to 
sell  for  $7.25  or  better  at  its  doors?  What  was  the  natural  effect 
of  that  ? 
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Mr.  CoNNELL.  I  should  say,  in  view  of  the  further  fact  that  the 

Erice  of  $7.25  was  assured  to  them  for  their  crop,  the  tendency  would 
e  to  hold  back  the  surplus  of  the  crop  for  which  there  was  no  im- 
mediate demand  in  theirlocal  territory,  imtil  a  little  later,  and  market 
it  there  at  the  full  price  rather  than  absorb  the  extra  freight  which 
would  have  been  necessary  to  lay  it  down  on  the  Atlantic  seaboard. 
I  am  not  in  the  refined  sugar  business.  I  am  only  speaking  just 
fn)m  my  general  judgment  of  the  market. 

The  Chairman.  You  have  here  a  statement  wliich  you  have  handed 
me.     Do  you  desire  to  put  that  in  the  record  ? 

Mr.  CoNNELL.  It  might  be  interesting.  That  statement,  I  may 
say,  was  compiled  from  data  that  we  gathered  from  time  to  time, 
information  and  opinions  that  we  expressed,  mostly  to  our  clientele. 
It  was  all  gathered  before  this  inquiry  was  expected,  and  it  was  with 
a  view  of  posting  our  customers  on  what  wo  bcUevcd  to  be  the 
tendency  oi  sugar  control  developments,  and  our  views  as  to.  in  a 
measure,  what  plan  of  control  might  operate  most  satisfactorily.  I 
would  be  glad  to  read  that  into  the  record  if  you  desire. 

Tne  Chairman.  We  will  file  this,  and  we  will  print  such  parts  of 
it  as  we  deem  to  be  proper. 

(The  paper  referred  to  was  marked  by  the  stenographer  ''Exhibit 
No.  246.") 

Mr.  CoNNELL.  I  would  say  in  that  connection  that  it  was  the  under- 
standing of  the  trade  that  more  or  less  the  plan  of  control  that  we 
outlined  was  to  be  followed;  that  in  an  interview  I  had  with  Mr. 
Rolph  which  I  sought  for  the  purpose  of  ascertaining  whether  a 
direct  control  was  contemplated  that  would  more  or  less  interfere 
with  the  former  channels  of  business,  he  told  me  that  was  not  intended, 
and  that  the  purpose  of  the  Food  Administration  was  to  exercise 
a  reasonable  control  over  prices,  and  to  supervise  the  apportioning 
and  distribution  of  sugar. 

The  Chairman.  That  will  be  all.  I  thank  you  very  much,  Mr. 
Connell. 

(The  statement  above  referred  to  is  here  printed  in  the  record,  as 
follows:) 

Exhibit  No.  24G-B. 

Jameh  S.  Connell  <&  Son, 

New  York,  January  4, 1918 • 
Hon.  James  G.  Reed, 

United  States  Senator  from  Missouri^ 

Washington^  D.  C. 

Dbab  8ir:  The  writer  this  date  received  a  telegram  from  the  Seiigeant  at  Anns  of 
the  Senate  requesting:  his  attendance  in  Washington  at  10.80  a.  m.  on  Monday  next, 
January  7,  before  your  committee,  and  has  replied  that  he  will  be  present  at  that  time. 

In  anticipation  that  the  time  might  come  when  I  would  feel  impelled  to  give  public 
expression  to  very  positive  views  which  I  have  entertained  for  some  time  past  with 
reference  to  sugar  control,  I  prepared  a  statement  ^f  developements  relating  thereto, 
which  have  come  to  my  particular  notice  and  in  which  I  have  to  an  extent  been  per- 
sonally concerned;  and  it  seems  to  me  proper  that  I  should  submit  a  copy  of  the 
statement  to  you  at  this  time  for  your  information  and  consideration. 

This  statement  covers  more  or  less  fully  the  testimony  bearing  upon  sugar  control 
that  I  eihall  foe  able  to  certify  to,  if  called  ufwn,  and  upon  it  I  shall  be  glad  to  be  ques- 
tioned and  am  willing  to  stand. 

I  wieh  particularly  to  note  that  no  personal  animo<iity  or  partisan  views  have 
prompted  the  position  I  have  taken  in  this  matter,  nor  have  I  had  any  intention  of 
emb^rra8Bing  the  Food  Admtnifitratlon  in  its  conmiendable  efforts  to  ameliorate  dis- 
tressing conditions,  which  it  is  charged  with  remedying. 
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Whether  it  would  be  practical  at  this  time,  when  mirh  progress  has  been  made  in  ao 
entirely  different  direction,  to  revert  to  what  we  believe  to  have  been  the  original 
policy  of  sugar  control  contemplated,  I  am  not  at  all  confident,  although  I  have  fell 
that  this  plan  should  first  have  been  tried.  As  my  sentiments  are  most  loyal  toward 
the  Government  and  its  apT>ointcd  instrumentalities,  and  mv  first  interest  in  thi^ 
matter  is  that  an  equitable,  efficient  working  plan  of  control  shah  be  adopted,  I  would 
rather  sec  the  powers  of  tne  Food  Administration  extended  so  that  it  may  be  in  a 
po3ition  to  fulhll  all  promises  made  and  all  obligations  incurred  as  a  Government 
agency  than  that  an  indecisive  and  irresponsible  course  be  followed,  which  the  Food 
Administration  is  without  adequate  power  to  effectively  carry  through.  I  am. 
Very  respectfully,  yours, 

Herbert  S.  Connell. 

(One  matter  not  touched  upon  elsewhere  in  these  statements:  The  importance  of 
enforcing  the  reduction  in  per  capita  consumption,  suggested  by  the  Food  Administra- 
tion, from  say  about  85  pounds  per  annum  to  3  pounds  per  month,  or  36  pounds  per 
annum.) 

With  estimated  crof)s  from  domestic  sources  (beets  and  Louisianas),  from  the  United 
States  insular  possessions  and  from  Cuba  (only),  excluding  San  Domingo  and  other 
West  India  su^r.  Central  American,  South  American,  and  all  other  nonprivileged 
sugar,  amounting  to  approximately  5,500,000  tons,  there  would  seem  to  be  no  real 
necessity  for  bringing  about  a  reduction  in  the  United  States  consumption  from 
approximately  4,000,(X)0  tons  to  approximately  1,800,000  tons  because  of  any  expected 
shortage  in  the  quantity  of  sugar  in  sight  for  the  requirements  of  the  United  States 
and  the  allied  countries. 

Some  excuse  might  be  found  for  retrenchment  in  the  use  of  su^r  at  this  time  on  the 
ground  that  there  may  be  a  holding  back  of  supplies  for  a  certam  period,  due  in  part 
to  the  complexities  of  the  present  market  situation  and  difficulties  in  the  way  of 
sccomplishmg  business:  as  well  as  necessitated  by  a  lack  of  sufficient  tonnage  to  bring 
forward  the  full  quantity  of  sugar  for  indicated  requirements  of  the  near  future;  also 
because  of  possible  interference  with  the  free  distribution  *  of  sugar  throughout  the 
country  on  account  of  internal  transportation  difficulties. 

These  factors  might  result  in  an  automatic  reduction  in  consumption  for  a  while  to 
come,  which  could  not  entirely  be  made  up  later.  On  the  other  nand,  if  such  diffi- 
culties are  overcome  through  effective  Government  control,  there  would  seem  likely 
to  be  more  than  sufficient  sugar  available  for  domestic  needs  and  the  requirements  of 
the  allied  countries  later  on. 

Herbert  S.  Connell, 
0/  the  Firm  cf  James  S,  Connell  4r  Son. 

January  4, 1918. 
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^  The  writer  has  been  a  broker  in  raw  sugar  in  the  New  York  market  for  the  past  28 
years  continuing  a  business  first  estabiisned  at  105  Wall  Street,  this  city,  in  1836. 
to  which  my  father  and  late  senior  partner  James  S.  Connell  succeeded  in  1851,  and 
of  which  he  remained  the  active  head  for  62  years  (until  his  death,  in  1912). 
^Despite  the  increasingly  serious  developments  in  the  sugar-control  situation  siDce 
the  international  sugar  committee  began  to  put  its  plan  into  o^^rution,  threatening  a 
disruption  of  the  business  as  organized  if  not  the  complete  elimination  of  established 
mediums  through  which  the  sugar  business  had  previously  been  conducted,  my  finn 
refrained  from  indulging  in  personal  criticism  of  the  international  suear  committee  as 
constituted  or  of  the  motives  which  prompted  the  plan  of  control  aetermined  upon 
by  this  committee  presumably  with  the  approval  ox  the  Food  Administration. 

However  as  a  matter  of  individual  conviction  and  thorough  a  sense  of  dutv  to  our 
constituents  we  have  taken  occasion  to  question  the  wisdom  of  a  direct  ana  drastic 
governmental  control  as  calculated  to  work  a  permanent  and  undesirable  chai^  ia 
the  sugar  business  unnecessarily  harmful  to  the  interests  of  the  long-established 
firms  who  have  heretofore  conducted  same,  as  well  as  tending  to  operate  unfavorably 
for  the  interests  of  the  Government  itself. 

We  have  felt  and  so  stated,  that  an  equally  satisfactory,  if  not  superior,  policy  of 
control  might  have  been  evolved  along  the  lines  which  the  sugar  trade  was  given 
reason  to  believe  it  was  the  intention  of  the  Food  Administration  to  follow,  which  would 
have  )>ermitted  the  realization  of  the  publicly  expressed  wish  of  the  Food  Adminis- 
tration that  the  old  methods  should  be  preserved  and  the  business  continue  to  N 
conducted  through  former  channels. 
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The  writer  had  an  interview  with  Mr.  Rolph  in  Washington  on  September  10. 
bavin?  gone  there  for  tbe  purpose  of  confirming  at  first  hand  the  assurances  received 
from  tne  Food  Administration  as  to  its  intentions  with  respect  to  the  legitimate  brokers 
in  raw  sugar  and  to  ascertain,  if  possible,  something  of  the  method  of  control  which 
the  international  sugar  committee  had  in  view. 

My  firm  had  previously  addressed  a  letter  to  Mr.  Hoover,  under  date  of  August  30. 
setting  forth  the  exact  nature  of  business  in  which  we  were  engaged  and  expressing 
a  hope  that  the  Food  Administration  did  not  contemplate  taking  action  that  would 
be  inimical  to  the  interests  of  ourselves  and  others  conducting  a  like  business.  To 
this  letter  we  received  a  reassuring  reply  from  the  Food  Administration  under  dale 
of  September  1.  over  the  signature  of  Mr.  George  M.  Rolph,  chairman,  in  which  ho 
stated:  "We  know  of  no  reason  why  you  should  have  any  concern  in  reference  to 
continuation  of  your  business  in  the  future  as  in  the  past.  Speculative  profits  will 
be  eliminated  but  reasonable  compensation  for  services  as  actually  rendered  in  the 
BJile  and  distribution  of  food  products  will  not  be  disturbed  by  the  Food  Adminis- 
tration.'* / 

(Our  firm  has  never  speculated  or  had  any  other  interest  in  sugar  than  that  derived 
from  le^timate  commissions  for  brokerage  services  rendered.) 

Certain  public  utterances  of  Mr.  Hoover  and  others  in  reference  to  governmental 
intentions  concerning  sugar  control  as  published  in  the  daily  press  caused  me  some 
apprehension,  which  prompted  a  telegram  to  Mr.  Rolph  asking  for  an  interview,  and 
not  having  yet  received  a  reply  thereto  (which,  however,  arrived  later;.  I  left  for 
Washington  on  the  9th  and  saw  Mr.  Rolph  the  next  morning  as  above  stated. 

At  this  interview  I  said  that  I  did  not  ({uestion  the  good  raith  of  himself  and  of  the 
Food  A'lrainistration  in  their  declaration  of  a  favorable  attitude  toward  the  raw- 
tfugar  brolcers,  but  that  it  had  occurred  to  me  that,  if  thu  Food  Administration  should 
later  deem  it  expedient  to  exercise  a  more  direct  and  complete  control  over  the 
industry— aa  it  had  lately  been  stated  in  the  press  tnight  result-  this  might  operate 
to  automatically  tsike  business  out  of  the  old  cnannels,  notwithstanding  the  expressed 
wish  of  the  Food  Administration  that  this  should  not  be  done.  I  suggested  that  this 
would  lively  be  the  case  it  the  Food  Administration  intervened  direct! v  between  the 
producer  and  shiprier  of  sugar  and  refiners  or  other  purchasers;  if  the  ^ood  Adminis- 
tration itself  purchased  sugar  or,  with  the  cooperation  of  the  (  uhan  Government, 
agreed  upon  a  price  at  which  the  crop  or  an  important  quantity  of  sugar  woa  to  be 
purchased  or  ta.cen  over;  or  If  the  international  sugar  committee  should  decide  that 
a  more  effective  control  could  be  exercised  through  treating  with  a  pool  of  the  larger 
selling:  interests  in  «  uba  or  here. 

Mr.  Rolph  definitely  stated  that  it  was  not  the  intention  of  the  Food  Administra- 
tion to  pursue  any  of  these  methods:  that  the  international  committee  of  five  mem- 
1>ers  would  not  even  consider  undertaking  the  many  details  —involving  the  enormous 
incident  labor  and  expense — necessary  to  control  sugar  in  such  a  way:  that  he  as  a 
sugar  man  appreciated  the  necessity  for  wording  through  existing  mediums,  and  that, 
if  they  did  follow  such  a  plan  (to  quote  his  own  words),  **what  would  be  the  result 
when 'the  war  is  over,  say,  three  months,  six  roonlhe,  or  a  year  from  now:  we  would 
have  destroyed  the  machinery  of  the  business  and  who  would  then  carry  it  on.** 

Mr.  Rolph  further  said  that,  the  raw-sugsur  brokers  could  be  perfectly  comfortable 
and  assured  of  being  able  to  carry  on  their  btisiness  as  before,  for  the  reason  that 
*'thcy  would  transact  business  just  ns  they  had  been  doing,  i-eceiving  offerings  from 
their  former  connections  and  tendering  same  to  the  buyers  for  the  various  refiners'' 
(naming  Mr.  Mott.  of  the  American  Sugar  Ri^fining  «  o.';  Mr.  Post,  of  B.  H.  Howell, 
Son  Sc  <Jo.;  and  Mr.  Smith,  of  the  Federal  Sugar  Refining  •  o.,  etc.).  That  it  was  the 
jntontion  of  the  international  committee  solely  to  exercise  a  control  over  prices, 
when  it  seemed  desirable,  and  a  supervision  over  the  purr*hasing,  n])portioning, 
and  distributing  of  sugar  through  its  arrangement  with  refiners;  in  other  respects  tie 
bufliness  was  to  continue  in  the  old  way. 

While  he  did  not  say  that  there  would  be  no  refiners  on  the  international  com- 
mittee, the  impression  he  gave  me  w:is  there  were  unlikely  to  be:  for  the  reason,  aa 
ho  said,  thnt  *  refiners  would  have  their  own  C(»mmittee  to  confer  with  the  inter- 
national committee  on  matters  affecting  their  interests.'* 

I  returned  from  Washington  very  much  relieved  in  mind:  and,  on  the  day  T  reached 
New  YorK.  advised  my  own  customers  and  other  raw-sugar  brolxers  of  the  results  of 
my  interview:  and,  following  the  course  indicated  bv  Mr.  Rolph,  proceeded  t-o  submit 
offerings  of  raw  sugar  to  refiners,  first  to  Mr.  H.  (.'.  Mott,  then  buyer  for  the  American 
Sugar  Kefinlng  •  o. 

1  was  surprised  when  Mr.  Mott  informed  me  that  refiners  were  not  to  maVe  any 
further  pun^hases,  but  that  all  raw  sugar  thereafter  was  to  be  bought  by  the  inter- 
national sugar  committee.    I  expressed  the  opinion  that  he  was  mistaken,  citing 
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what  Mr.  Rolph  had  told  me,  but  Mr.  Mott  said  that  Mr.  Babst,  president  of  the  Ameri- 
can Sugar  Refining  v  o.  (who  had  nut  yet  been  announced  os  a  niember  of  the  inter- 
national committee^,  maintained  that,  regardless  of  Mr.  Rolph *s  declaration,  the 
committee  was  already  arranging  for  the  buying  of  sugar. 

I  was  then  of  the  opinion,  and  prefer  still  to  believe,  that  the  Food  Administration 
at  that  time  had  no  such  intentions,  but  contemplated  following  the  course  outlined 
by  Mr.  Rolph,  which  view  is  at  tl  is  time  consistent  only  with  the  presumption  that 
some  selHSii  and  sinister  influence  was  instrumental  in  causing  tie  enlije  reveif^l 
upon  the  part  of  tl  e  Food  Administration  and  the  international  committee  of  its 
announced  policy  of  control. 

Threr  was  general  consternation  in  the  sugar  trade  when  the  announcement  was 
made  that  Mr.  Babst,  and  Mr.  Jamison,  of  Arbuckle  Bros,  (both  refiners),  had  heeo 
named  as  two  of  the  American  members  on  the  international  committee  (Mr.  Rolpb, 
alsj  representing  refining  interests,  being  the  t^ird),  and  developments  in  the  su^ar- 
control  situation  from  tiiat  time  have  been  such  as  to  confirm  tl.e  apprehensions  of 
those  affected  thereby,  or  to  increase  their  uncertainty  as  to  the  future  of  their  busi- 
ness interests. 

Under  date  of  November  30,  we  issued  a  special  market  lettor  to  our  clients,  from 
wLicn  we  quote  as  follows: 

"The  closing  of  another  business  week  brings  just  so  much  nearer  the  opening  of 
the  new  Cuban  and  Porto  Rican  seasons;  in  fact,  tiiese  crops  are  already  imderway, 
grinding,  it  is  reported,  having  begun  on  five  centralis  in  ('uoa  and  one  in  Porto  Riro. 
yet  the  outlook  for  business  in  ne\*-crop  sugar  still  remains  uiiFettled,  and  it  mu.st  be 
acknowledged  that  little  new  light  has  been  thrown  upon  the  plan  and  sco|>e  of  control 
whirh  the  Food  Administration  proposes  to  exercise  througn  its  international  eupr 
committee,  nor  has  much  information  been  vouchsafed  as  to  what  freedom  of  action 
will  be  allowed  those  in  the  past  conducting  sugar  business  in  its  various  branches, 
thus  enabling  them  to  take  ne^^essary  steps  toward  reno^lug  their  former  connections 
and  perfecting  plans  for  the  approaching  campaign,  either  alon^^^  old  lines  or  in  con- 
formity with  such  new  regulations  as  the  Foixi  AdminiKtration  may  consider  it 
expedient  to  impose. 

'Detailed  arrangomentH  for  the  financing,  moving,  and  marketing  of  new  Fugar 
have  in  past  seasons  been  well  advanced  before  crops  were  in  such  close  })rogpect  a? 
they  are  to-day;  but  with  the  future  still  clouded  by  uncertainties  and  business  more 
or  less  'in  the  air,'  final  arrangements  of  this  nature  are  to  a  large  extent  held  in 
abeyance. 

**Such  evidence  of  the  policy  conceived  by  the  international  sugar  committee  aa 
have  been  lately  revealed  to  those  not  in  the  committee's  full  confidence  would  seem 
to  foreshado>^  instead  of  merely  a  regulation  of  sugar  values  and  a  supers  ision  by  the 
committee  ovi»r  the  purchasing,  apportioning,  and  distributing  of  sugar,  a  contem- 
plated more  drastic  control  plan,  ^'irtually  taking  over  the  management  and  admin- 
istration of  the  sugar  business.  This  intention  would  seem  to  be  clearly  indicated 
by  the  recent  announcement  that  tJie  Food  Administrator  would  apply  to  Congrps? 
at  the  coming  session  for  an  amended  food-control  act,  giving  tlie  Food  A^minietratioD 
authority  'to  trade  in  sugar.' 

"What  the  effect  of  the  working  of  such  a  plan  will  be  upcn  the  future  of  the  su^ar 
industry— -even  though  some  measures  be  taken  to  protect  or  compausate  interests 
haretofore  actively  engs^d  in  same — ^may  be  surmisod.  There  are  tiose  exp'»rienced 
in  the  business  who  consider  that  a  demonstrated  willingness  upon  the  part  of  the  Food 
Administration  to  S3ek  advice  and  cooperation  from  recognized  expert  authorities  in 
the  trade  would  have  contributed  met?rially  to  the  early  solution  of  many  probl<*nis 
already  encountered  and  certain  yet  to  be  confronted,  and  to  the  working  out  of  an 
equitable  and  eminently  satisfactory  plan  of  control. 

"That  it  is  vitally  in  the  interest,  not  only  of  the  sugar  industry  as  constituted  but 
of  the  Government  itsilf,  that  the  carrying  on  of  important  business  enterprises  should 
b3  left,  as  far  as  possible,  to  business  organizations  of  known  reliability  and  oxj>eriencc 
in  their  spocial  lines,  seems  hardly  open  to  question.  Nor  should  the  contention  that 
8'ich  a  plan— involving  the  adherence  by  the  Food  Administration  to  its  original 
idaa  of  only  price  regulation  and  supervisory  control,  and  pymitting  of  a  continuance 
of  the  firmer  rjlations  between  producers,  shippers,  carriers,  sellers,  and  buyers^ 
should  first  have  been  tri  xl  and  mii^ht  yet  be  found  not  only  feasible,  but  most  defir- 
abl<),  b'^  construed  as  designed  to  embarrass  the  Food  Administration  in  the  discharge 
of  its  prop  IT  functions." 

We  hero  reaffirm  that  our  attitude  on  this  question  was  not  prompted  so  much  by 
Bolf -interest  as  by  pitriotic  motives,  and  a  8o,n3e  of  equity  and  of  obligation  to  our 

Iirinf^inals  anH  to  our  follow  brokers,    ^^e  sill  bolipve  that,  had  the  policy  b<M»n 
oUowed  which  Mr.  Rolph  originally  had  in  mind,  the  result  would  have  been  a  far 
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moT©  equitable,  satisfactoiy ,  and  effective  control  of  sugar  than  has  thus  far  eventiTated ; 
that  business  would  have  progressed  more  expeditiously  and  normally,  without  injury 
to  th?  interests  of  the  many  established  reputable  firms  in  the  various  branches  of  the 
susar  industry  and  with  less  danger  to  the  welfare  of  the  mercantile  community  and — 
through  the  ruination  of  important  business — to  the  best  interests  of  the  United  States 
Government. 

Whether  it  would  be  practical  at  this  time,  when  such  progress  has  been  made  in  an 
entirely  different  direction,  to  revert  to  what  we  believe  to  have  been  the  original 
policy  of  sugar  control  contemplated,  I  am  not  at  all  confident — ^although  I  have  felt 
that  ihls  plan  should  first  have  been  tried.  As  mv  sentiments  are  most  loyal  toward 
the  Government  and  its  appointed  instrumentalities;  and  my  first  interest  in  this 
matter  is  that  an  equitable,  efficient  working  plan  of  control  shall  be  adopted:  I  would 
rather  see  the  powers  of  the  Food  Administration  extended,  so  that  it  may  be  in  a 
pD3ition  to  fulfill  all  promises  made  and  all  obligations  incurred  as  a  Government 
a?»ency  than  that  an  indecisive  and  irresponsible  course  be  followed,  which  the  Food 
Administration  is  without  adequate  power  to  effectively  carry  through. 

Herbert  S.  Connell, 
Of  the  firm  qf  James  S.  Connell  &  Son. 
January  4, 1918. 

Supplemental  to  "Statement  of  developments  in  sugar-control  plans.'' 

GAUSKS  OF  8UOAR  SHORTAGE. 

1.  Cuban  revolution,  resulting  in  a  falling  off  in  the  Cuban  crop  from  earlier  expec- 
tations. 

2.  Reluctance  upon  the  part  of  Great  Britain  to  provide  tonnage  for  the  long  voyage 
and  risk  incident  to  moving  Java  sugars  to  the  United  Kingdom  market. 

3.  A  like  failure  upon  the  part  of  this  Government  to  arrange  for  bringing  Philip- 
pine sugars  to  the  United  States  market. 

4.  Threatened  action  by  Congress  to  abolish  the  drawback  on  refined  sugar,  result- 
ing in  extraordinary  supplemental  Imying  upon  the  part  of  the  allied  interests  of 
Cuban  raws. 

5.  An  exceptional  demand  for  refined  sugar,  in  consequence  of  campaign  for  in- 
creased canning  and  preserving  fruits,  etc. 

6.  A  too  radical  peremptory  attempt  upon  the  part  of  the  Food  Administration  to 
bring  about  a  downward  adjustment  of  sugar  values  inconsistent  with  prevailing 
supply -and-dcmand  conditions. 

7.  The  uncertainty  as  to  plan  of  sugar  control  contemplated,  and  the  degree  of 
freedom  of  action  permitted  to  those  engaged  in  the  handling  of  sugar,  maxing  it 
impossible  for  established  sugar  houses  to  make  customary  arrangements  with  their 
constituents  looking  toward  the  continuance  of  their  business  relations,  or  to  furnish 
them  with  such  definite  information  as  to  the  prospects  of  marketing  their  sugar  as 
would  encourage  them  to  initiate  business. 

.8.  The  unaccoimtable  delay  in  the  marketing  and  countrywide  distribution  of  the 
domestic  crops,  of  which  a  sufficient  quantity  nas  already  been  made  to  have  met 
the  full  requirements  of  the  country  to  date.  That  this  may  in  part  have  been  due 
to  the  original  attempt  of  the  Fooa  Administration  to  generally  adjust  beet  values 
at  once  to  the  7.25-cent  level  for  beet  refined  agreed  upon  would  ssem  to  be  borne 
out  by  the  fact  that,  when  the  price  limit  was  advanced,  a  certain  amount  of  b3et 
refined  was  at  once  released  for  eastern  requirements.  , 

9.  More  recentlv  the  arresting  of  negotiations  for  the  movement  of  new-crop  Cubas, 
promising  to  result  in  a  considerable  shortage  in  receipts  of  same  for  some  time  to 
come,  as  compared  with  the  quantity  received  in  other  seasons,  due  to  uncertainty 
upon  the  part  of  producers,  sellers,  or  their  agents  as  to  the  price  they  would  ulti- 
mately receive  for  their  supar  under  the  new  Cuban  contract;  the  failure  to  date 
to  complete  and  ratify  said  contract;  definite  information  as  to  proposed  freight 
rates;  and,  since  the  annoimcement  of  tentative  rates,  as  to  how  thos'^  rates  were  to 
be  applied  and  who  was  to  absorb  the  extra  freight  above  the  so-called  *'  basic  rate  " 
and  assume  penalties  in  connection  with  loading  and  discharginc  requirements; 
also,  extra  insurance  above  normal  rates;  also  because  of  general  lack' of  information 
as  to  the  plan  by  which  sugar  was  to  be  finally  marketed  or  contracted  for— through 
what  channels  this  was  to  be  accomplished  and  with  whom  contracts  would  be  made. 

Note.— Speaking  for  oureelves,  we  would  not6  that  before  this  date  in  other  seasons 
we  have  often  effected  sales  for  our  clients  of  several  hundreds  of  thousands  of  bags  of 
Cuban  ■i]gar-~in  some  instances  of  entire  output  of  plantations  making,  say,  150  000 
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hof^y  and  for  shipments  extending  through  the  first  four  to  six  months  of  the  vear, 
whereas  owing  to  prevailing  unsettled  conditions  and  uncertainties  above  noted,  we 
have  this  year  sold  only  one  small  parcel  of  5,000  bags  new  crop  sugar,  and  for  this 
lot  shippers,  upon  their  own  authority,  engaged  room  by  a  saiHng  veasel  awaiting 
orders  at  their  port,  for  New  Orleans  (not  through  the  prescribed  channel  of  the 
so-called  *' Cuban  producers'  committee"  and  the  joint  committee  on  West  Indies 
transportation). 

One  of  our  client's  shippers  applied  for  a  steamer  to  take  5/10,000  bags  sugar  in  the 
last  week  of  December,  for  whicn  a  veasel  was  named  by  the  Cuban  producers'  com- 
mittee to  take  5,000  bags,  which  vessel  has  since  been  withdrawn  and  no  other 

substituted- 

Of  our  other  important  principals,  certain  of  whom  have  for  many  years  represented 
planters  controlling  laige  productions  and  others  of  whom  had  already  been  ad\'ised 
oy  certain  planters  whom  they  represented  that  they  expected  to  sell  their  entire 
productions  through  them,  none  have  been  able  to  make  sufficient  progress  in  their 
arrangements  to  enable  them  to  accomplish  business,  or  have  failed  to  do  so  thr.'^ugh 
not  being  able  to  make  firm  tenders  for  early  shipment,  the  international  sugar  com- 
mittee refusing  to  consider  shipments  after  January  10. 

We  beUeve  some  of  our  principals  have  sold,  or  arranged  to  sell,  sugar  direct  to  the 
international  committee,  to  take  the  price  and  conditions  ultimately  agreed  ujran 
between  the  Cuban  Government  and  the  United  States  Food  Administration;  but, 
obviously,  such  contracts  can  only  be  made  by  those  who  actually  own  the  sugar,  or 
whose  control  over  the  sale  of  same  is  absolute. 

There  have  also  been  some  instances  in  which  shippers,  whose  sugars  ordinarily 
come  through  clients  of  ours  here,  owing  to  inability  of  our  friends  to  obtain  firm  ofifers 
for  sugars  or  quote  them  definite  price  that  they  would  ultimateJv  receive  for  same,  or 
because  thev  believed  they  could  sell  to  better  advantage  locally,  have  disposed  o( 
supar  to  Cuban  interests,  commiasions  on  same  being  thus  irretrievably  lost  to  our 
prmcipals. 

A  further  prospective  serious  cause  of  sugar  shortage,  which  we  should  have  included 
above — 

10.  The  scarcity  of  early  available  tonnage  at  the  present  disposal  of  those  ha\dng 
to  arrange  for  the  shipment  of  new  prop  raws. 

Herbert  S.  Connell, 
0/  the  firm,  of  Janiet  S.-  Connell  de  Son. 
January  4, 1918. 

Weekly  Market  Letter. 

November  30, 1917. 

Gentlemen:  Our  last  letter  was  dated  November  22. 

Thanksgiving  holiday  intervening  on  the  29th  instant,  our  letter  is  this  week  iasued 
a  day  late. 

There  has  been  no  important  change  in  the  local  sugar  market  since  last  writing, 
raw  quotations  remaining  nominally  unchanged  for  early  delivery  at  the  international 
sugar  committee's  last  reported  omcial  quotation  of  6.90  cents  delivered  for  96  te^ 
centrifugals,  and  a  Umited  quantity  of  sugar  in  near-by  positions  has  changed  hands 
at  this  level;  also  other  limited  sales  have  been  made  of  n<)nprivil^;ed  sugars  at 
equivalent  price  and  at  5|  cents  c.  i.  f.,  which  works  out  a  small  fraction  less.  Ru- 
mors have  been  current  of  sugar  continuing  to  be  secured  by  trade  buyers  at  above 
the  committee's  official  quotation  for  refimng  purposes,  but  confirmation  of  further 
safes  of  this  character  during  the  week  is  lacking. 

The  following  announcements  have  been  made  public  by  the  International  sugu 
committee  since  our  last  ^under  date  of  28th  instant): 

*'Dr.  William  Marshall,  late  of  Purdue  University,  Lafayette,  Ind,,  has  been 
appointed  chief  statistician  and  comptroller  of  the  international  sugar  committee." 

"A  committee  to  handle  West  India  sugar  transportation  problems  has  been  ap- 
pointed by  the  United  States  Shipping  Board,  with  Mr.  Joseph  Hodgson,  chief  tratfac 
manager  of  the  New  York  &  Cuba  Mail  Steamship  Co.,  as  chairman." 

Mr.  George  M.  Rolph,  chairman  of  the  international  su^r  committee,  is  in  receipt 
of  the  following  letter  from  the  War  Trade  Board  at  Washington: 

November  26, 1917. 
Mr.  George  M.  Rolph, 

Iniemational  Sugar  Committee,  HI  WaU  Street,  New  York  City. 

Dear  Sir:  We  are  granting  licenses  for  export  of  sugar  from  the  United  States 
only  where  the  application  luu9  been  approved  by  the  international  sugar  committee 
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in  accordance  with  the  recommendation  o!  the  Food  Administration,  except  for 
small  quantities  in  special  cases. 
Very  truly,  yours, 

War  Trade  Board, 
By  W.  K.  Macy. 

"Under  this  ruling  of  the  War  Trade  Board  it  will  be  necessary  for  all  parties  dcs'ring 
to  export  sugar  from  the  United  States  to  first  have  their  application  for  export  licenses 
approved  by  the  international  sugar  committee  at  its  omce,  111  \\'all  Street.  New 
York.  Applications  should  be  made  out  in  the  regular  way  and  after  recti ving 
the  approMil  of  the  international  sugar  committee  be  sent  to  the -proper  Government 
department  as  heretofore.  The  approval  by  the  international  sugar  committee  will 
insure  prompt  issuance  of  the  license. " 

The  following  raw  transactions  have  been  confirmed  during  the  week: 

November  27:  800  bags  Surinam  centrifugals,  in  port,  at  5f  cents  c.  i.  f.,  bas.  9C^, 
delivered  to  the  international  sugar  committee. 

November  2&-27:  2,300  tons  Philippine  Islands  centrifugal  sugar,  transshipped  at 
San  Francisco  by  steamer,  via  Panama  Canal,  for  New  York;  understood  at  official 
market  price  of  6.90  cents,  bas.  96°,  delivered  to  the  Warner  Sugar  Refining  Co. 

From  the  fact  that  Philippine  Islands  sugar,  as  above  noted,  has  been  bM 
direct  from  owners  to  refiners,  it  is  our  assumption  that  these  and  other  '^duty-free" 
sugars  are  not  regarded  b^  the  Food  Administration  as  included  under  its  agreement 
with  refiners  and  that  it  is  not  incumbent  upon  owners  of  such  sugar  to  confine  their 
offerings  of  same  exclusively  to  the  international  sugar  committee,  but  that  they 
are  privileged  to  sell  direct,  either  to  refiners  or  trade  buvers. 

Weeklv  Cuban  and  domestic  statistical  figures  are  as  follows: 

For  all  Cuban  shipping  ports  by  cable  ofNovember  26: 

Exports  to  United  States  Atlantic  ports.  5,500  tons;  last  week,  2,580  tons;  in  1916, 
26  636  tons;  in  1915,  28  209  tons. 

Stock.  13  775  tons;  last  week.  23.728  tons;  in  1916.  47  111  tons;  in  1915,  57,211  tons. 

Centrals  grinding.  3;  last  week,  1;  in  1916  none;  in  1915.  none. 

For  United  States  Atlantic  ports,  week  ending  November  27: 

Receipts,  7,845  tons;  last  week,  12,123  tons;  in  1916,  46,105  tons;  in  1915,  32  000 
tons. 

Meltings,  8,000  tons;  last  week,  10,000  tons;  in  1910,  35,000  tons;  in  1915,  47,000 
tons. 

Stock,  8,264  tons;  last  week,  8,419  tons;  in  1916,  70,072  tons:  in  1915,  130,305  tons. 

Conditions  in  the  refined  market  continue  about  as  previously  noted.  1  he  Ameri- 
can and  Howell  are  the  onlv  local  refiners  at  present  m  the  market,  and  it  is  under- 
stood that  rather  less  sugar  has  been  distributed  by  them  during  the  past  week  than 
during  the  week  before.  Quotations  remain  on  basis  of  8.35  cents,  less  2  per  cent, 
for  cn^anulated. 

1  ne  closing  of  another  business  week  brings  just  so  much  nearer  the  opening  of  the 
new  Cuban  and  Porto  Rican  seasons — ^iu  fact,  these  crops  are  already  under  way, 
grinding,  it  is  reported,  having  begun  on  five  centrals  in  Cuba  and  one  in  Porto  Rico; 
yet  the  outlook  for  business  in  new  crop  sugar  still  remains  unsettled,  and  it  must  bo 
acknowledged  that  little  new  light  has  been  thrown  upon  the  plan  and  scope  of  control 
which  the  Food  Administration  proposes  to  oxerciso  througn  its  international  sugar 
committee;  nor  has  much  information  been  vouchsafed  as  to  what  freedom  of  action 
will  be  allowed  those  in  the  pa.it  conducting  sugiu*  business  in  its  vari )us  branches, 
thus  enabling  them  to  tak^  necessary  steps  toward  renewing  their  former  connections 
and  perfecting  plans  for  the  approaching  campaign;  either  along  old  lines  or  in  con- 
formitjT  with  such  new  regulations  as  the  Food  Administration  may  consider  it  expedi- 
ent to  impose. 

Detailed  arrangements  for  the  financing,  moving  and  marketing  of  new  sugar  have 
in  past  seasons  been  well  advanced  before  crops  were  in  such  close  prospect  as  they 
are  to-day;  but,  with  the  future  still  clouded  by  uncertainties  and  business  more  or 
less  *'in  the  air, "  final  arrangements  of  this  nature  are  to  a  large  extent  held  iu  abey- 
ance. 

It  is  understood  that  the  Cuban  Government  Commission,  which  recently  was  in 
conference  with  the  Food  Admimstrallon  in  reference  to  the  fixing  of  a  price  for  the 
season's  sugar  crop,  has  obtained  authority  from  the  Cuban  Government  "to  accept 
offer  of  the  United  States  Food  Administration  of  4.60  cents  f.  o.  b..  bas.  96^,"  and 
is  rotuminj;  to  New  York  to  close  such  ai^reement.  The  international  sugar  committee, 
however,  has  not  been  willing  to  admit  having  committed  itself  on  any  price  for  the 
Cuban  crop,  nor  is  there  reason  to  believ^e  that  the  Food  Administration  ha<«  present 
authority  under  the  law  to  contract  with  the  Cuban  Government  or  \rith  others  for 
flugar  supplies. 
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Sich  evid3nc33  of  thi  policy  coacsivdd  by  the  international  sugar  committee  as 
hiv )  b  131  Utely  r3V3iled  to  tho^o  not  in  thi  committ39'a  full  confidence,  would  seem 
to  far3ih\iow— in?t3id  of  m3r3lv  a  r32:ulation  of  augar  values  and  a  supervision  by 
th3  connitt39  0V3r  th?  pirchirino;,  app3rtionin<y,  and  distributing  of  sugar— a  con- 
tenp!at3d  more  drastic  C3ntr3l  plan:  virtually  taking  over  the  manaq:ement  and  ad- 
mi  ilJtration  of  th3  vd'TUT  bu3iae93.  This  intention  would  seem  to  be  clearly  indicated 
by  th3  repeat  aiiouncement  that  th?  Food  Administrator  would  apply  to  Congress 
at  tha  coTiing  ?3?3ion  for  an  amended  food  control  act,  giving  the  Food  Administiaticn 
authirity  *'to  trade  in  sugar." 

What  ths  effect  of  the  working  of  such  a  plan  will  be  upon  the  future  of  the  augar 
industry — 3vm  though  some  measures  be  taken  to  protect  or  compensate  interests 
herotofora  a^tiv^ly  en^a-^ed  in  same — may  bo  surmisea.  There  are  those  experienced 
in  th3  banners  who  connder  that  a  demonstrated  willingness  upon  the  part  of  the 
Fool  Administration  to  seek  a  1  vice  and  coop5ration  from  recognized  expert  authori- 
ties in  the  trade  would  have  contributed  materially  to  the  early  solution  of  many 
problems  alr.jadv  encountered  and  certain  yet  to  be  confronted,  and  to  the  working 
oat  of  an  equitable  and  eminently  satisfactory  plan  of  control. 

That  it  is  ^^tally  in  the  interest,  not  only  of  the  sugar  industry  as  constituted  bitt 
of  the  Government  itself,  that  the  carrying  on  of  important  business  enterprises  should 
be  left,  as  far  as  possible,  to  business  organizations  of  known  reliability  and  experience 
in  their  special  lines,  seems  hardly  open  to  question.  Nor  should  the  contention 
that  such  a  plan — involving  the  adherence  by  the  Food  Administration  to  its  original 
idea  of  only  price  regulation  and  supervisory  control,  and  permitting  of  a  continu- 
ance of  the  former  relations  between  producers,  shippers,  carriers,  sellers,  and  buyers- 
should  first  have  been  tried  and  might  yet  be  found  not  only  feasible,  but  moat  desir- 
able; be  construed  as  designed  to  embarass  the  Food  Administration  in  the  discharge 
of  its  proper  functions. 

A  line  on  what  may  be  expected  from  the  operation  of  an  opposite  and  unnecessarily 
drastic  policy  of  control  might  perhaps  be  obtained  from  an  article  in  the  National 
City  Bank  of  New  York's  publication.  The  Americas,  volume  4,  No.  2,  of  November 
1917,  under  the  caption,  ''The  further  protest  of  the  British  merchant  organizations," 
from  which  we  quote  the  following  resolutions  presented  by  the  merchants'  com- 
mittee of  the  London  Chamber  of  Commerce,  which  had  been  unanimously  adopted 
by  the  council  of  the  cham^^er: 

"That  this  meeting  c»f  merchants,  manufacturers,  and  traders  supports  the  protest 
of  the  merchants*  committee  of  the  London  Chamber  of  Commerce  against  the  methods 
adopted  by  departments  of  the  Government  in  contrrdling  and  restricting  trade, 
which  has  nad  tne  effe(  t  oi  diminHiing  and  seriously  delaying  the  arrival  of  a\'ailable 
supplies  from  sources  at  h(»me  and  abp>ad  and  of  ramng  the  prices  of  necessary  com- 
mociities.  This  meeting  further  submits  that  the  Government  should  cease  to  act  as 
a  trading  intermediary  oetween  producers  and  consumers,  but  should  utilize  to  the 
fullest  extent  the  services  of  the  ousiness  community,  and  that  control  departments 
should  in  all  cases  be  assisted  or  directed  by  business  men  nominated  by  their  respec- 
tive trades." 

Also  from  an  article  in  the  New  York  Tribune  of  November  30, 1917,  headed  "Once 
busy  merchants  of  England  now  idle  ( lass." 

Perhaps  those  to  whose  notice  this  letter  may  come  do  not  share  the  apprehensiftn 
that  we  have  heard  expressed  in  many  quarters,  and  are  unaware  of  the  increasing 
undercurrent  of  concern  whichs>m3  fe^and  theirfaar  that  the  adoption  of  any  scheme 
of  contn)l  of  sugar  that  does  not  embrace  the  active  cooperation  of  existing  trade 
mediums  will  work  an  undcf^rable  and  permanent  change  in  the  industry;  but  we 
have  felt  it  proper  that  we  should  record  these  views  for  the  information  of  otir  own 
clientele,  and  as  p'»ssibly  of  interest  to  the  trade  in  general. 

The  f'llluwing  announcement  was  made  public  by  the  international  sugar  com- 
mittee late  this  date: 

"At  a  meeting  c»f  the  Cuban  commission  appointed  by  President  Menocal  of  Cuba, 
and  headed  by  Se*or  Carlos  Manuel  de  Cespedes,  with  the  international  sugar  com- 
mittee, held  this  afternocm  at  the  office  of  the  committee  at  111  Wall  Street,  an 
agreement  in  re^rd  to  the  purchase  and  sale  lasis  price  of  Cuban  suears  for  the  com- 
ing cr(»p  was  amved  at,  the  figure  being  4.90  cents  cost  and  freight  New  York,  based 
on  a  30-cent  freight  rate,  which  reflects  an  equivalent  of  about  4.60  cents  f .  o.  b.  Cuba. 
The  actual  price  of  the  sugar  at  New  York  can  only  be  determined  after  the  United 
States  Shipping  Board  has  fixed  tlie'rate  of  freight,  which  point  it  is  hoped  will  be 
settled  witiiin  a  very  few  days.  The  committee  adjoumeci  to  work  out  important 
details  in  c<mnecti(Mi  with  this  immense  transaction.  It  was  reported  by  the  com- 
mission that  a  number  of  centrals  had  already  started  grinding  in  Cuba  and  that  the 
sugar  will  be  shipped  as  rapidly  as  transportation  can  oe  found  to  lift  it." 
Respactfully,  yours, 

James  S.  Connell  &  Son. 
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[New  York  Tribono,  Friday,  Nov.  30, 1917.) 

Once  Bust  Merchants  op  England  Now  Idle  Class. 
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OOVERNMBNT  SUPERSEDES  THE  MIDDLEMAN  AS  NEARLY  EVERY  PORM  OP  MARKETABLE 

PRODUCT  IS  BROUGHT   UNDER  STATE  CONTROL. 

By  Herbert  S.  Oaklet,  British  Economic  Expert. 

London,  November  SO, 

Will  State  control  of  national  supplies  result  in  the  permanent  abolition  of  tho 
middleman  or  merchant?  This  is  a  question  which  is  likely  to  become  as  acute  in 
the  near  future  in  the  United  States  as  it  has  already  become  in  the  United  Kingdom. 

In  England  hundreds  of  thousands  of  merchants  are  woefully  surveying  their  elabo- 
rate showrooms  and  mournfully  going  through  their  lists  of  customers,  wondering  if 
ever  they  will  be  allowed  to  trade  with  them  a^ain.  Almost  every  important  form  of 
marketable  product  has  now  been  brought  under  some  form  of  State  control,  and  in 
practically  every  case  the  immediate  result  has  been  the  elimination  of  the  middle- 
man. Producers  and  consumers  are  being  brought  clo.^e  together,  Mrith  the  State 
acting  as  intermediary  where  such  an  office  is  necessary. 

Indeed,  so  deep  has  the  antagonism  to  the  middleman  gone  that  only  recently  a 
scheme  was  mooted  for  establishing  a  public  company,  with  a  capital  of  $5,000,000,000, 
to  wipe  him  out  altogether.  The  scheme  can  not  be  said  to  have  '* caught  on."  It 
was,  in  fact,  a  fairy-tale  kind  of  proposal.  At  the  same  time,  it  was  thoroughly  symp- 
tomatic of  the  kind  of  thought  which  has  been  engendered  by  the  war  activities  of 
British  Government  departments. 

MERCHANTS  PIGHT  POR  UPE. 

The  merchant  class — and  it  is  an  important  clais  in  tho  he;;^emony  of  British  com- 
merce— has  not  taken  the  new  conditions  lying  down.  The  merchants  are  making 
a  strenuous  fight  for  life  and  are  taking  the  utmost  pains  to  convince  the  nation  that, 
whatever  may  have  been  necessary  for  war  purposes,  the  permanent  control  of  pro- 
duction and  dfistribution  by  the  State  would  not  be  in  the  bedt  interests  of  the  country. 
The  tragic  nature  of  their  case  hardly  needs  demonstrating.  It  can  be  under8ti)od 
when  it  is  pointed  out  that  to-day  the  Government  controls  all  dealings  in  coftee,  coal, 
copra,  diamonds,  feeding  stuffs,  grain,  jute  and  its  fabrics,  leather,  maize,  meat, 
metals,  oilseed,  paper,  petrol,  preserved  meat,  rubber,  sugar,  tea,  tanning  materials, 
tobacco,  wood,  wool,  etc. 

Not  a  single  ounce  or  a  sin^'e  yard  of  any  of  these  materials  may  be  borght  or  sold 
without  the  transaction  receiving  the  sanction  of  the  Government.  In  many  cases 
the  material  is  on'y  purchasable  abroad  frcm  a  neutra^  countiy  or  an  ally,  bit  the 
rule  is  just  the  same — every  transaction  mist  be  canied  throi'gh  under  Government 
licenae.  In  the  bulk  of  cases  the  entire  machinery  by  which  the  trade  was  previously 
conducted  has  been  swept  aside.  Produce  exchanges,  metal  markets,  nnd  ether 
centers  of  barter  have  been  left  derelict  or  have  beccrae  Government  annexes.  Mer- 
chants, agents,  and  brokers  are  out  of  wcrk.  and  businesses  bui  t  rp  by  dozens  of 
years  of  hard  work  and  worth  thousands  of  doliais  a  year  have  crumbled  to  nothing. 

RISES  TAKEN   WITH  PROFITS. 

Of  course,  in  theory  the  closer  the  producer  and  the  consumer  can  be  brought 
together  the  better  for  everybody  concerned.  Theory  does  net  a  ways  work  out  in 
practice,  however,  and  the  merchants  are  dec*aiing  emphatica' jy  that  it  has  net  done 
0O  in  this  case.  In  the  first  p'ace,  they  point  out  that  much  of  Britain's  commercial 
prosperity  has  been  due  to  the  enterpiise  of  the  merchants.  They  have  taken  the 
risks  of  discovering  new  markets  and  new  sources  of  supply.  They  are  the  expert 
buyers  and  sellers  and  have  at  no  litt'e  cost  to  themse  ves  shephetded  the  world's 
necessities  from  the  time  they  have  grown  in  the  fie'd  or  been  hewn  from  the  mine 
through  the  varying  processes  of  manufactuie  until  they  have  reached  the  consimers. 

They  have  made  large  profits,  it  is  true,  but  they  have  a' so  taken  gieat  risks,  and 
the  work  they  have  performed  had  to  be  undei taken  by  rome  one.  To-day  they 
declare  the  efforts  of  the  Government  to  do  the  work  is  proving  a  very  costly  expeii- 
ment  frr  m  the  national  point  of  \iew. 

Manufacturers,  they  say,  owe  a  great  deal  to  the  merchants  who  have  provided 
them  with  the  means  of  dispcsing  of  their  prcdi  (ts  in  the  meet  profitable  markets. 
Without  the  merchants  manufacturers  would  need  to  keep  largely  aLgmented  stafis 
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ani  they  would  be  compelled  to  add  to  their  other  activities  a  close  and  constant 
study  of  the  worM's  markets.  Although  they  are  as  anxious  and  as  willing  as  every 
other  c^ass  of  the  community  to  assist  the  Government  to  carry  through  the  war  to 
a  successful  issue,  they  comp'ain  bitterly  of  useless  interference  with  long-established 
trade  customs  by  nonexpert  civil  servants  with  no  result  either  in  increasing  supplies 
or  lowering  prices.  In  a  report  recently  issued  by  the  merchants'  committee  of  the 
London  Chamber  o(  Commerce  it  is  emphatically  declared  that  the  "action  of  the 
controllers  has  in  many  cases  conduced  to  high  prices  and  ultimate  scarcity." 

"  No  Government/'  it  is  added,  *'  can  control  aU  the  world's  trade  when  free  markets 
in  other  cotntries  attract  supp'ies  at  higher  prices.  Nothing  raises  prices  more 
quickly  than  the  knowledge  tiiat  the  Government  is  buying.  It  is  impossiVe  that 
controllers  can  p3ssess  anything  like  the  knowledge  of  the  ramifications  of  the  world's 
trade  and  of  the  extreme  de'icacy  of  the  fabric  of  finance  upon  which  it  is  conducted, 
which  is  at  the  disposal  of  the  merchants  of  the  city  of  London,  whose  daily  business 
it  has  been  for  generations.'^' 


>> 


TESTIHONT  OF  MB.   LAKBEBT  V.  B.   CAKEBOB. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  Where  do  you  reside  ? 

Mr.  Cameron.  Brooklyn,  N.  Y. 

The  Chairman.  What  is  your  business? 

Mr.  Cameron.  Broker  in  refined  sugar. 

The  Chairman.  How  long  have  you  been  in  that  business? 

Mr.  Cameron.  I  started  as  a  boy  in  the  sugar  and  molasses  business 
in  1873,  and  went  into  business  for  myself  in  1888.  That  is,  I  have 
been  on  the  Street,  within  four  blocks,  the  entire  time. 

The  Chairman.  There  has  been  sent  to  the  committee  a  protest 
of  the  National  Association  of  Brokers  in  Refined  Sugar  against  Mr. 
Babst  contmuing  as  president  of  the  American  Sugar  Refinirg  Co. 
and  at  the  same  time  continuing  his  membership  on  the  International 
Sugar  Committee.  What  have  you  to  say  to  the  committee  about 
that? 

Mr.  Cameron.  May  I  commence  with  the  United  States  Food  Con- 
trol and  bring  it  up  to  date  ? 

The  Chairman.  Yes. 

Mr.  Cameron.  At  the  time  it  was  decided  to  have  the  United  Stata 
food  control,  before  committees  were  appointed,  I  had  the  impression 
that  committees  generally  in  reference  to  the  distribution  of  sugar 
and  even  the  buyii  g  of  sugar  would  be  put  on  a  basis  that  they  would 
run  through  the  old,  usual,  and  regular  channels  of  business.  At  the 
time  that  Mi\  Babst  was  appointed,  I  felt  that  eventually  matters 
might  not  be  as  haimonious  as  we  thought.  To  my  mind,  the  influ- 
ence has  been  brought  around  to  centralize  all  this  into  the  hands  of 
a  few  men,  so  that  it  makes  the  men  of  brain  of  the  sugar  business, 
which  has  been  going  on  for  years,  mere  matters  of  courtesy;  that 
the  American  Sugar  Kefining  Co.,  in  its  percentage  of  the  business 
of  41  per  cent  of  the  distributions  throughout  the  coimtry,  puts  the 
other  refiners  in  an  lUifair  position.  During  the  past  year  I  think 
Mr.  Babst^s  actions  at  various  times  have  been  arbitrary.  For 
instance,  last  summer,  where  we  sold  sugars  in  bulk,  they  were  changed 
without  any  authority  even  from  the  buyer,  to  package  goods. 

The  Chairman.  Is  that  since  Mr.  Babst  has  been  on  the  Inter 
national  Committee  ? 

Mr.  Cameron.  I  am  referring  to  what  was  the  first  intimation 
that  I  felt  that  brought  up  the  idea,  that  it  gives  him  a  chance  to 
rather  influence  more  to  his  own  company. 
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The  Chairman.  You  think  from  the  fact  that  he  is  employed  in  the 
position  that  he  is  in,  that  he  is  able  to  employ  it  to  the  advantage 
of  his  own  company  ? 

Mr.  Cameron.  I  think  so;  it  is  mv  opinion. 

The  Chairman.  What  has  been  the  effect  of  his  holding  this  posi- 
tion  with  the  men  engaged  in  the  sugar  bu^ess  ? 

Mr.  Cameron.  With  the  brokers  ne  took  very  drastic  actioji  on 
the  27th  of  last  December,  in  which  he  issued  a  notice  which  is  on 
that  same  circular. 

The  Chairman.  We  have  that. 

Mr.  Cameron.  You  have  that — in  which  he  issued  a  notice  that  ho 
was  going  to  quit  doing  any  business  through  the  brokers?  The 
brokers  have  been  generdly  free  to  act  for  the  grocers  of  the  country  to 
the  best  advantage  of  the  refiners  and  grocers.  The  sugar  broker  is 
placed  in  a  very  honorable  position.  He  is  given  the  refiner's  inter- 
ests to  look  after;  he  has  got  the  jobber's  interests  to  look  after;  he 
has  got  to  be  in  a  position  of  balancing  and  working  for  haimony. 
At  the  same  time  he  is  the  instrument  whereby  he  gives  a  correct 
posting  throughout  the  country  as  to  the  supply  and  demand,  aril 
it  is  the  broker  that  the  jobber  looks  to  for  the  correct  statistical 
position  of  the  market. 

The  Chairman.  Have  you  had  any  talk  with  Mr.  Babst  in  regard 
to  the  abolition  of  the  broker  ? 

Mr.  Cameron.  At  various  times.  Mr.  Babst  has  stated  that  his 
idea  was  that  we  ought  to  work  in  haimony.  During  the  past  sum- 
mer the  distribution  of  sugar  has  been  dinerent  in  this  way,  '*Our 
time  is  valuable,"  and  we  brokers 

The  Chairman.  Well,  I  do  not  know 

Mr.  Cameron.  I  will  state  it  in  this  way,  Senator.  We  havo 
waited  after  the  market  has  boon  given  out  in  the  morning  as  much 
as  three  hours  at  a  time  waiting  for  the  salesman,  who  after  allotting 
bo  much  to  their  trade,  would  allot  25  to  150  barrels  to  each  broker 
to  divide  among  his  customers. 

The  Chairman.  I  asked  vou  if  you  have  had  any  conversation 
with  Mr.  Babst  about  this  aoolition  of  the  broker? 

Mr.  Cameron.  I  am  bringing  that  up  now. 

The  Chairman.  All  right. 

Mr.  Cameron.  On  December  28  Mr.  Babst  sent  for  mo — the  tele- 
phone came  for  Mr.  Crossmore,  and  also  Judson  Lounsberry — I  men- 
tion these  two  names,  because  they  are  the  chief  men,  you  might  say, 
in  the  American  Sugar  Refining  Co.'s  employ  who  said  that  Mr. 
Babst  was  very  anxious  to  see  me  as  soon  as  possible.  At  that  time 
I  was  at  a  meeting  of  a  special  committee  which  had  this  other 
matter  in  charge. 

The  Chairman.  What  is  "this  other  matter?" 

Mr.  Cameron.  Of  our  making  this  protest  against  Mr.  Babst's 
actions. 

Tlio  Chairman.  The  protest  which  you  afterwards  did  make,  and 
a  copy  of  which  has  boon  filed  here? 

Mr.  Cameron.  Yes. 

The  Chairman.  You  had  that  under  consideration? 

Mr.  Cameron.  Yes;  so  that  word  came  to  the  office  of  the  associa- 
tion; I  wont  over  to  see  Mr.  Babst,  about  I  o'clock,  the  hour  hero  or 
there  I  can  not  give;  when  I  arrived  I  called  Mr.  Babst*s  attcnliou 
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to  this  very  fact,  of  what  his  intimations  to  mo  had  hoen  in  the  past, 
and  what  no  had  done  at  this  time;  I  called  his  attention  to  the  fact, 
and  I  said,  *'Do  you  realize,  Mr.  Babst,  that  this  action  is  not  in 
accordance  with  what  you  have  already  told  me;''  and  also  as  to  tho 
number  of  brokers  and  families  that  run  into  thousands  that  are 
dependent  upon  this  sugar  brokerage  business  ?  He  coolly  said  that 
they  had  thought  that  all  over,  and  had  decided  to  go  ahead.  Do 
you  want  the  whole  of  that  conversation  ? 

The  Chairman.  Yes. 

Mr.  Cameron.  Personal  matters,  and  everything? 

The  Chairi^ian.  Yes ;  if  it  has  to  do  with  tfiis  action. 

Mr.  Cameron.  All  right.  So  while  I  was  standing  there  speaking 
to  him  he  said,  in  the  presence  of  Mr.  Crossmore,  that  he  had  noticed 
mo,  and  that  I  had  a  generally  good  reputation  on  tho  street;  that 
he  thought  that  I  was  a  ver^  nish-class  man;  and  he  asked  mo  if  I 
would  consider  being  associated  with  his  company;  the  greatest 
insult  that  I  ever  had  in  my  life. 

The  Chairman.  Associated  in  what  way  ? 

Mr.  Cameron.  Simply  to  come  in  connection  with  his  company; 
I  did  not  know  what  position,  but  it  was  an  offer  to  join  the  company 
if  I  wanted  to;  I  took  it  to  go  back  on  the  brokers.  But  nothing 
can  buy  my  honor. 

Tlie  Chairman.  So  that  you  did  not  make  any  deal  ? 

Mr.  Cameron.  I  still  have  it  under  consideration.  He  took  two 
years  to  consider  the  brokerage.  I  will  take  two  years  to  consider 
if  I  would  go  with  the  American  Sugar  Refining  Co. 

The  Chairman.  That  is  all.  I  think  that  is  all  we  want  to  ask 
you. 

Mr.  Cameron.  I  would  say,  Senator,  I  had  no  idea  that  this  last 
was  coming  up. 

The  Chairman.  I  heard  of  it,  and  I  want  to  ask  about  it.  I  did 
not  hear  about  it  from  you. 

Now  I  believe  that  concludes  these  New  York  sugar  men.  There 
are  some  representatives  from  Mr.  Hoover,  hero.  1  want  to  make 
a  statement  to  them.  We  may  go  on  with  this  sugar  investigation 
at  great  length  yet,  and  we  may  dose  at  this  point.  There  was  a 
statement  made  Djr  Mr.  Hoover  that  he  wanted  to  have  called  Judge 
Milling,  and  what  is  the  name  of  the  other  man? 

Mr.  Lamb.  Mr.  Earle. 

The  Chairman.  If  these  gentlemen  want  to  be  heard,  the  com- 
mittee will  hear  them. 

Mr.  Lamb.  Mr.  Chairman,  I  would  like  to  consult  with  the  Food 
Administration  officials  in  regard  to  that,  and  I  will  let  you  know 
some  time  during  the  day,  or  when  you  convene  at  2.30  o^cIock. 

The  Chairman.  You  will  see  to  it,  now,  that  it  is  not  represented 
that  we  have  shut  you  out? 

Mr.  Lamb.  Oh,  yes. 

The  Chairman.  I  know  you  will. 

Mr.  Freeman.  Mr.  Chairman,  may  I  ask  you  about  the  communi- 
cation Mr.  Babst  submitted  to  you  last  Friday  and  asked  to  bo 
incorporated  in  the  record? 

The  Chairman.  Mr.  Babst? 

Mr.  Freeman.  Yes;  I  submitted  to  you  a  letter  from  him,  and 
asked  that  it  be  made  a  part  of  the  record. 


&HOETAGB  OF  BUGAB.  929 

The  Chairman.  There  have  been  so  many  things,  it  absolutely 
escaped  my  memory. 

Mr.  Freeman.  We  are  quite  anxious  to  have  it  made  a  part  of 
the  record,  and  it  contains  information  requested  by  the  committee. 

The  Chairman.  It  contains  some  information  that  we  requested 
while  he  was  on  the  stand  ? 

Mr.  Freeman.  Yee. 

The  Chairman.  There  are  bushels  of  stuff  coming  in,  and  I  remem- 
ber, now,  that  you  handed  me  a  paper.  We  will  oe  in  session,  and 
I  am  inclined  to  think  that  we  will  go  very  much  deeper  into  this 
sujgar  proposition,  but  that  is  a  matter  to  be  considered  by  the  com- 
mittee, and  I  made  this  statement  lest  we  might  at  this  pomt  drop  it. 
We  are  going  on  with  the  coal  matter  this  afternoon. 

Mr.  Cameron.  Senator,  may  I  place  in  the  record  a  copy  of  an 
article  which  appeared  in  the  New  York  Journal  of  Commerce  and 
Commercial  BuUetia,  with  reference  to  a  statement  of  Mr.  Babst 
issued  day  before  yesterday,  stating  that  this  action  has  affected  only 
140  brokers? 

The  Chairman.  Yes. 

Mr.  Cameron.  I  will  very  Hkely  have  an  answer  to  that  when  I 
get  back  to  New  York. 

Senator  Lodge.  Does  it  affect  more  brokers  than  that? 

Mr.  Cameron.  According  to  the  notice  in  my  paper  up  to  the 
Ist  of  January,  there  are  304  brokers  in  our  association.  Those 
firms  employ  anywhere  from  1  to  50  men  each.  A  great  manv  of 
those  men  are  married.  There  are,  besides  our  304  brokers — tnere 
are  over  700  outside,  all  through  this  coimtry. 

May  I  file  a  copv  of  our  association  book  with  you,  so  that  you  may 
see  how  it  spreads  all  over  the  country. 

The  Chairman.  Yes. 

Mr.  Lamb.  Mr.  Chairman,  may  I  make  a  further  statement  ? 

The  Chairman.  Yes. 

Mr.  Lamb.  There  was  some  reference  here  at  the  last  session  of 
the  su^ar  inquirv  regarding  an  arrangement  about  some  sugar 
handled  through  Mr.  Kionda  in  New  YonL,  and  it  was  referred  to  as 
an  option  or  a  contract,  and  the  committee  made  a  request  of  the  Food 
Adxainistration  for  such  option  or  contract.  I  am  advised  that  Mr. 
Rolph  had  the  personal  information  in  regard  to  that,  and  that  there 
was  no  written  dociunent  of  an^  kind,  and  that  he  is  prepared  to 
send  you  a  written  statement  oi  what  the  matter  really  was,  if  you 
care  to  have  it. 

The  Chairman.  Let  him  send  it  on.  We  will  not  trouble  him  to 
come  here  unless  we  need  him.     We  are  very  much  obliged. 

Mr.  Cameron.  That  will  show  you  the  way  we  are  situated  all  over 
the  country.  We  have  just  had  a  firm  come  in  from  Seattle,  Wash. 
Our  commission  is  three-eights  of  1  per  cent  on  out  of  town  sales  and 
we  often  have  to  divide  this  with  corresponding  brokers  through  the 
country.     Thank  you  very  much. 
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(The  article  from  the  New  York  Journal  of  Commerce  and  Com- 
mercial Bulletin  submitted  by  Mr.  Cameron  is  here  printed  in  the 
record  in  full  as  follows:) 

Exhibit  No.  247. 

bab6t  justifibs  cuttiko  out  broker — ^i8sx7b8  8tatbhbnt  on  action  taken  by 
american  refinery — efforts  of  this  concern  have  been  directed  against 
speculation,  manipulation,  and  hoarding,  he  btatb&— no  quarrel  with  ths 

BROKERS    PERSONALLY — ^FOLLOWINO     WILSON'S    SUGGESTION     IN     BLIMINAinON    OP 
INTERMEDIARIES. 

Earl  D.  Babst,  president  of  the  American  Sugar  Refining  Co.,  vesterday  issued  a 
defense  of  the  company's  action  in  doing  away  with  the  services  of  sugar  brokers  and 
establlBhing  a  system  of  direct  sales  to  the  consumer,  which  brought  fortn  a  deternuned 
campaign  on  the  part  of  the  brokers  to  urse  Mr.  Babst's  removal  m)m  the  International 
Sugar  Committee  on  the  charfi;e  that  the  Tatter  had  employed  unfair  tactics  in  causing 
sucn  a  rulinj^  to  be  made.  A  formal  protest  was  drawn  up  by  the  National  Association 
of  Brokers  in  Refined  Sugar  directly  upon  the  announcement  by  Mr.  Babst.  The 
substance  of  this  protest  was  that  Mr.  Babst  be  withdrawn  from  the  International 
Conmiittee.  The  protest  was  sent  to  Herbert  C.  Hoover,  United  States  Food  Adminifl- 
trator.    No  reply  was  announced  by  the  administration. 

Considerable  interest  has  centered  in  the  discussion  between  the  two  Mictions,  and 
a  reply  made  yesterday  by  Mr.  Babst  justifies  Ms  action  in  eliminating  intermediaries. 
Mr.  Babst  pomts  to  the  words  of  President  Wilson  regarding  the  direct  movement  of 
all  foods  from  ttie  producer  to  the  consumer  as  a  criterion  Tot  his  action.  He  states 
that  he  has  no  personal  feeling  a^dnst  the  brokers,  but  that  he  is  swayed  by  the  ideals 
set  forth  b^r  President  Wilson.  Y.  B.  Cameron,  president  of  the  National  Association 
of  Brokers  in  Refined  Sugar,  was  in  Washington  last  night,  and  consequently  no  word 
was  forthcoming  from  him  regarding  the  latest  utterance  of  the  head  of  the  American 
Sugar  Refining  Co.     His  statement  follows: 

''This  company  has  announced  that  it  will  hereafter  sell  refined  sugars  to  the 
domestic  traae  by  means  of  its  own  selling  oiganization  instead  of  through  broken. 
It  is  like  using  our  own  trucks  instead  of  hiring  from  an  express  company.  The  sugar 
broker  is  a  nonessential  middleman.  He  neither  buys,  sells,  produces,  nor  manu- 
factures. 

''The  annoxmcement  that  this  company  would  deal  direct  with  its  customers  has 
had  widespread  approval  of  the  trade.  We  have  as  yet  to  receive  a  single  letter  of 
protest  from  a  customer  or  consumer.  The  efforts  of  myself  and  my  associates  have 
been  directed  against  speculation,  manipulation,  hoarding,  and  wasteful  practices  in 
the  sugar  business.  In  war-time  stress  we  have  sold  our  sugars  at  a  lower  average 
price  wan  any  of  our  competitors;  at  times  as  much  as  a  cent  per  pound  below  them. 

"We  have  no  quarrel  with  the  brokers  personally.  We  regard  the  system  of 
brokerage  as  nonessential.  It  is  wholly  incompetent  to  provide  an  equitable  distri- 
bution of  sugar.  Sugar  is  too  important  a  staple  to  feel  the  pinch  of  the  unneceesary 
middleman.  At  the  present  time  there  are  between  four  and  five  hundred  personfl 
in  our  selling  organization.  The  change  announced  will  affect  but  145  sugar  orokeiB 
out  of  the  700  in  business.  Obviously  it  is  an  economic  waste  for  double  madiinerj' 
to  be  used  in  performing  the  same  purpose.  The  policy  stated  in  our  public  announce- 
ment was  inaugurated  several  years  ago.  It  has  oeen  effective  in  New  England  since 
the  organization  of  the  company.  In  Uie  year  1917  it  was  applicable  to  about  one-half 
of  ourHbusiuess. 

"In  dealing  directly  with  oiu*  own  customers  without  the  intervention  of  third 
parties  this  company  is  carrying  out  the  policy  of  President  Wilson,  promulgated 
under  the  food-control  act,  'to  keep  all  food  commodities  moving  in  as  direct  a  line 
and  with  as  little  delay  as  practicable  to  the  consumer.'  " 

(Thereupon,  at  1  o'clook  p.  m.,  the  oommittee  took  a  recess  untfl 
2.30  o'olook  p.  m.) 
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MONDAY,  JAKT7ARY  14^  1918. 

United  States  Senate, 
Subcommittee  op  the  Committee  on  Manufactures^ 

Washington,  D,  C, 
The  subcommittee  met  at  10.30  o'clock  a.  m.,  pursuant  to  adjourn- 
ment, in  room  226,  Senate  Office  Building,  Senator  James  A.  Reed 
presiding. 

Present:  Senators  Reed  (chairman),  Vardaman,  and  Lodge. 
Senator  Jones  came  in  later  in  the  morning. 

TESTmoinr  of  mb.  sheldoit  s.  ciiirE. 

(The  witness  was  swom  by  the  chairman.) 

The  Chairman.  What  position  do  you  hold  with  the  Evening  Star  ? 

Mr.  Cline.  I  am  a  reporter. 

The  Chairman.  I  will  ask  you  to  look  at  the  article  in  the  issue  of 
January  8,  which  bears  the  heading  *' Hoarding  of  food  tiu-eatens  to 
keep  allies  in  war,"  and  ask  you  if  you  wrote  the  matter  contained 
in  tnat  article? 

Mr.  Cline.  Yes;  I  wrote  the  article.  Senator. 

The  Chairman.  Without  going  into  any  details  in  the  way  of 
questioning,  will  vou  tell  the  committee  where  you  got  the  matter  or 
information  which  is  contained  in  this  article  ? 

Mr.  Cline.  Well,  Senator,  I  can  not  be  very  specific.  It  came  from 
different  sources  and  at  diiferent  times.  Some  of  it  has  been  public 
property  for  a  long  time — that  is,  public  knowledge.  Others  was  from 
my  own  observation.  Some  of  those  figures  have  been  published 
previously.  I  cover  the  Food  Admimstration  locaUy  and  the 
National  Food  Administration,  and  I  had  been  interested  in  the 
subject  even  before  there  was  a  Food  Administration,  so  that  I  got 
it  from  different  people  at  different  times,  and  some  of  it  was  from 
my  own  observation  of  the  food  law.  There  were  stories  aroimd  to\vn 
about  hoarding  food. 

The  Chairman.  Now,  let  me  see.  Before  you  wrote  this  article 
did  jovl  have  any  interview  with  anybody  connected  with  the  Food 
Administration  in  regard  to  the  pohcies  of  the  administration? 

Mr.  Cline.  I  had  a  talk  with  Mr.  Hoover  before  I  wrote  the  article. 
Let  me  explain  this.  I  arranged  to  have  a  talk  with  Mr.  Hoover  with 
a  view  to  writing  a  general  story  on  what  was  necessary  in  the  way 
of  food  conservation  this  year.  When  I  talked  with  Mr.  Hoover  I 
had  no  expectation  of  publishing  a  newspaper  report  at  this  time 
about  it,  but  I  rather  had  the  idea  of  a  magazine  story,  and  I  dis- 
cussed a  great  many  things  with  Mr.  Hoover  along  the  line  of  food 
conservation  and  the  nee&  of  the  allies — covered  the  whole  field. 
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The  Chairman.  When  did  you  have  that  talk  ? 

Mr.  Cline.  That  was  on  Monday,  the  dayprevious  to  that. 

The  Chairman.  This  article  appeared  in  Tuesday's  paper,  and  on 
the  Monday  previous 

Mr.  Cline.  I  had  had  a  talk  with  Mr.  Hoover;  yes. 

The  Chairman.  And  you  went  over  the  questions  that  you  have 
just  referred  to  \ 

Mr.  Cline.  We  went  over  the  whole  ground  of  the  food  situation 
in  this  country  and  in  Europe.  Let  me  make  this  plain.  When  Mr. 
Hoover  talked  with  me,  his  understanding  was,  and  my  own  under- 
standing was,  that  this  would  be  published  maybe  a  couple  of  months 
from  now  as  a  m^azine  story  or  as  a  syndicate  story.  That  is  what 
I  had  in  mind.  On  Tuesday  morning  Tuesday's  paper  had  a  story 
in  which  they  spoke  of  the  possibility  of  compulsory  rationing,  and 
because  of  that  1  decided  to  go  ahead  and  A^Tite  a  news  story  on  the 
subject. 

The  Chairman.  There  was  an  article  that  suggested  rationing? 

Mr.  Cline.  Yes;  in  Tuesday  morning^s  paper. 

The  Chairman.  This  is  Tuesday's  paper. 

Mr.  Cline.  This  is  the  afternoon  paper.  On  account  of  this  story 
in  the  morning  paper  I  decided  to  write  a  news  story  on  it,  and  I  diS 
it  without  any  further  conference  with  Mi\  Hoover  at  all.  He  did 
did  not  know  that  I  was  going  to  write  it.  You  will  find  that  story 
in  the  Post  of  Monday  morning,  that  I  refer  to  specially. 

The  Chairman.  The  Post  of  Monday  morning? 

Mr.  Cline.  No,  that  was  Tuesday  morning. 

The  Chairman.  We  will  see  if  we  can  get  that  Post  of  Tuesday 
morning. 

Mr.  Cline.  Mr.  Hoover  did  not  know  I  was  going  to  write  a  news 
story  until  it  has  appeared,  because  I  said  nothing  more  to  him  about 
it. 

The  Chairman.  I  imderstand,  but  Mr.  Hoover  did  expect  you  to 
write  a  magazine  story  I    You  told  him  you  were  figuring  on  that  ? 

Mr.  Cline.  Yes,  as  a  general  story. 

The  Chairman.  And  Mr.  Hoover  gave  you  some  information  and 
some  ideas  which  he  understood  you  were  going  to  put  in  that  artide; 
is  that  right? 

Mr.  Cline.  Well,  Senator,  I  had  a  lot  of  ideas,  and  I  talked  them 
over  with  him,  and  I  suppose  he  did  eive  me  some  new  ideas.  I  had 
to  abandon  some  ideas  1  nad  after  talking  with  him. 

The  Chairman.  After  talking  with  Mr.  Hoover,  did  you  undertake 
to  write  an  article  that  would  fairly  set  forth  his  position,  or  did  you 
undertake  to  write  an  article  of  a  oifferent  nature  ? 

Mr.  Cone.  Well,  that  is  rather  difficult  to  answer,  yes  or  no.  When 
I  wrote  my  story,  I  wrote  the  story  on  the  situation  as  it  appeared  t^ 
me-  amd  I  wrote  it 

The  Chairman.  Well,  as  it  appeared  to  you  from  what  ?  Of  course 
you  were  not  trying  to  perform  the  functions  of  the  Food  Admin- 
istrator ?    I  just  want  to  get  at  the  facts  about  this  thing. 

Mr.  Cline.  Yes. 

The  Chairman.  And  you  were  not  imdertakhn^  to  make  a  sug^- 
tion  for  the  Food  Administration  without  having  gained  those  im- 
pressions first  from  Mr.  Hoover,  were  you  ? 
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Mr.  CuNE.  Well  now,  Senator,  I  want  to  make  this  explanation. 
I  made  those  sn^estions  that  appeared  in  an  article  I  wrote  about  a 
month  ago,  before  I  ever  talked  with  Mr.  Hoover  about  it. 

The  CSaxbuan.  Yes,  but  you  did  talk  with  Mr.  Hoover  about  the 
necessity  of  legislation,  did  you  not  ? 

Mr.  CuNs.  1  do  not  recall  that  that  was  touched  on  in  our  talk. 
What  we  talked  about  more  than  anything  else  was  the  necessity  of 
more  general  compliance  with  the  conservation  program.  I  do  not 
recall,  Senator,  that  we  discussed  the  subject  of  more  legislation,  at 
all. 

The  Chairman.  Did  Mr.  Hoover  express  this  idea  to  you  in  that 
interview: 

If  the  food  necessary  to  the  winning  of  the  war  ie  to  be  provided,  the  American  peo- 
ple will  have  to  do  better  this  year  than  they  did  last? 

Mr.  Cline.  Yes;  he  expressed  that  view  to  me. 
The  Chaibman.  Did  he  express  the  further  idea  that  immediately 
follows: 

And  the  law  under  which  the  United  States  Food  Administration  operates  will  have 
to  be  strengthened. 

Mr.  Cline.  No;  I  do  not  recall  that  Mr.  Hoover  said  anything  ahout 
the  necessity  of  any  legislation  at  all. 

The  Chaibman.  very  well;  but  you  do  know^  do  you  not,  that  the 
Food  Administration  was  asking  such  legislation,  and  you  knew  it 
when  you  were  talking  to  Mr.  Bfoover  ? 

Mr.  Cline.  No;  I  did  not  imderstand  that  they  had  made  a  request 
for  that  then.  I  imderstand  they  have  since  made  a  request  for  such 
legislation.  I  did  not  know  that  they  had  made  a  request  for  such 
le^lation  then. 

The  Chaibman.  Now  I  come  to  the  next  sentence: 

Retail  grocers,  regardless  of  their  volume  of  businesB,  will  have  to  be  brought  under 
control  of  the  Food  Administration. 

Mr.  Cline.  Yes,  sir. 

The  Chaibman.  Was  that  your  idea  or  Mr.  Hoover's  ? 

Mr.  Cline.  That  was  a  suggestion  I  made  in  an  article  two  months 
ago. 

The  Chaibman.  All  right;  but  what  did  Mr.  Hoover  say  about 
that? 

Mr.  Cline.  I  do  not  remember  Mr.  Hoover  mentioning  that  idea 
at  all. 

The  Chairman.  That  is  yours,  then  ? 

Mr.  Cline.  Yes. 

The  Chairman  (reading)  : 

Hotels,  restaurants,  and  other  public  eating  places  must  be  required  by  law  to 
observe  meatless  and  wheatless  aays  and  conform  to  other  conservation  rules. 

Mr.  Cline.  Yes;  I  think  that  was  discussed  by  Mr.  Hoover. 
The  Chairman.  Was  that  Mr.  Hoover's  idea  t 
Mr.  Cline.  I  think  I  brought  the  subject  up  about  that,  and  he 
said  that  thing  would  have  to  be  attended  to,  to  bring  them  in. 
The  Chairman.  The  next  is : 

Hoarding  of  food,  even  in  private  homes,  must  be  forbidden. 

Mr.  Cline.  We  discussed  that  fact,  that  there  would  have  to  be 
some  way  to  get  after  people  in  some  manner  to  keep  them  from 
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laying  in  stocks.  His  idea  was  that  certain  people  had  accumulated 
stoclra  and  were  keeping  that  in  accumulation  and  still  buying,  and 
that  that  ought  to  be  stopped  in  some  way. 

The  Chairman.  When  you  say  you  discussed  it,  you  mean  that 
Mr.  Hoover  expressed  that  idea  ? 

Mr.  Cline.  Yes;  I  think  he  said  that  people  were  doing  that  and 
something  inust  be  done  to  stop  it.  Now,  1  will  tell  you,  I  do  not 
know  whether  he  expressed  the  idea  there  or  not,  but  that  had  been 
in  their  past  bulletins,  and  everything,  that  more  substitution  must 
b  e  done. 

The  Chairman.  This  follows : 

The  subetitution  uiged  as  necessary  to  release  foods  required  for  over-seas  shipmeat 
must  be  practiced  generally  instead  of  nominally. 

Mr.  Cline.  Yes. 

The  Chairman.  Who  said  that,  you  or  Hoover? 

Mr.  Cline.  I  said  that. 

The  Chairman.  What  did  Mr.  Hoover  say  ? 

Mr.  Cline.  I  do  not  remember  what  he  said. 

The  Chairman.  You  do  not  recall  that  he  said  anything  about 
that? 

Mr.  Cline.  I  do  not  recall  that  he  said  anything  about  that 
specially. 

The  Chairman.  I  read  further: 

The  great  effort  of  the  United  States  Food  Administration  since  its  creation  Ust 
May  has  not  been  productive  of  the  necessary  results. 

Who  said  that  ? 
Mr.  Cline.  I  did. 

The  Chairman.  Mr.  Hoover  did  not  say  that? 
Mr.  Cline.  I  do  not  recall  that  he  did. 
The  Chairman.  Did  he  express  that  idea  at  all? 
Mr.  Cline.  In  general  the  idea,  yes;  that  people  have  not  conserved 
as  much  as  they  ought  to. 

The  Chairman.  What  about  this  sentence  ? — 

The  American  people  have  given  lip  service  to  the  cause  of  food  conservation,  but 
they  have  not  conserved.    Their  pleages  have  not  been  kept. 

Mr.  Cline.  That  is  my  own  language. 

The  Chairman.  That  is  your  own  language,  but  was  that  idea 
expressed,  by  Mr.  Hoover  ? 

Mr.  Cline.  That  follows  the  other  idea,  that  they  have  not  con- 
served as  they  were  expected  to. 

The  Chairman.  So  that  you  think  you  can  say  that  Mr.  Hoover 
expressed  that  idea  to  you,  and  that  you  fairly  interpreted  it  in  this 
article  ? 

Mr.  Cline.  I  will  say  from  things  Mr.  Hoover  said  that  I  believed 
he  is  convinced  that  is  true,  that  they  have  not  kept  their  pledges. 

The  Chairman.  You  got  this  impression  from  your  talk  with  hunt 

Mr.  Cline.  Yes. 

The  Chairman.  I  read  the  next  sentence: 

Unless  America  does  what  she  has  undertaken  to  do  in  the  way  of  supplying  Italy. 
France,  and  England  with  food,  those  countries  will  collapse,  uid  America  will  face 
Germany  alone. 

Is  that  your  idea? 

Mr.  Cline.  I  think  that  is  my  idea. 
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The  Chairman.  You  do  not  think  that  Mr.  Hoover  can  be  charged 
with  that  ? 

Mr.  Cline.  No  ;  I  do  not  believe  Mr.  Hoover  said  that  at  all. 

The  Chaibman.  I  suppose  there  is  no  idea  in  here  that  is  more 
Hooveristic  than  that,  because  I  think  he  has  said  that  a  million 
times. 

Mr.  Cline.  I  do  not  doubt  that,  but  in  that  interview  I  do  not  re- 
member his  saying  that. 

The  Chairman.  The  next  paragraph  is : 

There  is  no  other  way  out.  Their  food  resources  are  short  of  their  absolute  miTiimuTn 
requirements. 

Did  Mr.  Hoover  express  the  view  to  you  that  the  allies  were  short  of 
food? 

Mr.  Cline.  No,  sir.  In  the  morning  papers  of  that  day,  we  had 
this  story  from  the  food  control  of  Great  Britain,  in  which  that  idea 
was  expressed. 

The  Chairman.  Did  you  discuss  that  with  Mr.  Hoover? 

Mr.  Cline.  No;  that  was  in  the  morning  papers,  the  Tuesday 
morning  papers. 

The  Chairman.  Did  you  discuss  that  with  Mr.  Hoover  ? 

Mr.  Cline.  We  discussed  the  general  situation,  and  that  we  had  to 
give  them  more  than  we  had  been  giving  them. 

The  Chairman.  Then  you  discussed  with  Mr.  Hoover  the  fact  that 
the  resources  of  the  allies  were  short,  and  that  they  must  have  help  ! 

Mr.  Cline.  Oh,  yes;  I  said  that  at  the  beginning. 

The  Chairman.  That  you  say  then  had  been  expressed  by  Mr. 
Hoover  ? 

Mr.  Cline.  That  opinion  had  been  expressed  by  Mr,  Hoover; 
yes. 

The  Chairman.  The  article  proceeds: 

It  is  not  a  great  sacrifice  which  the  Government,  through  Herbert  Hoover,  is  asking 
the  American  people  to  make.  In  fact,  it  is  no  sacrifice  at  aU.  They  would  be  better 
off  physically  and  financially  for  eating  as  they  are  asked  to  eat. 

Did  Mr.  Hoover  express  that  idea  ? 

Mr.  Cline.  I  think  I  got  that  from  the  home  card  issued  by  the 
Food  Administration. 

The  Chairman.  I  supposed  you  referred  to  that  in  the  talk  with 
Mr.  Hoover,  did  you  not  ? 

Mr.  Cline.  No  ;  I  do  not  know  that  I  did. 

The  Chairman.  Let  me  get  at  this  in  all  seriousness.  Were  you 
imdertaking  to  write  an  article  out  of  your  own  head,  to  advise  the 
American  people  of  what  was  going  to  take  place,  or  were  you  trying 
as  a  reporter  to  gather  your  information  from  the  source  of  the  food 
information,  Mr.  Hoover,  and  to  put  that  before  the  American  people, 
or  was  it  a  conglomerate  of  both. 

Mr.  Cline.  That  is  a  rather  hard  question  to  answer  specifically. 
My  business  as  a  reporter  is  to  print  whatever  the  news  is.  The 
news  of  the  day,  following  the  development  of  the  situation  as  cabled 
from  England,  was  that  the  peoj)le  were  not  saving  enough  food.  It 
was  my  business  to  write  the  article  and  to  tell  that  fact. 

The  Chairman.  Your  own  thoughts  you  could  hardly  characterize 
as  the  news  of  the  day.  News  of  the  day  is  something  somebody 
else,  an  authority,  would  tell  you  about  wnat  was  going  to  happen. 
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That  would  be  the  news  of  the  day,  would  it  not,  or  the  fact  that  you 
learned  from  an  authoritative  source  that  something  had  happended? 

Mr.  Cline.  The  statement  of  the  facts  as  they  exist  we  regard  as 
the  news  of  the  day. 

The  Chairman.  Of  course,  you  may  have  gotten  that  from  many 
sources.     I  continue  to  read  from  the  article: 

The  American  i>eople  eat  80  per  cent  more  pioteiiu  (chiefly  in  the  form  of  red  meats, 
beana,  etc.)  than  they  require  to  maintain  health.  Ten  per  cent  of  this  excen  will 
meet  the  needs  of  the  alUes,  leaving  Americans  70  per  cent  more  than  they  need. 

Where  did  you  get  that  ? 

Mr.  CuNE.  That  statement  came  from  Mr.  Hoover,  that  and  the 
other. 
The  Chairman  (reading) : 

They  eat  165  per  cent  more  fats  than  they  need.  Ten  per  cent  of  thia  exoesB  will 
supply  the  allies,  leaving  still  an  excess  of  155  per  cent  for  American  consumption. 

That  is  Hoover  ? 
Mr.  Clinb.  Yes. 
The  Chairman  (reading): 

They  eat  50  per  cent  more  sugar  than  they  need.  Here  again  10  per  cent  wiU  give 
the  allies  the  sugar  they  require,  leaving  still  an  excess  of  40  per  cent  at  h<nne. 

Is  that  Hoover  ? 
Mr.  Cline.  Yes. 
The  Chairman  (reading) : 

With  bread  the  situation  is  different.  Americans  as  a  rule  do  not  eat  an  excess  of 
bread,  but  they  are  asked  to  cut  down  their  consumption  of  wheat  25  per  cent  and 
substitute  com  and  other  cereals.    They  are  not  asked  to  eat  less  bread. 

Is  that  Hoover  ? 

Mr.  Cline.  No;  I  do  not  recall  that  was  brought  up.     That  ism 
their  general  publications. 
The  Chairman.  Then  the  following: 

If  they  will  do  these  tibiiws  and  will  not  hoard  food,  the  requirements  of  the  allies 
will  be  met,  and  they  will  be  able  to  remain  on  the  fighting  line. 

Is  that  from  Mr.  Hoover  ? 

Mr.  Cline.  That  opinion  was  expressed  by  Mr.  Hoover,  yes. 

The  Chairman  (reading): 

If  they  will  not  meet  these  requirements,  Pershing's  troops  will  be  driven  out  of 
Euroi)e,  and  America  will  have  to  organize  to  repel  the  German  invader  from  her  own 
shores. 

Mr.  Cline.  That  was  my  own  inter^xretation. 

The  Chairman.  That  is  the  conclusion  that  you  drawl 

Mr.  Cline.  Yes. 

The  Chairman  (reading): 


The  Food  Administration  has  not  yet  abandoned  hope  that  the  people  will  come 
to  a  realization  of  the  gravity  of  the  situation  and  will  give  voluntary  coopentioa, 
and  will  give  it  by  deeds  instead  of  by  words. 


Mr.  Cline.  I  think  that  is  Mr.  Hoover's  expression,  in  substance. 
The  Chairman  (reading) : 

If  they  will  not,  compulsory  rationing  would  seem  to  be  the  only  alternative. 

Mr.  Cline.  I  think  that  was  mine.  I  do  not  think  Mr.  Hoover 
said  anything  about  compulsorv  rationing. 

The  Chairman.  After  Mr.  Hoover  tola  you  the  Food  Adminisfcra* 
tion  had  not  yet  abandoned  hope  that  the  people  would  come  to  a 
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realization  of  the  gravity  of  the  situation,  but  would  give  voluntary 
cooperation  by  deeds  instead  of  by  words,  did  you  then  go  into  your 
own  head  for  the  idea  that  if  they  will  not,  compulsory  rationing  will 
result? 

Mr.  Cline.  The  idea  of  compulsory  rationing  did  not  originate  in 
my  head. 

The  Chaibman.  Where  did  you  get  it — from  talking  to  Mr.  Hoover  ? 

Mr.  Cline.  No;  that  idea  was  in  the  morning  papers,  as  I  said  to 
you.     Everybody  had  been  talking  about  compulsory  rationing. 

The  Chairman.  I  had  not  heard  any  same  man  really  propose  it 
for  the  American  people  up  to  this  date,  and  that  is  why  this  article 
was  so  striking,  and  1  want  to  know  whether  Mr.  Hoover  directly 
or  indirectly  suggested  as  an  alternative  the  compulsory  rationing 
of  the  American  people  ? 

Mr.  Cline.  No;  to  the  best  of  my  recollection,  Mr.  Hoover  did 
not  say  anything  about  compulsory  rationing  at  all. 

The  CHAmMAN.  What  was  it  that  made  you  put  those  words  in 
there?  I  know  you  are  a  good  newspaper  man,  and  I  know  that 
you  do  not  make  things  up. 

Mr.  Cline.  From  my  general  knowledge  of  the  food  situation,  as 
I  gathered  it  from  Mr.  Hoover  and  f^om  other  sources. 

The  Chaibman.  What  other  sources  ? 

Mr.  Cline.  Around  town  you  hear  people  boasting  that  they  have 
got  a  big  stock  of  flour  or  a  big  stock  of  sugar  and  are  laying  m  sup- 
plies, and  the  fact  that  we  have  not  saved. 

The  ftjAiRMAN.  Do  you  know  a  family  in  town  that  has  50  pounds 
of  sugar? 

Mr.  Cline.  Not  now,  personally. 

The  Chaibman.  Do  you  know  a  family  in  town  that  has  100  pounds 
of  flour? 

Mr.  Cline.  No;  I  could  not  say  that  I  know  personally  a  family 
that  has  100  pounds  of  flour. 

The  Chaibman.  We  do  not  want  to  get  anything  in  here  that  is 
opinion,  but  as  a  matter  of  fact  when  you  speak  about  any  large 
amount  of  hoarding  you  do  not  know  any  facts,  do  you  ?  Of  course, 
I  agree  that  a  man  could  get  50  pounds  of  flour,  if  that  is  hoarding, 
but  do  you  know  of  anv  facts  on  which  to  base  a  statement  that  there 
is  a  la^e  amount  of  hoarding  in  the  families  of  Washington? 

Mr.  (^iNE.  If  you  are  asking  for  specific  instances,  I  can  not  recall 
any  now.  I  know  of  people  wno  have  said  that  they  had  100  pounds 
of  sugar,  that  they  bought  100  pounds  of  sugar  when  the  scare 
came  on,  and  I  have  heard  other  people  say  that  they  got  a  barrel 
of  flour  and  that  they  were  goin^  to  nold  it  for  an  emergency. 

Tlie  Chaibman.  You  do  not  thmk  there  is  much  of  that,  do  you? 

Mr.  Cline.  I  do  not  think  there  is  much  of  it  going  on  now,  for  I 
do  not  think  that  you  can  get  it. 

The  Chaibman.  Now  I  continue  the  reading: 

The  neceesity  for  bringing  retailers  under  control  of  the  food  adminiBtration  lies 
in  the  fact  that  they  are  guuty  of  whatever  profiteering  ia  being  practiced  to-day. 

Did  you  get  that  idea  from  Mr.  Hoover  ? 

Mr.  Cline.  I  got  an  idea  from  Mr.  Hoover  that  in  some  places 
retailers  were  practicing  profiteering,  and  also  by  examining  the 
chart  in  the  office  of  the  statistician.  Dr.  Pearl,  I  saw  that  the  whole- 
sale prices  indicated  that  the  wholesale  prices  were  coming  down. 
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The  Chairman.  Where  did  vou  get  this- 


Mr.  Cline.  Let  me  finish  tKis.  But  I  have  been  working  with 
Mr.  Clarence  Wilson,  the  local  food  administrator,  and  getting  up 
for  the  newspapers  a  list  of  prices  which  will  be  started  in  the  pub- 
lications to-morrow,  and  I  nave  been  examining  the  reports  that 
came  in  there,  which  show  the  price  the  wholesalers  pay  and  the 
prices  they  sell  for  to  retailers,  and  reports  from  retailers  as  to  the 
price  thej  pay  and  the  price  they  charge  consumers,  which  show 
very  plafnly  that  some  retailers  are  charging  a  great  deal  wider 
margin  of  profit  than  others,  whereas  wholesalers  imiversaUy  are 
doing  business  on  a  narrow  mai^n  of  profit. 

The  Chairman.  I  do  not  care  to  go  into  the  merits  of  the  matter. 
The  Question  I  am  asking  is  this,  whether  Mr.  Hoover  expressed  the 
the  idea  that  the  retailers  ought  to  be  brought  under  control. 

Mr.  Cline.  Mr.  Hoover  expressed  the  belief  that  the  retailers 
were  guilty  of  profiteering. 

The  Chairman.  Did  you  have  any  remedy  to  suggest  ? 

Mr.  Cline.  I  do  not  know.  I  think  I  suggested  to  nim  that  some- 
thing would  probably  have  to  be  done  about  that,  and  as  I  recall,  he 
he  said  that  it  was  a  matter  that  certainly  would  have  to  have  some 
kind  of  attention.     That  is  as  near  as  I  can  remember. 

Senator  Vardaman.  Mr.  Chairman,  may  I  interrupt  there  to  ask  if 
you  and  Mr.  Hoover  think  that  a  family  buying  a  oarrel  of  flour  is 
doing  something  in  the  nature  of  hoarding  i  Is  that  an  excessive 
amount  to  purchase) 

Mr.  Cline.  In  the  last  paragraph  of  this  storv,  I  think  it  is  the  last 
paragraph,  I  explain  what  I  meant  by  the  people  who  bought  a  barrel 
of  flour  and  100  pounds  of  sugar,  who  were  not  in  the  habit  of  doing 
that,  and  who  then  continued  to  buy  to  meet  their  current  require- 
ments, holding  the  barrel  of  flour  and  the  100  pounds  of  sugar  for 
some  future  emergency.  That  is  hoarding,  removing  it  from  the 
common  stock  of  food. 

Senator  Vardaman.  Do  you  not  think  it  would  be  prudent  for  the 
ordinary  family,  if  they  had  the  money  to  buy  it,  to  ouy  a  barrel  of 
flour  instead  of  buying  it  in  smaller  quantities  ? 

Mr.  Cline.  Yes,  indeed;  and  I  think  there  would  be  no  objection 
to  that,  if  they  bought  their  barrel  of  flour  and  then  vsed  it  until  it 
was  gone  or  about  gone  and  then  bought  another  barrel  of  flour;  but 
to  buy  a  barrel  of  flour  and  then  continue  to  buy,  to  hold  this  barrel 
in  reserve,  would  remove  it  entirely  from  the  common  food  stocks. 

The  Chairman.  I  read  on: 

Reports  show  that  since  wholesalers  were  placed  under  license  November  1,  prices 
to  retailers  have  come  down  with  a  rush.  Tne  retailers  have  not  made  coTresponding 
reductions  to  consumers. 

Where  did  you  get  that  information,  from  Mr.  Hoover? 

Mr.  Cline.  No,  I  got  that  information  as  to  the  wholesalers  from 
the  charts  in  Dr.  Pearrs  oflice. 

The  Chairman.  And  who  is  Dr.  Pearl? 

Mr.  Cline.  He  is  one  of  the  statisticians  for  the  Food  Administra- 
tion. 

Senator  Vardaman.  We  had  him  here. 

Mr.  Cline.  And  also  from  reports  submitted  to  the  office  of  Mr. 
Wilson,  the  local  food  administrator,  and  the  information  as  to 
retailers  not  having  come  down  to  meet  those  prices  I  get  from  mr 
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own  knowledge  when  I  buy  for  my  family,  and  also  from  reports 
from  retailers  to  Mr.  Wilson's  office. 

The  Chairman.  Dr.  Pearl  is  connected  with  the  Food  Administra- 
tion? 

Mr.  Cline.  Yes. 

The  Chairman.  I  continue  to  read: 

The  neceasity  for  bringing  hotels  and  restaurants  under  control  is  that,  while  some 
practice  conservation,  others  do  not.  Some  hotels  in  Washington,  it  is  said,  are 
flagrant  offenders. 

Did  you  get  that  at  the  Food  Administration? 
Mr.  Cline.  The  first  part  of  that  I  got  from  Mr.  Hoover.     The 
other  part  I  got  from  discussing  the  matter  with  Mr.  Wilson. 
The  Chairman.  I  read  a  fittle  further: 

Home  hoarding  threatens  to  defeat  the  whole  food  conservation  program  imless  it  is 
«topped. 

♦ 

Did  you  get  that  from  Mr.  Hoover  or  from  the  Food  Administra- 
tion? 

Mr.  Cline.  I  got  it  in  part  from  Mr.  Hoover.  I  think  he  discussed 
that.     I  got  it  from  other  people  up  at  the  Food  Administration. 

The  Chairman.  You  got  it  in  part  from  Mr.  Hoover? 

Mr.  Cline.  Yes. 

The  Chairman.  Then  Mr.  Hoover  must  either  have  acquiesced  in 
this  idea  or  disa^eed  to  it,  because  there  is  only  one  idea  in  it. 

Mr.  Cline.  Yes.    He  did  not  disagree  with  the  idea. 

The  Chairman.  You  got  it  there,  did  you  not,  in  fact? 

Mr.  Cline.  Yes. 

The  Chairman.  I  read  further : 

Thousands  of  families  which  signed  the  food  pledge  and  observe  meatless  and 
wheatlesB  days,  are  hoarding  food. 

Did  you  get  that  down  at  Mr.  Hoover's  ? 

Mr.  Cline.  I  do  not  know  that  Mr.  Hoover  said  that  thousands 
of  families  did  that.  That  couples  up  with  the  statement  above 
that,  that  that  situation  exists.  I  do  not  recall  that  he  said  those 
things. 

The  Chairman.  How  did  Mr.  Hoover  and  the  Food  Administra- 
tion know  that  ? 

Mr.  Cline.  I  imagine  they  get  reports  of  what  is  going  on  over 
the  country  the  same  as  the  papers  do. 

The  Chairman.  Do  they  get  reports  from  the  families  ? 

Mr.  Cline.  I  do  not  know. 

The  Chairman.  But  you  got  this  idea  in  this  article  in  talking 
with  Mr.  Hoover? 

Mr.  Cline.  I  had  this  idea  before  I  went  to  see  him. 

The  Chairman.  Did  vou  get  it  from  him  there? 

Mr.  Cline.  I  think  Mr.  Hoover  agreed  that  there  was  an  alarming 
amount  of  the  kind  of  hoarding  I  describe  down  below  there  in  the 
article. 

The  Chairman.  And  that  the  families  that  had  taken  the  pledges 
did  not  always  observe  them  ? 

Mr.  Cline.  That  is  it. 

The  Chairman.  I  read  on  : 

Families  which  never  did  so  in  the  past  have  bought  a  barrel  of  flour  and  a  hundred 
pounds  of  sugar,  and  they  are  keeping  that  much  suiead  of  their  needs  by  continuing 
to  buy  the  amounts  required  for  current  consumption. 
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You  have  already  said  that  you  do  not  know  that  fact  yourself  f 

Mr.  Cline.  Current  reports. 

The  Chairman.  You  have  that  impression.  Did  you  get  any  of 
that  information  down  at  Mr.  Hoover  s  ? 

Mr.  Cline.  No;  I  do  not  recall  that  I  got  that  from  Mr.  Hoover 
at  all. 

The  Chairman  (reading) : 

Each  barrel  of  flour  and  each  hundred  pounds  of  sugar  so  hoarded  is  removed  a.^! 
absolutely  from  the  nation's  stock  of  food  as  if  it  had  been  destroyed.  If  each  family 
in  America  laid  in  a  barrel  of  flour  and  a  hundred  pounds  of  sugar  it  would  amount  t^ 
withdrawing  from  the  common  store  two  months'  supply  of  those  necessary-  food^tuff^— 
and  Germany  would  win  the  war. 

Did  you  get  that  idea  from  Mr.  Hoover;  did  you  talk  that  over 
with  him  i 

Mr.  Cline.  We  touched  on  that.  I  talked  to  several  officials  of 
the  Food  Administration  about  what  this  would  amount  to,  and  that 
was  their  estimate  on  that. 

The  Chairman.  You  discovered  that  down  at  the  Food  Adminis- 
tration ? 

Mr.  Cline.  Yes. 

The  Chairman.  And  you  really  submitted  that  idea,  and  got  it 
O.  K.'d  in  the  Food  Administration  before  you  put  it  out  to  the 
public,  did  you  not  ?  You  tried  to  write  an  accurate  article  from  the 
information  that  you  got  there? 

Mr.  Cline.  From  the  information  I  was  getting  there  and  at  other 
places. 

The  Chairman.  I  want  to  get  at  the  fact,  whether  this  idea  that 
is  expressed  in  the  language  1  last  read  was  either  suggested  to  you 
or,  being  suggested  to  you,  was  O.  K.'d  by  the  Food  Administration, 
and  I  mean  by  that  individuals  connected  with  the  Food  Adminis- 
tration ? 

Mr.  Cline.  Yes;  I  think  that  is  true. 

The  Chairman.  And  Mr.  Hoover  acquiesced  in  these  ideas  himself, 
did  he? 

Mr.  Cline.  You  are  speaking  of  this  specific  one  idea  ? 

The  Chairman.  No;  the  final  conlusion  you  come  to,  that  unless 
we  carried  on  this  food  conservation,  unless  we  get  families  to  quit 
hoarding  we  will  lose  the  war. 

Mr.  CiiNE.  Yes;  I  think  I  can  say  Mr.  Hoover  acquiesced  in  that 
isea. 

ilie  Chairman.  Very  well;  I  think  that  is  all. 

Senator  Lodge.  I  want  to  ask  you  one  question,  Mr.  Cline.  Can 
you  give  me  the  name  of  any  dealer  in  Washington  who  will  sell 
100  poimds  of  sugar  or  a  barrel  of  flour  to  anybody  ? 

Mr.  Cline.  I  never  have  heard  of  any  limit  on  the  amount  of  flour 
that  you  could  buy.  I  do  not  think  that  you  can  buy  100  pounds  of 
sugar  now,  because  they  have  issued  a  regidation  forbidding  it. 

Senator  Lodge.  You  are  more  fortimate  than  I  am.  I  have  found 
difliculty  in  getting  3  pounds  or  5  poimds  of  sugar. 

Mr.  Cline.  I  say  they  issued  a  regulation^ ^ 

Senator  Lodge.  You  say  there  that  families  are  buying  a  hundred 
pounds  of  sugar  and  barrels  of  flour.  I  should  like  to  know  where 
they  get  those — not  that  I  want  to  do  it,  but  I  should  be  glad  to 
know  that  it  exists  in  such  quantities. 
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Mr.  Cline.  They  go  from  store  to  store  and  buy  some  here  and 
some  there.    I  know  that  is  done. 

Senator  Vabdaman.  But  you  do  not  think  the  average  family 
in  this  city  is  provided  with  30  days'  rations  ? 

Mr.  Cljne.  No;  I  do  not  think  so. 

Senator  Vahdaman.  I  do  not  think  so,  either,  and  if  they, are 
buying  sugar,  you  suggest  it  because  thev  can  not  get  more  tnan  2 
pounds  at  one  place,  and  they  go  to  another.  Now,  with  respect  to 
the  hotels  and  restaurants  not  observing  the  orders  or  requests  of  Mr. 
Hoover,  I  suppose  you  take  your  lunch  in  some  of  these  places,  and 
do  you  find  any  extravagance  in  the  use  of  sugar  there  ? 

Jlr.  Cline.  1  take  my  lunch  at  the  restaurant  that  the  Star  news- 
paper runs  for  its  own  employees,  and  we  have  not  had  any  ex- 
travagance there.  We  have  been  having  brown  sugar  in  our  coffee 
lately. 

Senator  Vabdaman.  I  find  it  is  pretty  hard  to  get  enough. 

The  Chairman.  In  connection  with  this  article  which  appeared 
in  the  Evening  Star  of  January  8,  I  desire  to  place  in  evidence  a 
bulletin  that  was  issued  by  the  United  States  Food  Administration 
on  July  11,  for  release  in  the  morning  papers  of  January  12,  which  is 
very  much  in  line  with  the  article  wntten  by  Mr.  CUne. 

Senator  Lodge.  That  was  a  coincidence. 

(The  bulletin  referred  to  was  marked  ''Exhibit  No.  250,*'  and  is 
herewith  printed  into  the  record  as  follows:) 

Exhibit  No.  250. 

[V.  S.  Food  Administration,  Washington,  D.  C.    No.  580.    For  release  for  morning  papers  or  January 

12.  1918.    January  11, 1918.] 

The  United  States  Food  Administration  to-night  issued  the  following: 

It  is  true  that  the  allies  need  from  75,000,000  to  90,000,000  bushels  more  American 
wheat.  It  is  also  true  we  have  already  exported  the  thewetical  surplus  of  last  harvest 
over  our  normal  consumption.  The  American  people  have  saved  a  considerable 
amount,  estimated  from  25,000,000  to  50,000,000  bushels  during  Uie  past  five  months, 
and  we  are  exporting  this  saving. 

We  can  not  and  will  not  export  more  than  our  savings,  for  our  own  peolpe  must 
also  be  fed.  The  allies  have  reduced  the  bread  ration  to  their  people  sharply  the  last 
few  da^'s,  and  if  this  lowered  ration  is  to  be  maintained  we  must  save  more  than 
hitherto. 

Every  grain  of  wheat  and  every  ounce  of  flour  and  bread  saved  now  is  exactly  that 
amount  supplied  to  some  man,  woman,  and  child  amoung  the  allies. 

We  are  asking  the  American  people  to  further  reduce  their  consumption  of  wheat 
products  and  use  other  foodstuffs  instead,  for  the  allies  must  also  have  some  wheat 
as  well  as  ourselves.  It  is  one  of  the  vital  issues  in  winning  the  war  that  we  must 
maintain  the  health  and  strength  and  morals  of  their  men,  women,  and  children  over 
this  winter. 

Our  48  State  food  administrators  have  been  in  session  in  Washington  the  last  few 
days  devising  with  us  a  further  prc^ram  of  saving:  which  we  will  announce  in  a  few 
days,  in  whidi  we  count  with  confioence  on  pubhc  support. 

The  allies  are  also  asking  us  if  we  can  douole  our  meat  and  pork  products  export, 
as  they  must  in  England,  France,  and  Italy  further  reduce  their  meat  and  fat  ration 
unless  we  can  increase  exports.  We  have  replied  that  we  will  ask  our  people  to  save 
more,  for  we  can  only  export  our  savings. 

There  need  be  no  fear  that  our  supplies  will  not  be  protected,  and  if,  as  a  result  of 
misapprehension,  anyone  should  attempt  the  purchase  of  foodstuffs  for  hoarding,  it 
will  be  robbing  the  allies  of  lust  that  amount  and  is  a  violation  of  the  food  law  that  will 
be  foUowed  up  sharply.  We  have  ruled  that  the  holding  of  more  than  30  days'  sup- 
pties  by  dealers,  manufacturers,  wholesalers,  and  retailers  constitutes  hoarding,  and 
the  purchase  of  more  than  usual  amounts  by  consumers  will  likewise  be  so  construed. 

We  are  going  to  ask  the  millions  of  devoted  women  who  support  the  Food  Admin- 
istration to  see  that  our  new  proposals  are  carried  out  on  every  aide.    In  this  we  are 
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taking  a  line  unique  among  nationB  and  with  the  confidence  that  in  them  we  have 
a  power  for  enforcement  and  through  our  press  of  the  creation  of  public  opinion  greater 
than  among  any  other  people  on  earth.  L^slation  is  being  considered  oy  Mr.  Lever 
and  Senator  Pomerene  for  presentation  to  Congress  for  some  further  extension  of  the 
President's  powers  to  enforce  conservation  in  manufacturing  trades  and  in  public 
eating  places.  Although  the  majority  have  cooperated  willingly  and  effecti>'ely, 
there  is  a  minority  which  patriotic  appeals  do  not  seem  to  reach.  With  sUch  regula- 
tion there  will  be  no  shortages,  and  equal  justice  to  all.  There  is  no  need  for  ration- 
ing  in  America. 

The  Chairman.  I  call  your  attention  to  the  following  language  as 
contained  in  the  bulletin: 

We  are  going  to  ask  the  millions  of  devoted  women  who  support  the  Food  Admin- 
istration  to  see  that  our  new  proposals  are  carried  out  on  every  side.  In  this  we  are 
taking  a  line  unique  among  nations,  and  with  the  confidence  that  in  them  we  have 
a  power  for  enforcement  ana  through  our  press  of  the  creation  of  public  opinion  greater 
tlmn  among  any  other  people  on  earth.  Legislation  is  being  considered  by  Mr.  Lever 
and  Senator  Pomerene  for  presentation  to  Congress,  for  some  further  extension  of 
the  President's  power  to  enforce  conservation  in  manufacturing  trades  and  in  public 
eating  places.  Although  the  majority  have  cooperated  willingly  and  effectively 
there  is  a  minority  which  patriotic  appeals  do  not  seem  to  reach.  With  such  regu- 
tation  there  will  be  no  shortages,  and  equal  justice  to  all.  There  is  no  need  of  ration- 
ing in  America. 

That  is  flatly  in  the  teeth  of  this  article,  which  appeared  three  days 
earlier,  or  of  your  statement  in  the  article,  that  rationing  may  be 
necessary.  In  the  meantime,  however,  attention  had  been  called  io 
the  article  by  the  committee,  and  it  may  have  caused  a  change  of 
heart;  but  outside  of  that  the  newspaper  article  seems  to  be  stnctly 
in  consonance  with  this  bulletin. 

Mr.  Cline.  I  do  not  see  any  suggestion  in  there  of  retailers. 

The  Chairman.  Yes;  wholesalers  and  retailers. 

Mr.  CuNE.  I  mean  with  reference  to  the  legislation. 

The  Chairman.  I  do  not  know  that  it  is  proper  for  me  to  make  any 
comment  on  this,  but  I  can  imagine  notning  that  would  be  more 
dangerous  than  to  put  the  American  public  in  a  position  where  neither 
manufacturers  nor  wholesalers  nor  retailers  nor  all  combined  would 
have  30  days  of  food  supply  for  the  American  people.  A  snow  block- 
ade might  set  up  starvation.  That  is  all,  Mi\  Cline.  We  are  much 
obliged  to  you. 

TESTIMONT  OF  MB.  AKDBEW  T.  BSADLET. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  You  reside  in  Washington? 

Mr.  Bradley.  I  do,  sir. 

The  Chairman.  You  are  a  newspaper  correspondent? 

Mr.  Bradley.  I  am  a  reporter  on  the  Washington  bureau  of  the 
New  York  Herald. 

The  Chairman.  I  have  not  the  New  York  Herald  article.  I  am 
informed  that  the  article  which  I  hand  you  from  the  Washington 
Post  under  date  of  January  12  is  an  article  which  was  reproduced 
from  the  Herald  bureau,     is  that  correct? 

Mr.  Bradley.  I  think  this  article  was  forwarded  from  New  York 
by  wire  to  the  Post.  The  Herald  bureau  here  supplies  the  Wash- 
ington Post  with  news,  but  on  this  particular  occasion  they  did  not 
get  the  copy  which  was  put  on  the  hook  for  them,  and  I  suppose  they 
got  it  direct  from  New  York. 
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The  Chairman.  Taking  that  artiole,  I  will  ask  you  to  examine  it 
I  want  to  know  if  that  is  the  same  article  that  appeared  in  the  New 
York  Herald? 

Mr.  Bradley.  I  can  not  say  exactly  as  to  that,  Senator,  because  I 
have  not  compared  the  two  articles. 

The  Chairman.  Read  it  over  and  tell  us  whether  it  is  substantially 
the  same.  Of  course,  I  can  send  for  the  Herald.  I  have  sent  for  it, 
but  it  is  not  here  yet. 

Mr.  Bbadlet  (after  examining  article).  That  portion  of  the  article 
which  precedes  the  quoted  paragraphs  is  a  reproduction  of  the  Herald 
articles  written  by  me. 

The  Chairman.  That  is,  you  mean,  the  article  down  to  the  sentence : 
''We  are  asking  the  American  people  to  further  reduce  their  con- 
sumption of  wheat  products,*'  etc.? 

Mr.  Bradley.  Yes,  sir;  that  is  correct. 

The  Chairman.  That  was  written  by  you? 

Mr.  Bradley.  Yes,  sir. 

(The  article  identined  by  the  witness  was  marked  ''Exhibit  251," 
and  is  here  copied  into  the  record  in  full,  as  folloMTS,  the  same  being 
from  the  first  column  of  the  Washington  Post  for  Saturday,  January 
12,  1918:) 

Exhibit  No.  251. 

Month's  Food  Limit — Holding  Grbatbr  Supply  Made  Unlawful  by  Hoover — 
Punishable  by  Fine  and  Jail — Applies  to  Consumers  as  Well  as  to  Re- 
tailers AND  Wholesalers — In  Effect  Immedla^tely — Allies  Need  90,000,000 
Bushels  More  op  Wheat  Despite  Savings  of  American  People — Also  More 
Meat  Products — People  Urged  to  Save  More — Not  to  be  Rationed. 

No  one  in  the  United  States  will  be  permitted  hereafter  to  hold  more  than  30  days' 
supply  of  any  kind  of  foodstuffs,  under  an  order  made  public  yesterday  by  the  Food 
Aaministration.  This  order  goes  into  effect  immediately,  and  applies  to  consumers, 
manufacturers,  and  wholesale  and  retail  dealers. 

Any  person  who  violates  this  order  makes  himself  liable  to  criminal  prosecution , 
and  if  convicted  to  a  fine  of  not  more  than  $5,000  or  impiisonment  for  not  more  than 
two  years,  or  both. 

In  spite  of  the  fact  that  the  people  of  the  United  States  have  saved  between  25,000,- 
000  and  50,000,000  bushels  of  wheat  during  the  last  five  months,  and  thereby  have 
enabled  the  Government  to  export  an  amount  equal  to  the  estimated  surplus  of  the 
last  harvest,  the  allies  of  this  country  need  between  75,000,000  and  90,000,000  bushels 
more  of  American  wheat. 

exporting  only  savings. 

The  Food  Administration  asserts  that  exports  have  been  restricted  to  savings,  and 
gives  assurance  that  this  practice  will  be  strictly  adhered  to.  but  it  appeals  urgently 
to  every  citizen  of  this  country  to  reduce  his  consumption  still  nirther,  that  the  amounts 
of  exports  to  our  allies  may  be  increased. 

In  addition  to  the  increased  demand  for  wheat,  England,  France,  and  Italy  have 
appealed  to  the  people  of  the  United  States  to  double  the  amount  of  meat  and  pork 
heretofore  shipped  to  them. 

We  are  asking  the  American  people  to  further  reduce  their  consumption  of  wheat 
products  and  use  other  foodstuffs  instead,  for  the  allies  must  also  have  some  wheat  as 
well  as  ourselves.  It  is  one  of  the  vital  issues  in  winning  the  war  that  we  must  main- 
tain the  health  and  strength  and  morale  of  their  men,  women,  and  children  over  this 
winter. 

ALLIES  want  more  MEAT. 

The  allies  are  also  asldngus  if  we  can  double  our  meat  and  pork  product  exports, 
as  they  must  in  England,  France,  and  Italy  further  reduce  their  meat  and  fat  rations 
unless  we  can  increase  exports.  We  have  replied  that  we  will  aks  our  people  to  save 
more,  for  we  can  only  export  our  savings. 
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There  need  be  no  fear  that  our  own  supplies  will  not  be  protected,  and  if ,  as  a  reeult 
of  misapprehension,  any  one  should  attempt  the  nurchase  of  foodstuffs  for  hoarding, 
it  will  be  robbing  the  allies  of  just  that  amount  ana  is  a  violation  of  the  food  law,  Chat 
will  be  followed  up  sharply.  We  have  ruled  that  the  holding  of  more  than  30  d%ys' 
supplies  by  dealers,  manufacturers,  wholesalers,  and  retailers  constitutes  hoarding, 
and  the  purchase  of  more  than  usual  amounts  by  consumers  will  likewise  be  so  cod- 
strued. 

president's  power  to  be  extended. 

LegLslation  is  being  considered  by  Mr.  Lever  and  Senator  Pomerene  for  presepta- 
tion  to  Congress  for  some  further  extension  of  the  President's  power  to  enforce  con- 
servation in  manufacturing  trades  and  in  public  eating  places. 

Although  the  majority  have  cooperated  willingly  and  effectively,  there  is  a  minor- 
ity which  patriotic  appeals  do  not  seem  to  reach.  With  such  reflation  there  will  be 
no  shortages,  and  equal  justice  to  all.    There  is  no  need  of  rationing  in  America. 

The  Chairman.  Where  did  you  get  the  information  from  which 
you  wrote  the  part  of  the  article  that  you  did  write  ? 

Mr.  Bradley.  I  got  it  from  what  is  called  the  handout  given  out 
by  the  Food  Administration — that  is,  the  printed  statement  that  is 
given  out  by  the  Food  Administration. 

The  Chairman.  Have  you  with  j^ou  the  article  that  they  gave  out  t 

Mr.  Bradley.  No,  sir.  I  think  it  is  the  one  from  which  you  were 
readingjust  a  short  time  ago. 

The  CHAIRMAN.  I  do  not  find  in  it  this  sort  of  statement  : 

No  one  In  the  United  States  will  be  permitted  hereafter  to  hold  more  than  30  days' 
supply  of  any  kind  of  foodstuffs. 

There  is  a  statement  that — 

We  have  ruled  that  the  holding  of  more  than  30 days'  supplies  by  dealers,  manufac- 
turers, wholesalers,  and  retailers,  constitutes  hoarding. 

Mr.  Bradley.  There  is  a  further  sentence  also,  Senator. 
The  Chairman  (reading) : 

And  the  purchase  of  more  than  usual  amounts  by  consumers  will  likewise  be  so 
construed. 

All  that  I  desire  to  get  at  is  that  you  got  the  substance  of  what  is 
in  this  article  out  of  the  matter  that  was  given  out  by  the  Food 
Administration,  ^'Exhibit  250,''  here.  We  did  not  have  that  when 
we  summoned  you;  but  it  appears  that  substantially  what  you  have 
said  is  in  that  document,  and  that  is  the  source  of  your  information, 
is  it? 

Mr.  Bradley.  That  is  the  article  on  which,  together  with  the 
provision  of  the  food-control  law  quoted  in  the  second  paragraph  of 
my  story,  I  based  my  story. 

The  Chairman.  Where  did  you  get  the  part  of  this  article  that  is 
quoted  here  and  that  you  say  you  did  not  write,  which  begins  with: 

We  are  asking  the  American  people  to  further  reduce  their  consumption  of  wheat 
products. 

Mr.  Bradley.  That  is  quoted  from  this  Exhibit  No.  250. 

The  Chairman.  Also  ? 

Mr.  Bradley.  Yes,  sir. 

The  Chairman.  The  fact  of  the  matter  is,  you  got  your  whole 
article  from  Exhibit  250,  changing  the  language  in  some  respects, 
but  trying  to  write  an  article  which  fairly  represented  the  matter 
given  to  you  ? 

Mr.  Bradley.  Yes,  sir.  The  diflference  between  the  statement  in 
Exhibit  250  and  the  statement  in  the  article  appearing  in  the  Post 
is  attributable  to  my  interpretation  of  the  effect  of  the  statement. 
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The  Chairman.  Did  you  have  any  talk  with  Mr.  Hoover  before 
you  sent  out  this  article  ? 

Mr.  Bradley.  No,  sir.  I  have  only  talked  to  Mr.  Hoover  four  or 
five  times  during  the  entire  time  he  has  been  here. 

The  Chairman.  Did  you  have  any  talk  with  anybody  connected 
with  his  office? 

Mr.  Bradley.  No,  sir.  Well,  I  will  not  say  that.  I  did  not  ask 
anybody  about  this  article.  I  suppose  that  is  what  you  meant,  of 
course. 

The  Chairman.  Yes — that  is,  about  this  article,  or  the  substance 
of  what  you  put  into  this. 

Mr.  Bradley.  No,  sir. 

The  Chairman.  That  is  all. 

CThe  subcommittee  thereupon  proceeded  to  hear  witnesses  on  the 
subject  of  coal,  after 'which  it  adjourned.) 
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TTTBSBAY,  JAKXJA&Y  15,  1918. 

United  States  Senate, 

SU9GOBiMrrTEE   OF  THE  COMMITTEE   ON  ManUFACTUEES, 

WdsMfigtonf  D.  C. 

The  subcommittee  met  at  10.30  o'clock  a.  m.,  pursuant  to  adjourn- 
ment, in  room  226,  Senate  Office  Building,  Senator  James  A.  Reed 
presiding. 

The  Chaibman.  Maj.  Augustus  P.  Gardner,  the  son-in-law  of 
Senator  Lodge,  died  last  night.  Senator  Lodge  is  a  member  of  this 
subcommittee,  and  the  other  members  of  the  committee  feel  that 
under  the  circumstances  they  ought  not  to  have  any  hearings  to-day. 
The  committee  wiU  therefore  stand  adjourned  until  to-morrow  morn- 
ing at  10.30  o'clock. 

(Accordingly,  at  10  o'clock  and  35  minutes  a.  m.,  the  subcommittee 
adjourned  until  to-morrow,  Wednesday,  January  16,  1918,  at  10.30 
o'clock  a.  m.) 
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WBDNBSDAY,  JAIHTABY  16,  1018. 

United  States  Senate, 
Subcommittee  of  the  Committee  on  Manufactures, 

Washington,  D»  G. 

The  subcommittee  met  at  10.30  o'clock  a.  m.,  pursuant  to  adjourn- 
ment, in  room  226,  Senate  Office  Building,  Senator  James  A.  Reed 
presiding. 

Present:  Senators  Reed  (chairman),  Vardaman,  Jones,  and  Ken- 
yon. 

The  subcommittee  proceeded  to  hear  wito^es  upon  the  subject 
of  coal  until  3  o'clock  p.  m.,  when  the  following  witness  upon  the 
subject  of  sugar  was  heard: 

TESTIHOITT  OF  HB.  GEOBQE  H.  EAKLI. 

(The  witness  was  sworn  by  the  chairman). 

The  Chairman.  Mr.  Earle,  you  reside  where  ? 

Mr.  Earle.  Philadelphia. 

The  Chairman.  You  are  a  sugar  refiner? 

Mr.  Earle.  Partly.  I  had  a  litigation  with  the  American  Sugar 
Refining  Co.  and  got  a  plant  that  they  had  taken  from  the  Real 
Estate  Trust  Co.,  which  caused  its  failure,  and  that  case  was  tried 
in  the  United  States  court,  and  I  ultimately  won,  and  I  then  had  to 
take  care  of  the  plant. 

The  CHAimiAN.  Then  you  were  not  a  sugar  refiner  1 

Mr.  Earle.  No. 

The  Chairman.  What  was  your  business  1 

Mr.  Earle.  I  was  president  of  a  trust  company  in  Philadelphia  and 
of  some  other  concerns. 

The  Chairman.  You  have  been  a  financier? 

Mr.  Earle.  Yes. 

The  Chairman.  You  had  no  experience  with  the  sugar  business 
until  you  took  over  this  plant  ? 

Mr.  Earle.  I  have  been  a  lawyer,  and  some  concerns  got  into 
trouble.  The  court  wanted  me  to  fix  them  up,  and  they  turned  out 
successfully,  and  I  was  appointed  by  the  court  in  this  matter.  I  had 
litigation  with  the  American  Sugar  Refining  Co.  and  first  lost  the  case, 
ana  my  counsel  refused  to  take  an  appeal,  and  I  appealed  and  came 
down  and  argued  it  and  got  a  settlement  of  about  $3,000,000  in  this 
plant,  and  then  I  had  to  make  some  use  of  it. 

The  Chairman.  Did  you  say  $3,000,000  and  the  plant? 

Mr.  Earle.  No;  altogether  it  amounted  to  that. 

The  Chairman.  When  was  it  you  got  possession  of  the  plant  ? 

Mr.  Earle.  In  1911.  Then  we  had  other  people  manage  it,  and 
I  finally  had  to  take  over  the  management. 
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The  Chairbian.  When  did  you  take  over  the  active  management  ? 

Mr.  Earle.  About  three  years  ago,  I  should  say. 

The  Chairman.  So  that  whatever  experience  you  have  had  in  the 
sugar  business  has  been  practically  during  the  last  three  years,  1 
presume  ? 

Mr.  Earle.  Of  course  I  was  on  the  board,  but  not  in  real  control 
of  it  from  the  time  we  got  it,  which  was  the  27th  of  January,  1912. 

The  Chairman.  Have  you  any  connection  now  with  the  American 
Suear  Refining  Co.  ? 

Mr.  Earle.  No ;  except  that  they  are  our  chief  rival. 

The  CHAIRMAN.  Have  you  any  connection  with  any  other  refining 
company  ? 

1^  Mr.  Earle.  No;  not  with  the  refining  companies.  I  buy  sugar, 
that  is  all.  We  are  independent  of  everybody,  except  that  we  have 
to  get  our  raw  supphes. 

i^  The  Chairman.  And  you  buy  some  of  your  supplies,  do  you,  from 
the  Hawaiian  producers  ? 

Mr.  Earle.  Wo  buy  from  them  and  from  everybody. 

The  Chairman.  Is  it  not  your  company  that  has  some  contract  or 
arrangement  with  the  company  of  which  Mr.  Kolph  used  to  be  the 
head  m  California  ? 

Mr.  Earle.  We  buy  nearly  all  of  the  sugar  they  send  east. 

The  Chairman.  There  are  two  companies.  Tnero  is  a  company 
of  Hawaiian  planters  or  producers  oi  raw  sugar;  then  there  is  a 
company  that  refines  the  sugars  in  California.  Did  you  have  your 
contract  with  the  producing  company  or  did  you  have  it  with  the 
refining  company  ? 

Mr.  Earle.  \\  c  met  a  lot  of  gentlemen  in  New  York.  This  is  all 
I  know:  The  American  Sugar  Refining  Co.  had  this  contract,  and 
for  some  reason  or  other  it  was  not  satisfactory,  and  we  received  a 
communication  from  a  New  York  broker  asking  us  if  we  would  not 
like  to  buy  some  Hawaiian  sugars,  and  we  met  some  gentlemen 
who  said  that  they  represented  the  Sugar  Factors'  Co.  en  Hawaii, 
and  they  told  us  that  they  would  give  us  the  same  contract  that 
the  American  Sugar  Ilefinmg  Co.  had  rejected,  I  told  them  I  would 
rather  make  up  their  sugar  on  a  toll,  which  they  reiected,  and  we 
then  subsequently  said  we  would  take  half  of  it  if  tney  would  get 
somebody  else  to  take  half. 

The  Chairman.  When  was  this,  now  ? 

Mr.  Earle.  This  was  a  little  over  two  years  ago.  The  contract 
was  for  two  years,  and  it  has  just  been  renewed — well,  not  just; 
some  time  ago  it  was  renewed  for  another  year. 

The  Chairman.  Before  vou  had  this  contract — that  is,  the  com- 
panv  that  you  represent — by  the  way,  what  is  your  company  ? 

Mr.  Eakle.  The  Pennsylvania  Sugar  Co. 

The  Chairman.  Before  the  Pennsylvania  Sugar  Co.  made  this 
contract  for  one-half  of  the  Hawaiian  sugars  tnat  were  sent  East 
from  the  Factors'  Company,  you  say  they  had  a  contract  with  the 
American  Sugar  Refining  do. 

Mr.  Earle.  Of  course  I  can  onlv  speak  from  what  I  was  told. 
I  was  no  party  to  that,  but  I  understood  that  the  American  had 
had  it  a  great  number  oi  years,  and  upon  Mr.  Babst  becoming  presi- 
dent they  felt  that  it  was  an  imdesirable  contract;  and  these  gentle- 
men then  offered  us  I  think  the  whole  of  it,  and  we  were  not  a  very 
large  or  important  concern  then — ^we  are  now — and  we  took  half. 
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The  Chairman.  YHiat  sugar  broker  was  it  that  negotiated  that 
dealt 

Mr.  Earlb.  Mr.  Breaker.  I  do  not  think  he  is  in  the  su^ar  busi- 
ness at  all  now.  I  think  he  was  trying  to  start  in  the  sugar  business, 
and  he  heard  of  thiS;  and  told  our  sales  agent,  and  tnen  we  were 
brought  together. 

The  Chairman.  You  have  had  this  contract  about  three  years  t 

Mr.  Earle.  It  has  run  two  years.  It  is  now  just  beginning  the 
third. 

The  Chairman.  What  did  you  get  out  of  it  the  first  year — how 
much  sugar  ? 

Mr.  Earle  (to  Mr.  McCarthy).  Will  you  give  us  those  figures? 

Mr.  McCarthy.  One  hundred  and  sixteen  thousand  the  first  year. 

The  Chairman.  And  how  much  did  you  set  the  next  year  ? 

Mr.  Earle.  You  can  get  that  from  Mr.  McCarthy. 

Mr.  McCarthy.  About  one  himdred  and  twenty. 

The  Chairman.  How  much  did  you  receive  thus  far  this  year  ? 

Mr.  Earle.  None. 

The  Chairman.  Now,  so  that  I  am  sure  I  understand,  has  this 
suear  year  begun  vet? 

Mr.  Earle.  It  begins,  I  think,  with  the  1st  of  January.  I  think 
some  has  started,  but  none  has  arrived  of  this  year's  crop. 

The  Chairman.  So  you  received  116,000  during  the  su^ar  year 
which  began  on  the  1st  day  of  January,  1916,  and  ran  until  the  1st 
day  of  January,  1917.  Then  you  received  120,000  during  the  year 
that  began  on  the  1st  day  of  January,  1917,  and  ran  until  the  31st 
day  of  December,  1917  ? 

Mr.  Earle.  That  is  substantially  correct.  You  can  break  it  off 
at  any  point;  but  it  is  for  a  crop,  and  it  might  lap  over  a  few  days, 
or  it  might  stop  early. 

The  Chairman.  On,  yes.  So  that  you  have  been  receiving  sugars 
under  this  contract  durmg  the  present  so-called  sugar  shortage — and 
it  is  a  sugar  shortage  2 

Mr.  Earle.  Yes,  sir.  It  has  been  one  of  the  few  reliefs  the  situ- 
ation has  had. 

The  Chairbcan.  Can  you  tell  me  by  months  how  your  sugar 
arrived  from  California  ? 

Mr.  Earle.  We  can,  easily. 

The  Chairman.  Have  you  the  figures  available  and  with  you  ? 

Mr.  Earle.  I  brought  my  superintendent,  who  can  get  them  for 
you.  I  am  sure. 

Tne  Chairman.  Has  he  them  with  himf 

Mr.  Hoodless.  They  are  at  the  hotel.    We  will  bring  them  down. 

Mr.  Earle.  I  will  see  that  you  get  them,  Senator. 

The  Chairman.  I  wish  you  would  give  us  the  actual  tonnage 
arriving  each  month  during  each  of  these  years. 
^  Mr.  Earle.  I  will  be  very  glad  to. 

PThe  Chairman.  You  seem  to  have  received  a  little  more  sugar 
this  year  than  you  did  last  year. 

ifr.  Earle.  It  varies  with  their  crop. 

The  Chairman.  I  imderstand. 
PMr.  Earljb.  Their  crop  this  year  has  been  much  better.    Next 
year,  imfortunately,  it  is  going  to  be  much  worse. 

The  Chairman.  But  it  is  much  better  this  year) 


952  SHOBXIOB  OW  BUOAB. 

Mr.  Eable.  The  year  that  has  just  ended;  it  has  been  better. 

The  Chairman.  When  did  you  commence  to  get  your  Hawaiian 
sugars  in  the  year  1917 — ^boginnine  with  the  Ist  of  January,  1917  ? 

Mr.  Earle.  I  will  have  to  ask  these  gentlemen. 

Mr.  HooDLESfl.  Early  in  February. 

Mr.  Earle.  We  will  verify  all  this  from  the  records  if  you  gentle- 
men desire  it. 

The  CHAiRBiAN.  You  began  to  get  your  Hawaiian  sugars  in,  then, 
along  in  the  month  of  January,  1917.  Now,  when  is  the  principal  part 
of  your  sugars  delivered  1    Can  you  tell  me  that? 

Mr.  Earle.  Thev  are  delivered  pretty  regularly  until  toward  the 
end  of  the  year;  then  from  November  on  we  get  very  little.  Then 
thev  begin  about  in  February  again. 

The  Chairbcan.  Did  you  make  any  particular  effort  to  get  sugars 
from  the  Factors'  Company  this  last  year? 

Mr.  Earle.  We  took  all  that  they  shipped;  yes. 

The  Chairman.  Yes;  but  did  you  make  any  effort  to  get  them 
increased  ? 

Mr.  Earle.  No. 

The  Chairman.  Who  is  the  manager  of  the  Factors'  Company  now  ? 

Mr.  Earle.  I  think  a  Mr.  Brown. 

The  Chairman.  Was  Mr.  Rolph  formerly  the  manager  of  that 
companv? 

Mr.  Earle.  Mr.  Rolph,  I  understood,  resigned  when  he  took  his 
new  position. 

The  Chairman.  Who  is  the  manager  of  the  refining  company  in 
CaUf ornia  tliat  refines  to  Factors'  sugar  ? 

Mr.  Earle.  I  think  Mr.  Brown  is. 

The  ChELAiRMAN.  He  succeesed  Mr.  Rolph  in  both  of  those  places  f 

Mr.  Earle.  I  think  he  is  in  charge.  I  just  have  that  general 
impression.  We  never  had  any  relations  with  Mr.  Rolph  or  Mr. 
Brown;  it  was  these  New  York  agents. 

Mr.  MoCarthy.  Senator,  if  I  may  remind  Mr.  Earle,  he  is  talking 
about  the  refiners'  company  in  San  Francisco. 

Mr.  Earle.  Who  are  you  talking  about) 

Mr.  McCarthy.  The  Factors'  Co.  (Ltd.).  Mr.  Rolph  has  had  no 
connection  with  that. 

Mr.  Earle.  I  think  the  Senator  understands  that. 

Mr.  MoCartht.  We  have  not  had  anything  to  do  with  it. 

Mr.  Earle.  We  have  had  no  dealings  with  Mr.  Rolph  at  all  or  Mr. 
Brown.     I  have  met  them  both. 

The  Chairman.  That  was  not  important.  I  did  not  mean  to  drag 
it  in.  I  was  just  trying  to  connect  up  the  history  of  the  matter,  that 
is  all. 

Mr.  Earle.  I  understood  you  perfectly.  Senator. 

Mr.  Rolph.  Mr.  A.  N.  Nowell  is  the  manager  of  the  sugar  company. 

Mr.  Earle.  I  want  to  get  this  information  for  you,  and  it  seemed 
to  me  better  to  ask  these  eentlemen  rather  than  say  I  do  not  know. 

The  Chairman.  Certainly;  that  is  all  right. 

Mr.  Earle.  I  know  nothing  about  the  manufacturing  comuany 
out  there  at  aU.  I  have  dealt  with  gentlemen  who  live  and  nave 
their  offices  in  New  York. 

The  Chairman.  Mr.  Hoover  requested  that  you  be  asked  to  come 
and  testify,  and  I  am  going  to  say  to  you  now  that  the  committee 
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will  be  glad  to  have  you  make  any  statement  that  you  desire  perti- 
nent to  tlie  matters  before  us. 

Mr.  Eable.  Senator,  that  is  very  handsome  of  you,  and  I  feel 
under  obligations  to  help  you  in  any  way  I  can.  I  hardly  know  Mr. 
Hoover.  I  met  him  once  before  this  morning,  and  I  went  and  asked 
him  this  morning  why  he  asked  that  I  should  be  examined,  and  he 
said  because  I  was  in  such  an  independent  position  that  he  tliought 
I  probably  would  not  be  biased  by  the  different  conflicts  and  would 
be  of  some  service,  so  I  have  gone  along  with  this  matter. 

It  is  really  quite  diflScult  for  me  to  collect  my  though te,  and  what 
I  would  like  to  say  to  you  is  that  when  we  are  away  from  Washington 
we  rather  feel  that  you  gentlemen  do  not  treat  us  well.  When  iget 
down  here,  I  feel  that  vou  are  not  treated  well.  I  feel  that  you  are 
not  given  unprejudicea  and  unbiased  information,  and  if  you  make 
mistakes  it  is  pretty  well  up  to  people  who  have  special  interests 
and  do  not  give  you  what  you  are  entitled  to.  In  that  way  I  may 
be  of  some  service  to'you.  If  I  am  not,  I  want  you  to  point  out  in 
what  way  I  can  be. 

I  have  looked  over  the  testimony  since  I  have  been  here  as  well 
as  I  coidd  read  it,  and  you  are  not  given  accurate  information,  and 
I  think  you  would  like  to  know  it  and,  like  me,  when  I  make  a  state- 
ment 01  that  kind,  to  verify  it  if  possible.  I  am  sure  that  is  what 
you  all  want. 

The  Chairman.  That  is  light. 

Mr.  Earle.  I  would  advise  anybody  to  look  with  suspicion  upon 
all  these  prepared  statements.  The  sugar  situation  is  the  most 
uncertain  thing  in  the  world.  We  have  lost  $350,000  on  a  single 
cargo  between  the  time  we  bought  it  in  Cuba  and  the  time  it  got 
here.  We  will  make  as  much  on  a  cargo.  You  reaUy  never  know 
where  you  stand,  because  the  figures  are  so  enormous  that  fractions 
of  cents  make  a  tremendous  difference.  A  gentleman  once  said  to 
me  that  he  never  knew  what  a  fraction  meant  imtil  he  got  into  the 
sugar  business.  A  fraction  of  a  cent  may  mean  a  fortune,  or  it  may 
naean  a  loss.  If  you  will  take  the  actual  returns  on  these  things, 
you  will  find  that  that  is  the  case. 

In  addition  to  that.  Senator — and  if  I  am  boring  you  I  want  you 
to  tell  me 

The  Chairman.  Go  ahead,  sir. 

Mr.  Earle.  In  addition  to  that,  there  is  another  great  danger. 
The  figures  that  you  gentlemen  are  given  are  the  most  unreliable 
estimates.  Sugar  starts  to  grow,  and  if  you  have  very  rainy  weather 
it  grows  like  wild,  and  it  looks  like  an  enormous  crop.  If  you  have 
dbry  weather,  it  looks  like  it  was  going  to  be  a  failure.  Rainy  weather 
comes  on,  and  it  grows  in  a  short  time  in  Cuba  in  the  most  marvelous 
way.  When  you  get  up  near  the  end  of  the  year  you  can  take  your 
oath  on  pretty  nearly  anything  you  please.  Now,  I  am  just  going 
to  illustrate  to  you  gentlemen  how  httle  guidance  you  reallj^  nave 
had  by  giving  you  the  actual  results  against  some  of  the  testimony 
that  was  put  m  here.  What  I  want  to  warn  you  against  is  just 
that  thing. 

I  have  some  testimony  here.  Then  there  are  some  statements,  as 
I  see  in  looking  over  tms,  that  were  put  in  as  coming  from  and  no 
doubt  were  given  to  you  as  chairman  of  this  committee  as  coming 
from  WiUett  and  Gray,  and  Willett  and  Gray  say  just  exactly  the 
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Opposite;  and  yet  they  are  in  these  records  as  Wiflett  and  Gray's 
fig^es,  and  they  are  totally  misleading.  I  see,  upon  glancine  over 
tms  book  as  far  as  I  could  read  it,  that  both  you  and  ^nator  Lodge 
have  said  that  the  committee  aclmowledged  the  great  shortage,  so  I 
need  not  go  into  that;  but  one  of  the  first  charges  that  I  come  across  in 
pursuing  this  matter — and  it  is  a  serious  charge,  too — ^is  that  there 
was  a  normal  supply,  a  normal  demand,  and  all  the  trouble  arose 
from  interference  from  outside  sources. 

Now,  I  am  not  prejudiced  on  that  subject.  I  want  you  to  imder- 
stand  that  I  thorougnly  agree  with  vou  and  Senator  Lodge  that  in 
the  long  run  arbitrary  price  fixing  will  not  do.  Personally,  I  believe 
in  liberty  as  the  developer  of  industry,  and  this  world  war  is  going 
to  be  won  by  the  money  made  by  a  free  people.  That  is  my  entire 
feeling  on  this  subject.  But,  nevertheless,  we  have  a  crisis  in  this 
market  which  is  being  dealt  with  in  a  very  peculiar  way.  As  I 
understood  the  statement  made  to  us  when  we  were  asked  to  go 
into  this  contract,  Mr.  Hoover  has  evolved  an  idea  which  personally 
I  should  like  to  see  given  a  fair  trial.  I  am  not  a  prophet  on  the 
subject  of  whether  it  is  a  success  or  not.  He  has  an  idea  that  you 
can  not  fix  prices  against  people's  wills,  but  that  in  emergencies  you 
can  get  them  to  agree  to  limitations  which  probably  will  not  run 
into  stopping  production,  because  they  do  agree.  NTow,  from  my 
study  01  these  questions  that  is  a  novel  idea,  but  that  is  really  what 
Mr.  Hoover  is  trving  to  work  out.  I  do  not  know  that  I  am  making 
myself  clear. 

The  CHAmMAN.  Well,  that  may  be  yom*  opinion  as  to  what  he  is 
trying  to  work  out. 

Mr.  Earle.  I  am  only  trjring  to  give  my  opinion  from  what  was 
said  to  me  when  I  joined  in  the  experiment.  I  might  put  it  in 
another  way.  Senator,  and  that  is  that  that  was  the  reason  I  was 
interested  m  the  experiment — because  that  was  my  impression. 
Of  course,  Mr.  Hoover  can  speak  for  himself. 

The  charge,  as  I  have  said — if  I  misstate  it,  you  gentlemen  will 
know  what  it  was;  I  do  not  want  to  bother  you  with  referring  to 
testimony — the  charge  was,  as  I  have  stated  it,  that  this  interference 
had  made  all  the  trouble.  I  want  to  give  you  against  that  testimony 
iust  a  few  actual  figures,  and  I  think  they  will  be  interesting  to  you. 
Now,  I  am  giving  you  figures.  I  am  not  giving  you  opinions.  I  can 
come  here  and,  without  the  slightest  danger  of  ever  being  criticized, 
give  you  any  figure  I  please,  but  I  do  not  believe  in  that.  I  believe 
that  IS  a  mistake. 

We  have  a  long  Ust  here.  One  of  the  witnesses  told  you  gentle- 
men— I  can  give  the  pages  if  you  want  them,  but  you  will  probably 
recollect  the  testimony 

The  Chairman.  Suppose  you  give  me  the  page  you  are  referring 
to  now. 

Mr.  Earle.  I  am  not  interested  in  these  personalities.  I  will 
just  give  you  the  testimony,  and  I  will  not  refer  to  any  of  the  wit- 
nesses' names.     You  can  find  it. 

The  Chairman.  I  should  like  to  have  the  page  of  the  record. 

Mr.  Earle.  I  am  going  to  find  it  for  you,  if  you  will  pardon  me 
a  minute.  I  hope  you  will  not  think  tnat  I  always  do  things  as 
badly  as  I  am  doing  this,  berpuse  I  have  not  much  memory. 
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On  page  9,  and  also  page  14,  you  will  find  the  positive  statement 
that  the  consumption  lor  the  year  has  been  the  same.  You  will 
find  on  page  14  tne  statement  tnat  there  was  no  shortage  in  supply 
over  the  prior  year.  That  astounded  me  and  started  me  to  look 
into  it^  because  I  have  never  been  through  such  a  situation  in  my 
life,  if  you  would  send  a  lady  a  6-poimd  bag  of  sugar  she  would 
be  much  more  grateful  than  ii  you  gave  her  a  diamond  necklace. 
It  almost  got  to  be  a  mania. 

On  page  18  you  will  see  the  statement  that  there  being  no  increase 
of  consumption  and  no  shortage  in  supply — ^relative  shortage,  I 
mean — there  would  have  been  no  trouDle  except  for  the  Food 
Administrator.  Now,  as  to  whether  the  trouble  arose  from  the 
Food  Administrator  or  not,  that  is  another  question;  but  those  were 
the  matters  that  attracted  my  attention. 

This  testimony  is  terribly  jumbled  up.  The  testimony  all  looks 
as  if  it  came  from  Willett  and  Gray.  It  does  not.  That  is  some- 
thing that  you  yourself  have  evidently  been  deceived  about,  I 
want  to  point  that  out  to  you  for  your  own  guidance.  Figures  are 
read  along  for  a  certain  distance  from  Willett  and  Gray,  and  then 
other  figures  are  interpolated,  and  then  it  ail  gets  before  you  as 
thouA  thoy  were  Willett  and  Gray's  figures.  Now,  I  want  to  say 
that  Willett  and  Gray,  like  everybody  else  in  this  thing,  make  very 
serious  mistakes,  but  I  think  they  make  less  than  almost  anybody 
except  the  Government  of  the  United  States;  and  I  think  I  will 
render  you  a  service  in  pointing  out  to  you  that  the  Government  is 
collecting  statistics  entirely  apart  from  all  these  matters  of  contro- 
versy that  are  much  more  accurate  than  any  of  these,  but  they  are 
harder  to  get.     They  are  not  so  generally  known. 

In  the  first  place,  gentlemen,  the  witness  that  made  these  state- 
ments said  that  there  was  the  same  consumption.  I  will  take 
Willett  and  Gray  for  the  moment.  You  have  not  been  given  this 
by  anybody.  We  have  the  actual,  complete  figures  for  the  year 
now.  They  square  perfectly — everything  squares  when  people 
are  telling  the  truth — with  wnat  we  have  been  going  through  and 
what  caused  this  committee  to  investigate  this  matter.  I  am  now 
reading  from  the  January  10  number  of  Willett  and  Gray,  the  review 
for  1917,  page  14. 

The  figures  show  the  consumption  of  sugar  to  have  been  3,954,187 
tons,  an  increase  of  295,580  tons — in  round  figures  300,000  tons,  to 
save  so  many  words — or  an  increase  of  8.079  per  cent,  against  a 
decrease  last  year  of  142,000  tons,  or  3.759  per  cent  for  1916. 

It  goes  on  and  gives  you  all  of  the  figures  in  great  detail.  That, 
in  the  sugar  trade,  is  regarded  as  an  official  statement.  That  will 
go  down  m  the  records  as  what  was  the  consumption  for  that  year; 
so  that  it  is  not  quite  fair  to  gentlemen  like  yourselves,  working  on 
behalf  of  the  general  public,  to  say  that  there  was  no  increased  con- 
sumption, when  such  a  terrific  increase  was  taking  place. 

This  witness  testifies,  I  suppose  in  support  of  his  theory  that  there 
was  the  same  quantity  of  sugar 

The  Chairman.  Wnat  page  ? 

Mr.  Earle.  This  is  page  15  of  part  I.  If  I  do  not  make  myself 
clear,  I  hope  you  gentlemen  will  not  hesitate  to  make  me  correct 
myself.  I  feel  I  am  not  up  to  top  pitch.  This  witness  puts  down, 
to  show  that  there  was  plenty  of  sugar,  the  figure  that  Louisiana  has 
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produced  280,000  tons.  I  want  to  sav  that  that  statement  is  very 
confused;  I  do  not  just  understand  wnat  he  means,  but  that  is  the 
figure  that  he  gives  on  Louisiana  in  connection  with  there  being  the 
same  quantity.  I  refer  again  to  Willett  and  Gray  of  the  same  day. 
They  say,  on  the  top  of  the  same  page: 

Reduction  in  domestic  beet  crop  estimate:  Because  of  poor  yield,  lack  of  labor 
and  transportation  difficulties,  witn  some  freezing  of  beets  in  the  ground,  we  have 
reduced  our  estimate  of  the  United  States  beet  crop  to  750,000  tons  against  previou's 
indication  of  875,000  tons.  ' 

How  a  gentleman  with  such  figures  can  get  at  any  result  satisfac- 
tory to  himself  is  beyond  me.     [Ueading:] 

A  reduction  in  estimates  waa  also  necessary  at  this  time  last  year,  but  then  due  to 
unfavorable  weather  onl}r.  Twice  now  have  prospects  of  lai^e  crops  been  blasted, 
but  the  shortage  this  year  is  more  deplorable  by  reason  of  lack  of  Cuba  supplies  because 
of  scarcity  of  ocean  tonnage. 

Now,  that  is  real  authority.  They  do  make  mistakes,  Senators: 
everybody  will  make  mistakes  that  attempts  to  forecast  this  business, 
because  there  are  such  queer  features  in  wie  development  of  sugar. 

The  Chairman.  I  do  not  understand  your  point.  Do  you  claim 
that  this  statement  that  is  made  here  on  pa^e  15,  and  the  figures  read, 
were  false  figures — that  they  were  not  reaa  f rom  Willett  and  Gray  ? 

Mr.  Eable.  Not  yet.  I  do  claim  that  that  happened  in  another 
place,  but  I  do  not  mean  with  any  bad  intent.  Men,  particularly 
men  not  accustomed  to  these  proccaiu*es,  get  embarrassed  before  you 
and  make  mistakes;  but  at  present  I  am  trying  to  make  it  dear  to 
you  gentlemen  that  you  have  not  had  data  before  you,  real  data,  that 
justifies  the  conclusion  that  there  was  not  a  real  shortage.  He  speaks 
of  the  same  situation  being  repeated  this  year  that  there  was  last 
year,  with  the  new  factor  of  the  sugar  admmistration  coming  in.  I 
am  showing  that  the  fieures  are  absolutely  wron^  to  an  enormous 
extent;  that  you  had  such  a  shortage  as  never  was  oreamed  of  before. 

The  Chairman.  That  is  general.  I  want  to  know  whether  you 
claim  that  the  figures  given  on  page  15  of  this  report  are  false  figures 
or  not  ? 

Mr.  Earle.  I  would  rather  use  the  term  'incorrect" — ^not  all  the 
figures,  but  some  of  them  are  incorrect. 

The  Chairman.  Do  you  claim  that  they  were  not  the  figures  that 
were  printed  in  Willett  and  Gray  and  correctly  read  from  -them  I 

Mr.  Earle.  I  claim  this:  I  do  not  know  where  these  figures  came 
from.  The  witness  was  engaged  in  explaining  that  there  was  no  in- 
crease in  consumption. 

Senator  Vardaman.  Who  was  the  witness  ? 

The  Chairman.  Mr.  Spreckels;  and  this  statement  is  made  by  Mr. 
Spreckels: 

Shall  I  read  right  from  this  statistical  report  of  Willett  and  Gray? 
The  Chairman.  Yes;  you  may  read  it. 

Mr.  Spreckels.  These  are  the  same  statisticians  to  whom  Mr.  Hoover  referred. 
We  will  talie,  first,  the  United  States  proper  in  cane-sugar  production. 

Then  foUows  a  long  Ust  of  figures  applicable  to  a  great  many  places, 
occupying  two-tliirds  of  the  page. 

Senator  Vardaman.  Does  it  purport  to  be  a  quotation  1 

The  Cuairman.  I  just  read  you  exactly  what  he  said.  My  recol- 
lection is  that  he  read  it  from 

Mr.  Earle.  Now,  Senator,  I  can  make  perfectly  plain  what  I  am 
trying  to  make  clear  to  you.     I  am  not  maldng  the  sUghtest  attempt 
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to  say  that  this  was  not  Mr.  Spreckels's  dpinion,  and  that  he  may  not 
have  gotten  it  somewhere.  What  I  am  trying  to  give  you  light  on 
is  what  was- the  real  situation — that  the  %ures  that  I  understand  he 
was  advancing  in  support  of  his  claim  that  there  was  not  any  less 
sugar  were  not  sound  figures;  that  by  actual  results,  which  I  am  for- 
tunate enough  to  be  able  to  rive  you,  he  has  taken  a  false  position 
in  which  he  might  have  been  himself  misled  by  false  figures  •  out  the 
duty  I  am  trying  to  discharge  to  this  committee  is  to  show  that  they 
were  mistakes.     Do  I  make  that  clear  to  you  ? 

The  Chairman.  If  these  were  WiUett  and  Grav's  figures  that  he  read, 
you  are  now  seeking  to  controvert  WiUett  and  Grrajrs  figures  by  other 
figures  of  Willett  and  Gray  ? 

Mr.  Eable.  By  the  latest  complete  returns. 

The  Chaikman.  If  they  were  mistaken  in  the  first  instance,  they 
might,  of  course,  be  mistaken  in  the  second. 

Mr.  Earle.  No;  they  have  got  the  statistics.  This  is  final.  There 
is  all  the  difference  in  the  world  between  a  result  ascertained  and  a 
guess  made  in  advance. 

The  CHAraMAN.  Oh,  yes.  It  is  the  difference  between  an  estimate 
and  a  result,  of  course. 

Mr.  Eable.  Exactlv;  and  Willett  &  Grray's  corrected  figures  will 
be  much  more  apt  to  be  correct  than  their  earlier  approximations  for 
the  purposes  of  the  trade.  All  I  am  trying  to  show  you  is  that  in 
actual  results  Mr.  Spreckels  was,  by  the  very  authorities  he  quoted, 
incorrect. 

The  Chairman.  Very  well.  Now  will  you  go  through  and  show 
where  he  was  incorrect  ?  You  say  there  was  a  greater  consumption — 
that  Willett  &  Gray  show  a  greater  consumption  than  there  was 
last  year. 

Mr.  Eable.  Yes. 

The  Chairman.  Do  they  show  a  reduction  in  the  crop  abo  ? 

Mr.  Earle.  I  am  going  to  give  you  just  what  they  do  give.  I 
would  rather  give  you  the  facts  than  general  statements. 

The  Chaibman.  But  I  know  you  want  to  be  just  about  this  matter, 
of  course. 

Mr.  Eable.  Why,  certainly.  If  I  am  not,  you  can  check  me  up 
very  quickly. 

liie  CbAiBMAN.  If  you  single  out  a  single  figure  on  one  side  of  the 
balance-sheet  and  say  that  was  over-estimated  because  on  a  later 
return  it  is  found  to  be  too  large,  and  then  you  do  not  teU  us  whether 
there  were  mistakes  made  on  the  other  side  of  the  sheet  that  may  have 
offset  it,  we  still  might  be  in  error. 

Mr.  Earle.  You  are  perfectly  clear  about  that. 

The  Chairman.  Therefore,  I  am  inquiring  whether  you  checked  up 
these  figures  clear  along  the  line,  or  whether  you  have  selected  out 
certain  figures  without  cnecking  tne  rest  of  them  ? 

Mr.  Earle.  I  have  checked  them  up  as  far  as  I  have  new  data  to 
check  them  up  with.  I  want  you  to  get  clearly  in  your  mind  that  1 
am  trying  to  get  you  correct  mformation. 

The  Chairman.  Yes. 

Mr.  Earle.  If  I  am  not,  all  this  is  matter  of  record,  and  I  can  be 
easilv  corrected. 


058  BHOBZAQB  OF  8ITQAA. 

The  next  figures  that  I  have  final  data  on — and  I  should  like  to  call 
your  attention  to  another  fact 

TheCHAEBMAN.  Will  you  let  me  see  that  copy  of  Willett  &  Gray's 
paper  ? 

Mr.  Earlb.  Why,  certainly,  sir.  I  will  give  it  to  you  [handing 
paper  to  the  chairman].  It  is  on  that  page  there,  Senator.  I  win 
appreciate  it,  if  I  make  any  mistakes  or  if  1  am  not  clear,  if  you  will 
call  attention  to  it.  As  I  liave  said,  I  am  not  perfectly  clear  in  my 
head  to-day,  and  if  you  gentlemen  will  call  attention  to  anytlung  of 
that  kind  I  shall  be  very  glad.  I  want  to  help  you,  and  I  will  not 
help  you  by  misleading  you. 

The  Chairman.  It  would  seem,  if  you  are  correct  in  this  statement, 
that  all  this  sugar-conservation  campaign  that  we  have  had  for  the 
past  12  months  has  restdted  in  an  enormous  increase  of  sugar  con- 
sumption, and  that  the  sooner  we  abolish  all  attempts  at  control  the 
better  it  will  be.  We  have  had  an  agitation  here  that  began  early 
last  May,  and  it  has  been  carried  into  every  household  in  the  land. 
We  have  conservation  cards  in  every  window,  and  we  have  been 
assured  that  the  dining  cars  have  saved  12  tons  of  sugar,  I  beheve, 
and  that  hotels  have  oeen  conserving,  and  restaurants  have  been 
conserving,  and  we  have  had  sugar  handed  out  to  us  one  single  lump 
at  a  time;  and  yet,  as  a  result  of  all  this,  we  have  used  295,580  tons 
more  sugar  than  before  we  began  to  save. 

Mr.  Eable.  Yes;  and  been  leit  with  none  at  all  months  ago. 

The  Chairman.  That  makes  a  sort  of  joke  out  of  this  conservation 
program,  does  it  not — a  sort  of  a  sad  joke  ? 

Mr.  Eable.  Do  you  not  think.  Senator,  before  we  aigue  it,  that  I 
might  give  you  what  I  have  got  in  my  mind,  because  I  might  mi53  it 
all.     I  can  not  remember  these  figures. 

The  Chaibman.  All  right. 

Mr.  Eable.  I  should  hke  to  argue  any  question  with  you,  because 
you  are  a  very  interesting  man,  if  you  will  permit  me  to  say  so. 

The  Chairman.  Go  ahead,  sir.  I  am  just  curious  to  know  which 
w^  this  cat  is  going  to  jump. 

Mr.  Eable.  I  have  every  reason  to  believe  that  you  are  going  to 
know. 

The  Chairman.  When  we  are  arguing  from  the  standpoint  of  no 
sugar  shortage,  it  is  not  difficult  at  all  to  show  that  there  is  a  sugar 
shortage;  but  when  we  are  arguing  from  the  standpoint  of  sugar  con- 
servation, it  is  not  at  all  dimcult  to  show  that  we  have  consented 
marvelously,  and  produced  great  results. 

Mr.  Earle.  Oh,  yes,  we  nave.  The  American  people  are  quite 
capable  when  they  get  aroused. 

The  Chairman.  I  see  they  are — 295,000  tons  more  susar  consumed. 

Mr.  Earle.  They  are  «dso  capable  of  consuming.  Now,  another 
figure  that  is  incorrect — and  I  am  not  attacking  these  figures  gener- 
afly.     I  am  merely  checking  them  up  with  later  results. 

Senator  Jones.  Mr.  Earle,  if  ^ou  have  there  the  figures  of  last  year's 
crop,  I  should  hke  to  get  them  in  the  record  in  some  tabulated  fonn. 
What  was  the  actual  production  from  Cuba  last  year? 

Mr.  Earle.  I  have  not  that  at  all.  I  have  only  checked  up  a  few 
figures  that  I  have  final  information  for  instead  oi  these  wild  guesses. 
I  will  give  you  aU  I  have. 

Senator  Jones.  I  wish  you  would. 
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Mr.  Earle.  Shall  I  go  on,  Senator  ? 

The  Chairman.  Certainly. 

Mr.  Earle.  Now,  on  the  same  page,  I  have  one  other  figure  that 
I  want  to  caU  attention  to.  The  ttoee  figures  that  struck  me  were 
the  three  figures  that  have  been  ascertained.  The  consumption  is 
now  known.  Of  course  if  you  deduct  300,000  tons  from  a  sum,  you 
have  less  to  deal  with  than  if  you  had  not  used  that  sugar,  and  the 
daim  that  there  was  an  equality  must  disappear  if  there  are  such 
deductions  that  should  have  been  made.  I  only  daim  that  as  far  as 
they  have  been  ascertained,  as  definitely  as  they  ever  will  be,  they 
show  an  entirely  different  situation.    Am  I  makmg  that  clear  i 

The  Chairman.  Now,  I  wish  you  would  tell  us  at  what  places  Mr. 
Spreckels'  testimony  was  incorrect. 

Mr.  Earle.  I  can  only  tell  you  the  places  where  I  have  discovered 
that  it  is  incorrect,  because  I  have  not  gone  over  all  of  it. 

The  Chairman.  Very  well. 

Mr.  Earle.  There  was  a  mistake  in  Mr.  Spreckels's  figures  for 
Louisiana.  Both  Mr.  Spreckels  and  Willet  ana  Gray  are  mistaken, 
and  that  caused  a  great  aeal  of  the  trouble.  He  puts  Louisiana  down 
at  280,000.  We  all  reUed  on  those  Louisianas,  and  we  all  were  at 
sea  when  they  did  not  come,  which  they  did  not.  Some  were  made 
into  clarified  because  of  various  reasons;  but  instead  of  280,000,  as 
Mr.  Spreckels  gave  it,  Willett  and  Gray,  I  think,  give  it  now  at 
225,000,  and  now  the  Government  has  given  the  final  figures,  and  it 
was  208,000.  I  now  read  the  Monthly  Crop  Reporter,  published  by 
autJiority  of  the  Secretary  of  Agriculture.  I  do  not  want  to  bother 
you  gentlemen  with  these  things. 

The  Chairman.  How  do  you  know  that  is  correct  ? 

Mr.  Earle.  I  never  have  had  any  trouble  with  Government  sta- 
tistics. These  trade  things  are  so  affected  by  the  interests  of  the 
people  that  pubUsh  them. 

The  Chairman.  I  thought  a  little  while  ago  you  were  referring  to 
Willett  and  Grav  as  the  best  authority. 

Mr.  Earle.  They  are  the  best  authority  of  the  kind;  but  I  do  not 
put  them  above  Uie  authority  of  the  United  States,  which  has  not 
the  slightest  interest,  and  has  an  immense  force  to  attend  to  this 
business. 

The  Chairman.  Well,  that  is  a  matter  of  opinion. 

Mr.  Earle.  Of  course;  but  do  you  not  want  their  figures? 

The  Chairman.  Yes,  we  want  their  figures — certainly. 

Mr.  Earle  (reading) : 

Forecasts  for  Louisiana —  , 

Now,  these  are  actual  returns — 

Preliimnary  returns  from  factories  indicate  a  probable  outturn  of  466,000,000  pounds 
of  sugar  in  Louisiana  for  the  current  season,  and  tJie  estimated  amoimt  of  cane  used 
for  sugar  is  about  3,600,000  tons.  Since  these  returns  for  the  1917-18  season  were 
made  before  the  factories  had  conlpleted  their  operations,  the  totals  estimated  above 
are  subject  to  later  revision.  Last  year  (1916-17)  607,800,000  pounds  of  sugar  were 
made  from  4,072,000  short  tons  of  cane,  making  an  average  yield  of  149  pounds  of 
sugar  for  each  ton  of  cane.  The  average  yield  of  sugar  for  the  ciuxent  Beason  is  fore- 
east  as  about  130  poimds  per  ton  of  cane. 

Now,  if  you  will  divide  that  by  the  right  figure,  you  will  get  208,000. 
There  is  a  Government  publication. 

The  Chaibman.  That  is  an  estimate,  again  ? 
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Mr.  Earle.  It  is  less  of  an  estimate.  They  have  got  most  of  the 
returns  in  now. 

The  Chairman.  How  many  factories  did  they  say  they  had  returns 
from  there  ? 

Mr.  Earle.  I  think  he  says  substantially  all.  That  was  the  im- 
pression I  got.  You  have  got  that  in  writing  before  you.  I  would 
not  ask  you  to  depend  on  my  memory  when  vou  have  the  real  thing. 
I  do  not  think  it  mentions  the  nimaber  of  factories.  It  says  there 
may  be  later  corrections. 

Senator  Vardaman.  Mr.  Earle,  did  I  imderstand  you  to  say  that 
these  estimates  made  by  private  enterprises  or  private  persons  are 
somewhat  colored  by  personal  interest  ? 

Mr.  Earle.  I  say  tney  might  be.  I  would  not  say  that  of  any 
particular  person.     Now,  let  me  explain  that  to  you. 

Senator  Vardaman.  It  is  very  natural  that  they  should  be. 

Mr.  Earle.  Willett  and  Gray,  if  they  simply  published  this  journal, 
would  be  in  a  different  position  from  people  active  as  brokers.  They 
are  naturally  affected.  The  mind  of  tne  fellow  that  you  get  appointed 
in  the  Department  of  Agriculture  to  do  this  work  for  vou,  that  you 
supervise  and  pay  the  salary  of,  is  not  biased  at  all.  He  is  just 
grubbing  for  pay. 

Senator  Vardaman.  I  agree  with  you  most  heartily  about  that.  I 
think  that  where  it  is  possible  in  the  performance  of  functions  of  this 
character,  it  ought  always  to  be  done  by  a  man  whose  personal 
interests  are  in  no  way  affected  by  his  conclusions. 

Mr.  Earle.  I  was  sure  that  would  be  your  conclusion  from  all  I 
have  seen  of  you. 

Senator  Vardaman.  That  is  what  I  think  about  it. 

Mr.  Earle.  Now,  this  is  just  what  I  want  to  get  in  your  minds: 
I  am  only  dealing  with  this  one  question.  Mr.  Spreckels,  since  his 
name  has  been  used,  testified  as  follows  on  page  12 — ^I  have  no 
objection  to  using  Mr.  Spreckels's  name,  but  I  do  not  want  to  make 
this  a  personal  matter.  We  are  simply  hunting  facts,  as  I  under- 
stand, trying  to  do  Justice. 

The  Chairman.  1  notice  that  you  all  hunt  Mr.  Spreckels. 

Mr.  Earle.  Oh,  I  only  hunt  him  on  one  subject.  He  did  tell  you 
some  things  about  me  that  were  not  true.  I  will  come  to  that  if  you 
will  let  me;  but  I  suppose  he  was  excited.  In  fact,  he  knew  tney 
were  not  true. 

The  Chairman.  Now,  I  do  not  think  we  care  to  have  that  testimony. 

Mr.  Earle.  But  are  you  going  to  let  him  attack  me  and  say  I  am 
part  of  a  criminal  trust  and  not  let  me  answer  the  attack  ? 

The  Chairman.  No;  you  could  very  easily  deny  that. 

Mr.  Earle.  I  think  the  right  of  self-defense  is  a  right  that  exists 
everywhere  on  the  part  of  an  American  citizen. 

The  Chairman.  The  right  does  exist,  and  it  is  perfectlv  proper 
for  you  to  say  that  you  want  to  correct  that  statement.  That  is  a 
very  different  thing. 

Mr.  Earle.  I  want  to  ^ve  you  the  facts. 

The  Chairman.  That  is  a  very  different  thing  from  charging 
another  man  with  perjury. 

Mr.  Earle.  Oh,  no;  I  did  not  chaise  him  with  perjury. 

The  Chairman.  He  testified  under  oath. 

Mr.  Earle.  Yes;  but  I  said  I  think  he  was  excited. 
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The  Chairman.  The  committee  is  perfectly  willing  to  have  you 
correct  any  statements,  but  I  do  not  think  you  ought  to  characterize 
the  testimony  of  any  witness,  and  I  hope  you  will  not  do  it. 

Mr.  Eablb.  I  should  like  to  clear  that  up,  because  I  want  to  stand 
dear  on  the  record  before  you.  For  some  reason  Mr.  Spreckels 
said  to  you  gentlemen,  without  any  occasion  that  I  can  see  to  sa]^  it, 
that  he  had  no  certainty  that  any  of  us  were  not  engaged  in  a  criminal 
trust.  I  do  not  think  that  was  necessary.  Later  on  he  said  we 
were  "so-called  indei>endents."  Now,  I  tnink  you  are  quite  right, 
Senator.  When  I  said  that  I  know  Mr.  Spreckels  had  information 
to  the  contrary,  I  do  not  know  that  it  was  present  to  his  mind, 
because  that  is  an  entirely  different  thing,  and  it  would  haye  to 
be  present  to  his  mind  to  haye  made  a  chaise  of  perjury,  which 
I  haye  not  made,  and  I  am  sorry  that  you  suggested  it,  because 
I  had  no  such  intention.  Mr.  Spreckels  came  to  me  within  a 
recent  time  and  asked  me  to  make  a  combination — this  one  gentle- 
man who  stands  alone  aboye  reproach.  I  am  only  speakmg  in 
defense  of  my  own  personal  honor  and  dignity,  and  gentlemen  who 
I  know  yalue  theirs.  He  t^ked  me  and  asked  Mr.  Howell,  who  con- 
trolled two  large  refineries  in  New  York,  his  own  city,  to  merge  with 
him.  I  told  Mr.  Spreckels  that  I  felt  that  I  could  not  consider  it 
unless  the  Attorney  General  of  the  United  States  approyed  of  it. 
Mr.  Spreckels  said  ne  thought  he  would,  and  he  saw  us  a  number  of 
times,  but  he  neyer  receiyed  that  confirmation.  There  are  a  number 
of  witnesses  I  can  bring  if  my  word  is  questioned.  Mr.  Post,  of 
Howell's,  was  present,  and  Mr.  Bunker,  of  Howell's.  But  since  I 
haye  been  in  this  matter,  the  only  time  I  haye  been  approached  by 
anybody  to  make  a  combination  was  by  Mr.  Spreckels,  and  I  did  not 
accede;  and  then  for  him  to  come  down  and  tell  you  gentlemen  in 
substance  that  we  were  all  suspected  except  himself,  I  think  you  will 
agree  with  me 

The  Chairman.  Will  you  turn  to  the  testimony  you  referred  to? 

Senator  Vardaman.  i  ou  say  that  you  declined  to  enter  into  that 
combination  unless  he  had  the  approyal  of  the  Attorney  General — 
that  that  was  the  reason  ? 

Mr.  Earle.  The  reason  I  declined  was  this:  I  thought  perhaps — it 
is  merely  my  own  yiew — that  refineries  owned  by  the  same  company 
in  different  places  might  be  beneficial,  ayoid  economic  waste  and 
freight  charges,  which  would  be  peculiarly  beneficial  now,  but  I  did 
not  think  it  was  worth  while  to  go  into  the  details  of  a  combination 
when  there  were  three  refineries  to  be  combined  in  the  single  city  of 
New  York,  and  I  did  not  go  into  any  terms  with  Mr.  SprecKels 
because  I  thought  that  that  would  probably  be  an  insuperable  diffi- 
culty in  the  way.  Mr.  Spreckels  did  not  tnink  so,  but  whether  he 
went  any  further  or  not  1  do  not  know.  But  I  think.  Senator,  as  a 
fair  man,  you  w^iU  say  that  when  a  man  comes  to  you  and  asks  you 
to  make  a  combination,  and  then  says  you  are  suspected  of  being  in 
a  trust,  when  you  told  nim  you  could  not  do  it  witnout  the  approyal 
of  the  Attorney  General,  it  is  not  quite  the  square  play  that  I  would 
expect  in  Mississippi,  for  example. 

Senator  Vardaman.  I  rather  think  you  are  right  about  that. 

Mr.  Earle.  I  knew  you  would. 

Senator  Vardaman.  The  reason  you  did  not  negotiate  with  him 
was  because  you  were  afraid  of  the  law  ?    Was  it  that  ? 

38464—18 61 


962  SHORTAGE  OV  SXTaAB. 

Mr.  Earle.  I  was  not  afraid  of  it  at  all. 

Senator  VARDAiiAN.  You  wanted  the  approval  of  the  Attorney 
General  before  entering  into  it? 

Mr.  Earle.  I  was  on  perfectly  good  terms  with  Mr.  Spreckels.  He 
said  it  would  be  a  good  operation  to  combine  those  four  oig  refineries^ 
and  I  talked  it  over  with  him,  and  I  said,  ''Three  of  them  are  in  New 
York,  and  I  doubt  whether  the  Government  will  approve  that.  If 
it  will  not,  I  do  not  want  to  talk  about  it." 

Senator  Vardaman.  Did  you  approve  the  proposition  ? 

Mr.  Earle.  I  never  came  to  any  terms  witli  him. 

Senator  Vardaman.  I  mean,  what  did  you  think  about  it? 

Mr.  Earle.  If  you  want  to  know  what  I  think  gener«Jly,  there 
were  never  an^r  terms  made.  The  suggestion  was  made  that  we  com- 
bine, and  I  raised  that  question.  Mr.  Post  did  not  go  any  further 
with  it.    I  think  some  of  you  gentlemen  were  present. 

Mr.  McCarthy.  I  was  present. 

Mr.  Earle.  Mr.  McCarthy  was  there.  I  can  give  you  five  wit- 
nesses to  the  fact  that  that  happened.  You  see,  Senator,  I  am  a 
pretty  busy  man.  If  a  man  brmgs  me  a  proposition  that  I  think 
might  be  good  or  might  not,  and  yet  I  think  the  Government  would 
object  and  mieht  properly  object,  I  am  not  going  to  give  up  my  time 
over  it  until  that  objection  is  removed. 

Senator  Vardaman.  Oh,  I  think  that  is  true  of  a  majority  of  the 
business  men. 

Mr.  Earle.  I  have  no  controversy  with  Mr.  Spreckels  except  in 
two  things,  and  I  am  perfectly  open  about  it.  Those  two  things  I 
object  to  seriously,  lai^ely  because  he  misled  you.  One  was  to  give 
a  general  impression  that  we  were  all  in  some  sort  of  a  criminal  con- 
spiracy, when  I  am  merely  discharging  duties  that  resulted  from  a 
court  appointment.  The  second  was  that  he  said  he  did  not  sign  this 
agreement  because  he  did  not  trust — ^he  did  not  feel  that  he  would 
be  treated  fairly.  He  is  the  only  man  that  has  asked  favors  and 
gotten  them,  and  he  is  on  the  committee  himseK;  and  when  he  said 
that  he  had  had  actual  experience,  and  he  knew  he  was  being  treated 
fairly.  So  that  if  he  had  nad  such  a  suspicion  I  do  not  think  it  was 
handsome  between  gentlemen  to  express  it  after  he  knew  it  was 
unfounded.  Now,  on  all  otiier  subjects  I  have  no  complaint  of  Mr. 
Spreckels,  and  in  both  these  cases  he  was  the  aggressor. 

Senator  Vardaman.  You  imderstand  that  I  am  not  a  partisan  of 
anybody. 

Mr.  Earle.  I  have  seen  that,  sir. 

Senator  Vardaman.  I  am  very  anxious  that  the  truth  be  evolved, 
and  by  your  differences  the  attrition  of  your  suggestions  may  possibly 
develop  that  truth,  and  enable  us  to  act  for  the  good  of  the  American 
people;  and  when  you  fall  out,  we  are  going  to  judge  between  you. 
You  think  honest  men  get  their  dues  under  such  circumstances  f 

Mr.  Earle.  I  hope  so. 

The  Chairman.  Since  we  have  gone  into  this  field  for  mowing  June 
grass  with  a  dull  scythe — that  is  what  I  think  we  are  doing 

Mr.  Earle.  Then  why  should  I  go  on,  Senator.  If  I  am  not  giving 
you  useful  information,  I  would  rather  stop. 

The  Chairman.  I  want  to  check  up  a  matter.  I  do  not  know  any- 
thing about  Mr.  Spreckels  in  the  world,  except  what  I  have  read  m 
the  newspapers,  and  the  fact  that  he  came  here  and  testified.    I  never 
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saw  him  in  my  life  mitil  he  came  here  to  testify.  I  will  say  that  he 
impressed  me  as  quite  as  frank  as  some  other  gentlemen  who  testified 
here,  and  as  no  more  prejudiced.  But  since  you  challenge  the  ac- 
curacy of  the  statements  that  he  made,  and  since  you  have  referred 
to  WiUett  and  Gray,  I  call  your  attention  now  to  just  what  he  did 
testify,  and  you  have  the  testimony  before  you,  and  I  will  thank  you 
to  follow  me. 

Mr.  Eable.  Yes,  sir. 

The  Chaibman.  I  read  from  page  16  of  the  record  of  this  committee: 

Mr.  SpRECKELfi.  These  are  the  same  statiaticians  to  whom  Mr.  Hoover  referred. 

Then  follows  a  long  list  of  figures,  and  then  Mr.  Spreckels  said : 
That  was  their  estimate  last  year.    You  wanted  the  source  of  supply. 

He  was  referring  there  to  Willett  and  Gray,  as  is  shown  by  the  con- 
text. I  had  asked  him,  in  this  connection,  what  were  the  sources  of 
supply.  My  question  appears  on  page  14.  Let  me  give  you  that 
question: 

The  CHAntMAK.  I  want  now  to  ask  one  further  preliminary  question  which  I  should 
have  asked  long  ago.  What  are  the  principal  world-supply  points  of  sugar — the  prin- 
cipal countries  from  which  sugar  comes? 

Mr.  Sfbeckels.  Cuba  is  the  laigest  producing  country.  We  draw  mainly  from  there . 
but  Europe  also  draws  from  Cuba.  Then  there  is  Peru.  Perhaps  I  had  better  read 
them  off. 

The  Chairman.  Very  well.    I  want  to  get  it  into  the  record. 

Mr.  Sprbckels.  Shall  I  read  right  from  this  statistical  report  of  Willett  and  Gray? 

The  Chairman.  Yes,  you  may  rc^ul  it. 

Mr.  Spreckels.  These  are  the  same  statisticians  to  whom  Mr.  Hoover  referred. 

And  he  adds,  after  giving  the  list : 

That  was  their  estimate  last  year.    You  wanted  the  source  of  supply. 

The  Chairman.  I  simply  want  the  source  of  supply,  and  that  win  give  us  an  idea  of 
the  amount  coming  from  these  places.  You  spoke  of  a  number  of  places  that  con- 
sumed all  of  their  own  sugar? 

Mr.  Spreckels.  Yes. 

Now,  at  this  point  I  want  to  call  your  attention  to  the  fact  that  we 
were  not  even  asking  for  the  amounts.  Mr.  Spreckels  started  to 
testify  as  to  the  principal  sources  of  supply  from  his  memory,  and 
then  took  up  one  of  these  Willett  and  (jrray  reports,  and  read  the 
figures,  and  ne  said,  ** Those  are  their  fibres  for  last  year."  Now,  he 
had  the  1916  book  in  his  hand.  Will  vou  take  that  and  will  you 
kindly  tell  me  if  he  did  not  tell  the  truth,  following  that  book  [indi- 
cating record].  There  may  be  minor  errors,  and  maybe  some  error 
was  made  by  the  reporter;  I  db  not  know. 

Mr.  Eable.  Now,  Senator,  just  a  moment,  and  I  think  I  can  show 
you  how  you  misled  yourself.  You  are  speaking  about  the  1916 
crop? 

The  Chaibman.  No;  I  am  speaking  about  the  1915-16  crop.  This 
is  on  page  15. 

Mr.  Eable.  On  page  15  ? 

The  Chaibman.  Yes;  that  is  what  we  have  been  talking  about. 

Mr.  Eable.  I  can  not  see  what  you  read,  Senator,  on  tms  page. 

The  Chaibman.  It  is  pa^e  15  [indicating  on  record]. 

Mr.  Eable.  I  can  see  a  Tot  of  figures  here,  but  I  do  not  see  where 
he  says  the  1915  crop. 

The  Chaibman.  He  says  at  the  bottom  of  that  page,  ''That  was 
their  estimate  last  year." 
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Mr.  Eable.  He  said  that  was  their  estimate  last  year,  yes;  and 
they  are  making  this  estimate  last  year  for  this  year. 

The  Chairman.  Oh,  no.  At  this  point  he  was  simply  giving  the 
som'ces  of  supply.  Now,  I  am  handmg  you  this  report  of  Wilbtt  & 
Gray,  which  is  what  I  think  he  had  before  him. 

The  Clerk  of  the  Committee.  No  :  it  is  not.  When  he  gave 
those  figures  he  was  asked  for  the  usual  sources  of  production  and  I 
handed  nim  a  Willett  &  Gray  issue  of  1916,  and  he  read  the  list  there 
showing  the  sources  of  supply  of  1916  and  not  of  1917.  We  have 
not  the  book  here  which  he  used,  but  here  is  an  issue  in  January, 
which  is  close  enoiigh  to  show  what  he  was  reading  from. 

Mr.  HooDLESS.  There  is  no  dispute  that  Mr.  Spreckels  read  from 
some  paper,  and  had  these  figures.  What  Mr.  Earle  is  trying  to  do 
is  to  show  that  from  the  later  and  more  accurate  fibres  based  upon 
facts,  not  estimates,  those  statements  of  Mr.  Spreckels,  so  far  as  he 
uses  them  as  a  basis  for  an  inference,  are  not  correct;  not  that  Mr. 
Spreckels  made  a  false  statement. 

Mr.  Eable.  I  have  said  that  a  dozen  times. 

The  Chairman.  I  understand  that,  but  I  am  insisting  upon  this 
pomt,  and  I  propose  to  clear  it  up  if  I  can,  that  when  Mr.  Spreckels 
was  testifying,  at  this  point  on  page  15  he  was  not  testifying  as  to 
amounts  at  cul.  The  question  was,  '^  What  are  the  principal  world- 
supply  points  of  sugar — the  principal  coimtries  from  which  sugar 
comes  V  I  asked  that  question  out  of  the  abundance  of  my  ignor- 
ance. He  started  to  teu,  and  then  somebody  handed  him  the  list, 
and  as  he  read  the  list  he  read  the  figures  attached  to  the  list,  as  to 
production.  We  were  not  at  that  time  examining  the  figures  as  to 
production.  I  think  if  you  want  to  criticize  Mr.  Spreckels's  figures 
as  to  production  you  ought  to  go  to  the  point  where  he  was  testifying 
with  reference  to  that  matter. 

Now,  if  those  figures  are  inaccurate  and  you  want  to  correct  them, 
let  us  have  your  correction. 

Mr.  Earle.  That  is  not  what  I  want  to  do.  What  I  would  like  to 
do  is  to  do  what  I  started  to  do. 

The  Chairman.  All  right. 

Mr.  Earle.  I  have  said  half  a  dozen  times  that  I  have  no  doubt 
that  this  is  honestly  stated.  Have  I  not  made  that  plain  ?  If  I  have 
not,  I  want  to  maKe  it  so  now.  I  have  said  that  that  did  not  verify 
the  statement  that  Mr.  Spreckels  had  advanced.  Mr.  Spreckels  had 
said  that  there  was  substantially  the  amount  of  sugar  that  there  had 
been  the  year  before;  that  there  had  *been  substantially  the  same 
consumption;  and  then,  that  being  his  proposition,  that  the  food 
control  nad  caused  all  the  trouble,  and  he  read  some  fi^;ures.  If  he 
read  them  without  attempting  to  support  his  proposition  by  them, 
I  am  entirely  mistaken.  It  is  my  assumption  that  he  intended  to 
support  his  proposition,  but  whether  he  (ud  or  not,  it  is  unimpor- 
tant.    It  is  unimportant  whether  Mr.  Spreckels  did  that. 

The  Chairman.  I  think  so,  and  therefore  I  think  vour  comment  on 
him  is  utterly  immaterial.  Now,  if  you  have  any  facts  you  want  to 
give  to  this  committee  as  to  the  production  of  sugar,  I  wish  you  would 
give  them  to  us,  and  leave  Mr.  Spreckels  and  everybody  else  out  of 
the  case.    Just  you  tell  us  what  the  production  is. 

Mr.  Earle.  'Diat  is  just  right;  that  is  what  I  want  to  do.  I  tried 
to.    I  did  not  even  mention  Mr.  Spreckels. 
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The  Chairman.  You  started  reading  from  the  record  and  com- 
menting on  his  testimony. 

Mr.  Earle.  I  tried  to  call  your  attention,  Senator,  to  certain 
things,  and  I  will  be  through  in  a  very  few  minutes  if  you  will  let  me 
go  on. 

The  Chairman.  All  right. 

Mr.  Earle.  I  started  to  say  that  Mr.  Spreckels  said  that  the  fimires 
were  substantially  the  same  both  for  sugar  consumption  an^  the 
amount  of  sugar  available,  and  that  the  trouble  had  been  met  only 
by  the  intervention  of  the  National  Food  Control.  I  then  found  that 
he  gave  certain  figures,  and  I  say  if  they  were  not  put  in  for  the  pur- 
pose of  supporting  that  statement,  I  ao  not  know  what  they  were 
put  in  for,  and  I  say  that  on  those  figures  and  some  other  figures  he 
was  in  error,  so  far  as  that  is  applicable  to  the  proposition  we  were 
considering.  I  do  not  mean  he  did  not  give  correct  figures  as  to  1915 
or  1917.  If  he  was  giving  a  lot  of  stuff  irrdevant  to  the  point  he  was 
maldng,  I  am  entirely  mistaken. 

Now,  he  also  swore 

The  Chairman.  Now,  wait.  I  do  not  know  how  the  rest  of  the 
members  of  the  committee  feel,  but  I  do  not  think  we  are  interested 
in  your  comment  on  Mr.  Spreckels'  testimony.  If  there  are  any 
facts  that  you  know,  yoursen,  that  you  want  to  tell  the  committee, 
we  welcome  the  statement  of  facts. 

Mr.  Earle.  That  is  what  I  am  doing. 

The  Chairman.  And  we  will  try  to  compare  those  facts  with  Mr. 
Spreckels'  testimony  for  ourselves,  and  with  the  testimony  of  Mr. 
Kolph  and  with  the  testimony  of  everybody  else.  We  do  not  want 
to  can  another  witness  now  to  have  hun  tell  where  your  mistakes 
were.  We  would  be  as  bad  off  as  Bob  Ingersoll  was  when  he  wrote 
"Some  Mistakes  of  Moses.'*  It  is  not  the  proper  way  to  get  at  the 
facts  in  the  case,  and  you,  as  a  lawyer,  know  exactly  what  I  mean 
when  I  say  if  you  make  your  statement  of  facts  we  will  put  them  up 
against  otner  statements 

Mr.  Earle.  That  is  what  I  am  trying  to  do. 

The  Chairman.  No,  you  are  commenting  on  the  testimony  of  Mr. 
Spreckels. 

Mr.  Earle.  I  am  not  trying  to  make  any  comment. 

The  Chairman.  You  are  reading  his  testimony  and  seeking  to 
reply  to  it.  Now.  the  committee  do  not  care — speaking  for  myself 
I  will  say  that  I  do  not  care — to  hear  that,  any  more  than  I  would 
care  to  hear  Mr.  Spreckels  come  here  and  read  your  testimony  and 
comment  on  that. 

Mr.  Earle.  He  is  at  entire  Hberty  to. 

The  Chairman.  Yes,  I  know;  but  we  have  got  some  limit  to  our 
time,  here. 

Mr.  Earle.  I  can  give  you  some  valuable  information,  I  think. 

The  Chairman.  Now,  tell  us  any  facts  that  you  know. 

Mr.  Earle.  The  estimate  was  tnat  there  was  a  deficit  of  180,000 
tons.    That  you  will  find  on  page  10. 

The  Chairman.  That  we  do  not  care  for.     I  do  not  care  for  that. 

Mr.  Earle.  Then  I  can  not  help  you  very  much. 

The  Chairman.  TeU  us  what  facts  there  are.  If  there  were  more 
Java  sugars  coining,  tell  us  how  much  more,  and  when  the  committee 
come  to  study  it,  mej  will  consider  what  you  say. 
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Mr.  Eable.  Instead  of  the  figures  on  the  situation  being  the 
same 

The  Chairman.  We  do  not  care  for  that. 

Mr.  Eable.  Tliere  were  360.548  tons  less  available  at  that  time 
than  the  year  before.  Now,  tf  that  is  not  an  important  fact  in  this 
inouiry,  I  do  not  know  what  is. 

The  Chairman.  Can  you  not  get  it  into  your  mind,  notwithstandinE 
the  fact  that  there  may  be  some  feeling  m  this  case,  that  you  could 
content  yourself  with  telling  us  how  many  Java  sugars  were  avail- 
able last  year,  and  let  us  do  the  figuring  ?    You  try  to  do  that. 

Mr.  Earle.  There  is  not  any  Javas  available;  but  how  I  can  tell 
you  whether  the  situation  was  correctly  protrayed  or  not 

The  Chairman.  We  are  not  interested  in  whether  it  was  correctly 
portrayed. 

Mr.  Earle.  Yes,  you  are  interested  in  the  facts. 

The  Chairman.  We  are  not  interested  in  having  a  witness  swear 
whether  it  was  correctly  portrayed  in  the  testimony  of  another 
witness.  If  you  give  us  the  facts,  we  will  make  up  our  minds  which 
one  of  you  gentlemen  has  arrived  at  a  correct  conclusion. 

Mr.  Earle.  It  is  my  conclusion,  then 

The  Oeulirman.  We  do  not  want  your  conclusion. 

Mr.  Earle.  Then  I  am  not  to  give  the  facts  or  my  conclusions. 

The  Chairbian.  Nobody  has  denied  you  the  right  to  give  the  facts. 
That  is  what  I  am  asking  you  for,  the  facts. 

Mr.  Earle.  The  fact  is  that  instead  of  the  quantity  being  the 
same 

The  Chairman.  That  is  not  it.-  What  was  the  quantity  of  Java 
sugars  that  you  say  were  in  hand  1 

Mr.  Earle.  I  have  not  said  anything  on  that  subject. 

The  Chairman.  I  am  asking  you  now. 

Mr.  Earle.  I  say  it  has  been  testified 

The  Chairman.  I  do  not  care  what  has  been  testified  to.  We  do 
not  want  your  comment. 

Mr.  Earle.  Is  that  a  comment? 

The  Chairman.  Of  course  it  is  a  comment. 

Mr.  Earle.  Well,  I  can  not  understand  what  a  fact  is,  if  you  can 
not  state  the  amoimt 

The  Chairman.  You  do  not  need  to  tell  this  committee  that  it  has 
been  testified  so-and-so;  that  it  has  been  testified  that  the  amount 
of  Java  sugars  on  hand  was  a  milUon  tons.  You  can  tell  us,  can  you 
not,  that  there  were  on  hand  500,000  tons  or  600,000  tons  or  a  millioD 
tons,  or  whatever  it  is  ? 

Mr.  Earle.  Yes,  sir;  I  will  tell  you  that. 

The  Chairman.  Very  well. 

Mr.  Earle.  That  is  what  I  have  been  trying  to  tell  you. 

The  Chairman.  That  is  what  we  want. 

Mr.  Earle.  On  the  figures  that  I  have  before  me,  which  I  believe 
are  correct,  there  was  1,418,450,320  pounds  less  sugar  available  this 
fall  than  last  fall,  instead  of  an  equal  amount. 

The  CHAmMAN.  Well,  that  is  your  conclusion  t 

Mr.  Earle.  Yes;  certainly. 

The  Chairman.  Now,  you  base  that  upon  figures  obtained  from 
whom  ? 

Mr.  Earle.  Which  you  object  to  my  giving. 
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The  Chaibman.  I  do  not  object  to  your  giving  the  figures.  I 
have  asked  you  to  give  facts,  here.  I  am  either  unable  to  make  a 
statement  that  is  p&in,  or  you  are  unable  to  understand  my  state- 
ment. 

Mr.  Eable.  Then  we  get  right  back  where  I  was  again.  It  was 
testified  to 

The  Chairman.  No;  I  do  not  care  what  was  testified,  and  you 
know  I  do  not. 

Mr.  Earle.  There  was  180,000  tons  less  available  sugar  because 
of  the  inaccessibilitv  of  the  Javas. 

The  Chairman,  very  well.    Now,  that  is  a  statement  of  fact. 

Mr.  Earle.  I  shoula  think  you  would  be  interested  in  how  I  got  it, 
butyou  are  not. 

The  Chairman.  I  want  to  know  what  authority  you  have  for  the 
statement  that  there  was  that  much  sugar  less  available. 

li^.  Earle.  Mr.  Spreckels's  testimony  before  you. 

The  Chairman.  You  are  referring  to  ^.  Spreckels  as  an  authority  t 

Mr.  Earle.  He  figures  that  out,  and  I  see  no  reason  to  doubt  it, 
whatever.     I  only  correct  him  where  I  have  official  figures  to  do  so. 

The  Chairman.  We  do  not  care  for  your  corrections.    Suppose  you 

S've  your  testimony  and  let  Mr.  Spreckels  and  Mr.  Rolph  and  Mr. 
abst  and  all  these  very  respectable  and  eminent  gentlemen  alone. 

Mr.  Earle.  I  do  not  know  that  I  have  mentioned  any  of  them 
except  Mr.  Spreckels,  and  I  referred  to  his  testimony,  and  that  is  all. 
If  it  is  offensive,  I  will  not 

The  Chairman.  It  is  not  offensive,  but  it  is  not  the  correct  way  to 
testify.  That  would  be  a  very  correct  way  for  a  lawyer  to  make  an 
argument. 

Mr.  Earle.  Well,  those  are  my  figures.  If  they  are  doubted,  I 
am  subject  to  cross^xamination  on  them.  There  was  that  deficit, 
instead  of  a  surplus  amount. 

Now,  Senator,  another  thing  that  I  think  may  interest  you.  You 
have  inserted  in  the  record  a  table  here,  at  page  318.  You  put  it  in 
evidence,  I  think,  yoiuself . 

The  Chairman.  On  what  page  is  it? 

Mr.  Earle.  Page  318.  I  miuce  these  corrections  with  great  reluct- 
ance, if  it  is  offensive  in  any  way.    The  heading  of  that  table  reads : 

Exhibit  No.  63).  (From  Statistical  Sugar  Trade  JToumal,  I9I5,  and  November  22» 
1917).    Sugar  Crope  of  the  World. 

Then  down  below  it  says: 

1917-18;  17,190,000  tons. 

That  is  not  in  Willett  &  Gra}r  at  all.  There  was  no  such  figure ;  and 
as  a  matter  of  fact,  the  figure  in  Willett  &  Gray — and  I  shoidd  have 
verified  it,  because  I  give  it  from  memory — ^is  16,770,000  tons;  so  that 
by  that  mistake  there  is  an  apparent  supply  of  420,000  tons  more. 

The  Chairman.  That  is  rignt  from  the  Weekly  Statistical  Journal. 

Mr.  Earle.  No;  it  is  not.  You  took  me  to  task  for  the  Weekly 
Journal.     Now,  you  get  it  and  see  whether  that  is  correct. 

The  Chairman.  Let  me  see.  The  context  shows  this.  I  read 
as  follows: 

The  Chairman.  I  am  not  aeekiiig  to  contradict  3rou — 
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Mr.  Babst  was  on  the  stand — 

but  I  am  seeking  to  give  you  the  opportunity  to  correct  your  figures.  The  figrnroB, 
as  I  understand,  were  compiled  on  tne  very  basis  which  you  have  stated,  and  because 
you  did  not  have  the  accurate  figures  before  you-^nd  nobody  can  be  expected  to 
carry  them  in  his  mind — I  will  ask  you  to  look  at  this  table  and  see  if  you  now,  lookixi^ 
at  it,  desire  in  any  way  to  change  the  proportions  of  sugars  as  you  have  given  them? 

Mr.  Babst.  I  prefer  not  to  look  at  the  paper,  as  I  have  stated  it  in  a  rough,  rounds 
general  way,  in  order  to  convey  the  importance  o^ America  in  the  present  world  sugar 
situation. 

The  Chaibman.  In  connection  with  the  statement  just  made  by  the  witness  I  intsx^ 
duce  the  following  table,  compiled  from  the  Weekly  StatistiaJ  Sugar  Journal. 

Senator  Kekyon.  What  is  tne  Weekly  Statistical  Sugar  Journal? 

Senator  LoDOB.  It  is  a  sugar  trade  journal. 

(The  table  referred  to  by  the  chairman  is  here  printed  in  full,  as  follows.) 

Now,  that  is  all  there  is  to  it. 

Mr.  Earle.  Except  that  it  is  not  correct.  It  gives  the  balance 
of  sugar  as  420,000  tons  on  the  authority  of  WiUet  &  Gray,  which 
did  not  exist.     They  did  not  say  it  did. 

The  Chairman.  What  do  you  say  is  the  correct  amount  ? 

Mr.  Earle.  I  would  ratner  you  would  take  Willett  &  Gray's 
amount. 

The  Chairman.  What  do  Willett  &  Gray  say  ? 

Mr.  Earle.  I  will  ask  Mr.  McGrath  if  he  can  find  that.  I  think. 
Senator,  you  were  led  into  a  mistake,  but  if  you  object  to  my  showing 
you,  I  will  not  do  it. 

The  Chairman.  It  may  be  interesting  to  me. 

Mr.  Earle.  That  is  all  I. want  to  give  you.  Shall  I  read  a  little 
of  the  testimony  to  show  how  this  happened  ? 

The  Chairman.  You  may  proceed  along  that  line  for  a  while,  if 
you  want  to ;  but  I  do  not  seem  to  be  able  to  get  you  to  quite  compre- 
nend  this  situation,  that  the  committee  would  Ufce  to  have  you  tafdie 
any  statement  of  fact  with  reference  to  these  matters  that  is  perti- 
nent. You  can  tell  us  what  the  sugar  output  is  for  a  year,  if  you 
want  to.  Then  we  will  undertake  to  analyze  and  find  out  who  is 
mistaken  and  who  is  right.  Now,  that  is  my  view  of  it.  I  do  not 
know  what  the  rest  of  tne  committee  think. 

Senator  Vardaman.  It  seems  to  me  this  can  be  brought  to  an  early 
and  satisfactory  conclusion.  I  imderstand  that  your  testimony 
as  to  the  supply  of  sugar  is  taken  from  Willett  &  Gray's  last  estimate  I 

Mr.  Earle.  Part  oi  it,  yes. 

Senator  Vardaman.  Together  with  the  Government  reports  ? 

Mr.  Earle.  And  some  testimony  here. 

Senator  Vardaman.  Does  the  testimony  that  has  been  given 
before  this  committee  contribute  anything  to  the  accuracy  of  these 
statements  of  Willett  &  Gray  ? 

Mr.  Earle.  Those  statements  do  not  cover  the  points  at  issue 
at  all.  Senator.  I  thought  you  were  trying  to  ascertain  figures. 
If  I  do  not  understand  your  purpose,  I  am  wasting  your  time.  I 
thought  you  were  trying  to  ascertain  whether  this  trouble  was  caused 
by  a  matter  of  admmistration,  or  some  other  cause.  The  testimony 
has  been  made  before  you  that  it  was  caused  by  the  interference 
of  the  sugar  control;  that  there  was  plenty  of  sugar  and  that  there 
had  been  no  increase  of  consumption.  Nothing  could  be  more  perti- 
nent to  the  inquiry  than  to  show  that  that  was  a  mistake;  ana  if  it 
is  not  a  mistake  I  will  easily  correct  it,  and  if  it  is  a  mistake  it  goes 
to  the  root  of  this  whole  thmg. 
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Senator  Vardaman.  What  is  the  source  of  your  information  about 
this* 

Mr.  Earle.  The  source  I  am  giving  you,  that  is,  from  WiUett  & 
Gray,  and  twice  in  the  testimony  that  there  was  a  deficit  of  180,000 
tons  caused  by  the  unavailabihty  of  the  Hawaiians,  when  it  was 
testified  by  a  gentleman  that  it  was  a  fact,  and  I  did  not  disagree. 
I  did  not  look  any  further.  I  just  wanted  to  take  these  figures  and 
show  you  that  on  the  figures  as  they  were  presented  for  the  issue 
there  was  a  billioi)  and  a  half  poimds  less  available;  1,418,000,000 
pounds. 

The  Chairman.  In  other  words,  you  have  gone  through  this  tes- 
timony and  have  got  some  tables  and  figures  and  you  want  to  come 
in  as  an  expert  on  this  man's  testimony  and  analyze  it  for  the  com- 
mittee, ana  perform  the  functions  before  the  committee  of  an  analyst 
or  attorney  for  the  committee.  That  may  interest  the  other  mem- 
bers of  the  conmiittee  but  it  does  not  interest  me  a  bit.  If  you  have 
any  figures  as  to  the  production  or  consumption  of  su^ar,  or  any 
facts  with  reference  to  the  distribution  of  sugar,  I  would  be  glad  to 
hear  that,  and  then  I  wiU  try  and  put  my  poor  mind  to  the  work  of 
doing  its  own  analyzmg  and  comparmg  of  Wes;  and  I  will  be  glad 
to  hear  an  argument  from  an  attorney,  perhaps,  as  an  attorney. 

Mr.  Earle.  I  am  not  making  any  argument;  I  am  calling  your 
attention  to  facts. 

Senator  Vardaman.  I  am  not  interested  in  the  controversy  be- 
tween the  witness  and  Mr.  Spreckels  and  Mr.  Babst,  or  anybody  else, 
but  I  think  it  would  be  very  much  easier  for  the  conmiittee  to  reach 
an  accurate  conclusion— a  correct  conclusion — if  you  would  just  state 
what  you  know  about  it,  if  it  can  be  done.  Of  course^  I  would  not 
desire  that  any  witness  should  be  unnecessarily  criticized.  I,  of 
course,  sympatnize  with  you  somewhat  in  your  desire  to  pay  your 
respects  to  Mr.  Spreckels,  who,  you  say,  has  reflected  upon  you. 

Mr.  Earle.  You  heard  his  testimony  here.  Senator. 

Senator  Vardaman.  Really,  those  things  I  paid  no  attention  to 
much.  We  are  not  here  trying  Mr.  Spreckels  or  Mr.  Babst  or  Mr. 
Rolph  or  Mr.  Earle  or  Mr.  Hoover. 

"iir.  Earle.  I  understand  that. 

Senator  Vardaman.  We  are  trying  to  find  out  the  facts,  and  I 
personally  have  no  interest  in  the  quarrel  between  you  gentlemen; 
and  if  you  can  give  your  testimony  with  that  eliminated,  of  course, 
I  would  like  to  have  it.  If  you  can  not  do  it  without  that  and  make 
yourself  thoroughly  understood,  why  I  think  it  is  unfortunate. 

Mr.  Earle.  1  do,  too.  I  tried  my  best  not  even  to  mention  Mr. 
Spreckels.    I  was  told  that  I  should  mention  him. 

Well,  my  testimony  is  that,  on  my  independent  investigation — 
you  gentlemen  pay  me  the  high  compliment  to  take  those  statements 
without  criticism  or  cross-examination 

Senator  Vardaman.  I  think  that  is  the  best  way  to  give  it. 

Mr.  Earle  (continuing).  My  testimony,  with  my  conclusion  from 
later  results  and  from  the  facts  I  gathered  from  Mr.  Spreckels's  testi- 
mony or  otherwise,  is  that  the  sugar  administration  was  dealing 
with,  instead  of  the  same  situation,  a  situation  1,400,000,000  poimds 
worse ;  and  I  thought  that  it  was  due  to  you  gentlemen  to  show  that, 
because  it  is  changing  this  thing  from  a  remarkable  achievement  on 
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their  part  to  a  faulty  one,  depending  on  whether  I  be  right  or  the 
other  witness. 

Senator  Vabdaman.  You  say  1,000,000,000  pounds) 

Mr.  Eable.  One  billion  four  hundred  sxxd  eighteen  million  pounds. 
That  is  the  correction  that  I  think  should  be  made.  I  say,  on  one 
item,  a  table  has  been  put  in  here  which  Senator  Reed  put  m — and  I 
think  put  it  in  nerfectty  fairly.  I  want  to  say  that,  but  I  think  he 
was  nusled  and  ne  does  not  want  to  know  how. 

The  Chaibman.  Well,  I  will  tell  you  about  that.  I  think  I  know 
.as  much  about  that  table  and  its  accuracy  and  where  it  came  from 
as  you  can  tell  me. 

Mr.  Eable.  You  know  all  about  it  and  I  know  nothing  about  it 
except  that  it  is  wrong. 

The  Chaibman.  You  may  think  that  it  is  wrong. 

Mr.  Eable.  I  know  it  is. 

The  Chaibman.  But  it  may  be  that  it  came  from  a  very  much 
bigher  authority  than  you  can  be  on  the  sugar  question,  sir,  and  I 
•do  not  regard  your  answer  as  quite  courteous.  ^ 

Mr.  Eabi.e.  It  has  nothing  to  do.  Senator,  with  the  sugar  question. 
It  was  reading  an  item  from  a  paper  that  was  not  in  it. 

The  Chaibman.  Do  you  say  that  I  read  an  item  from  a  paper 
that  was  not  in  it  ? 

Mr.  Eable.  No,  sir;  I  say  the  paper  had  it.    I  read  it. 

The  Chaibman.  Oh,  that  is  a  different  thing. 

Mr.  Eable.  If  any  high  authority  gave  you  that,  he  did  what  men 
•can  easily  do,  he  made  a  mistake  in  some  way.  It  is  a  question  for 
A  schoolboy,  not  for  a  sugar  expert,  to  know  whether  you  are  reading 
-an  item  correctly  orprescribing it  correctly. 

The  Chaibman.  Well,  I  know  that  this  statement  was  made  up 
honestly. 

Mr.  Eable.  I  have  not  said  anything  else. 

The  Chaibman.  And  read  into  the  record  honestly. 

Mr.  EIable.  I  could  not  believe  anything  else. 

The  Chaibman.  And  if  there  is  any  mistake  as  to  any  item  in  it— 
for  instance,  if  you  say  that  the  production  in  tons  for  1912-13  was 
not  18,186,000  tons,  as  is  stated  m  round  numbers — you  ought  to  tell 
us  what  that  tonnage  is;  and  so  with  all  the  other  figures  that  are  in 
this  statement. 

Mr.  ENABLE.  I  think,  Senator,  you  misunderstand  entirely;  that  I 
-called  attention  to  an  error  of  420,000  tons.  I  made  no  criticism. 
I  simply  thought  that  you  would  like  not  to  have  this  committee  have 
before  it  a  misstatement,  if  it  was  a  typographical  error  or  anything 
«lse.  I  can  give  you  the  figure  if  you  want  it,  Aid  I  think  you  have 
it  already,  because  it  is  420,000  tons  too  much.  I  have  not  the 
slightest  desire  to  testify,  or  annov  you  gentlemen.  I  thought  you 
wanted  facts.     I  have  given  you  the  facts. 

The  Chaibman.  We  have  been  trying  to  get  the  facts,  and  about 
all  that  we  have  gotten  is  opinions. 

Mr.  Eable.  I  have  not  expressed  an  opinion. 

The  Chaibman.  Very  well ;  if  you  have  not  expressed  ^ 
opinion 

Mr.  Eable.  Well,  the  gentlemen  who  hear  me  will  have  to  judge 
of  that. 

The  Chaibman.  Very  well. 
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Senator  Jones.  I  would  like  to  make  a  statement  in  the  record. 
This  witness  was  asked  to  state  in  his  own  way  anything  which  he 
had  to  say  that  he  thought  would  shed  light  upon  the  questions  on 
which  the  committee  is  supposed  to  be  examining.  In  order  to 
present  the  points  which  he  desired  to  elucidate,  he  referred  to  the 
testimony  heretofore  given,  without  mentioning  the  name  of  any 
witness.  As  I  understand  it,  the  witness  desired  to  call  attention  to 
the  points  which  were  supposed  to  have  been  made  by  testimony, 
merely  for  the  i)urpose  oi  making  corrections,  and  I  should  like  to 
ask  the  witness  if  tnat  is  not  true. 

Mr.  Earle.  I  had  no  other  purpose. 

Senator  Jones.  And  one  of  those  points  was  that  the  impression 
had  been  left  before  the  committee,  ii  not  the  direct  statement  made, 
that  during  the  last  calendar  year,  1917,  there  was  noC  a  shortage  of 
sugar;  and  the  witness  undertook  by  his  figures  to  show  that  there 
was  a  shortage  of  sugar,  and  undertook  to  give  the  source  of  authority 
for  that  statement,  and  call  attention  to  the  plac^  wherein  inaccu- 
racies had  crept  into  the  testimony  heretofore  given  to  the  com- 
mittee. 

Mr.  EIarle.  Exactly. 

Senator  Jones.  Am  I  not  correct  in  that? 

Mb.  Eable.  That  could  not  be  stated  better. 

Senator  Jones.  I  should  like  to  have  the  witness  proceed  and  state 
wherein  the  error  lies  in  the  testimony  which  has  been  presented, 
regardless  of  the  reason  why  it  is  there.  We  know  that  all  of  the 
testimony  up  to  the  present  has  been  based  largely  upon  estimates, 
and  if  there  are  any  known  results  now  that  we  ma^  take  advantage 
of  to  aid  us  in  this  inquiry,  I  should  like  to  have  the  witness  give  them, 
and  I  wish,  Mr.  Earle«  you  would  point  out,  if  you  can,  if  the  chairman 
of  the  committee  will  permit  me  to  ask  the  question,  wherein  the 
estimates  made  in  the  testimony  heretofore  have  been  ascertained 
by  you  to  be  inaccurate,  and  what  is  the  basis  of  your  judgment  as 
to  the  inaccuracy  ? 

The  Chaibman.  Just  a  word.  Repeatedly,  as  we  have  proceeded 
this^  afternoon,  I  have  said  that  it  was  my  opinion  that  that  sort  of 
testimony  was  not  proper  and  was  not  desirable.  It  is  true  that  I 
asked  the  question  in  a  general  way,  but  I  asked  this  witness  for 
facts,  and  when  I  discovered  that  he  was  proceeding  in  the  form  of 
commenting  on  the  testimony  of  another  witness  1  saked  him  to 
desist.  But  repeatedly  I  have  said  that  that  sort  of  testimony  is  not 
of  value  and  have  turned  to  the  committee  to  ascertain  whetner  anj 
of  them  wanted  it.  I  have  not  tried  to  deprive  any  member  of  this 
committee  of  the  rignt  to  hear  any  testimony  he  desires  to  hear.  If 
there  is  any  member  of  this  committee  who  thinks  that  the  proper 
way  to  get  at  the  facts  in  this  hearing  is  to  let  a  witness  read  another 
witness's  testimony  and  then  come  in  and  point  out  what  he  daims 
are  inaccuracies,  I  have  no  quarrel  with  that  view.  I  simply  decUne 
to  spend  my  time  listening  to  it,  but  the  committee  can  proceed  and 
hear  all  thev  desire. 

Senator  Jones.  My  understanding  is  that  the  witness  was  not 
reading  the  testimony  of  any  other  witness  except  for  the  purpose 
of  calling  attention  to  the  point  about  which  he    wished  to  testify. 

li^.  Eable.  That  is  all. 
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The  CHAiEBiAN.  There  is  no  use  carilling  about  it.  If  you  want 
this  testimony,  call  for  it. 

Senator  Jones.  I  do  not  care  to  be  put  in  that  position.  If  the 
chairman  of  the  committee  does  not  care  to  listen  to  the  testimony 
of  this  kind,  I  do  not  care  to  bring  it  out. 

Mr.  Eable.  I  do  not  care  to  gire  it. 

The  CHAIBBLA.N.  So  f  ar  as  I  am  concerned,  if  I  sat  here  alone  and 
had  to  say — and  I  am  only  one  of  the  committee — ^I  would  not  permit 
Mr.  Spreckels  to  come  here  and  pick  up  Mr.  Babst's  testimony  and 
say  that  Mr.  Babst  swore  thus  and  so  and  that  that  wa^  not  true,  or 
that  Mr.  Rolph  swore  thus  and  so  and  that  that  was  not  true. 
Neither  would  I  permit  those  gentlemen  to  do  that  with  regard  to 
the  present  witness.  That  is  what  I  object  to,  and  I  never  heard  it 
before  attempted,  and  I  have  practiced  law  for  about  30  years  with 
more  or  less — ^failure. 

Mr.  Earle.  I  doubt  that  part  of  your  statement  Mr.  Chairman. 
A  man  does  not  fail  in  his  profession  who  gets  to  the  United  States 
Senate. 

The  Chairkan.  Oh,  yes ;  many  of  them  do,  and  perhaps  that  is 
the  reason  they  get  here. 

Mr.  Eable.  That  would  not  be  my  method  of  reasoning. 

The  Chairman.  I  am  perfectly  wulin^  that  the  witness  shall  tell 
us  what  the  sugar  crop  ot  last  year  available  to  the  United  States  is, 
and  give  us  his  authontv,  and  say,  "These  figures  I  am  giving  you  are 
the  latest  figxu^es  and  tney  are  tne  revised  %ures."  lam  perfectly 
willing  that  the  witness  snaU  tell  us  that  the  latest  facts  are  either 
that  tne  Java  sugars  can  be  moved  to  the  United  States  or  that  thej 
can  not,  whatever  the  fact  may  be.  The  thing  I  am  objecting  to  is 
a  witness  reading  another  witness's  testimony  and  proceeding  to  a 
dissertation  upon  it.  I  have  never  heard  it  attempted  before  m  my 
life,  but  if  Senator  Jones,  who  is  a  very  fine  lawyer,  wants  to  hear 
it,  well  and  good,  or  Senator  Vardaman,  or  anyone  else. 

Senator  Jones.  As  I  stated  before,  I  think  the  witness  was  re- 
ferring to  that  testimony  only  for  the  purpose  of  getting  before  the 
committee  the  point  to  which  he  wished  to  address  himself. 

Mr.  Earle.  To  make  some  corrections  that  I  thought  were  errors. 
I  can  not  correct  a  mistaken  statement  imless  I  say  what  it  is,  but  I 
do  not  want  to  testify,  if  it  is  offensive  to  any  of  you  gentleixien. 
There  are  some  other  very  serious  errors  that  go  to  the  issue  that  you 
are  trying,  but  if  it  gives  offense,  it  is  of  no  interest  to  me. 

The  Chairman.  There  is  no  question  of  offense  about  it. 

Mr.  Earle.  You  see,  if  I  may  state  it  to  you  frankly,  t  would  not 
have  one  unpleasant  word  to  say  if  you  had  stopped  Mr.  Spreckels 
when  he  was  attacking  all  of  us  the  way  you  have  stopped  me. 

The  Chairman.  Let  us  get  to  the  bottom  of  this  attack  business. 
I  do  not  think  there  was  anything  of  the  kind. 

Mr.  Earle.  If  you  will  acquit  me,  then  I  will  not  say  another  word. 

The  Chairman.  I  think  you  are  putting  a  construction  upon  it  that 
is  unjust  to  yourself. 

Mr.  Earle.  There  is  another  place  in  his  testimony  in  which  he 
referred  to  us  as  so-called  independents. 

The  Chairman.  Now  let  us  see  what  all  this  trouble  amounted  to. 
I  think  you  are  imduly  excited  about  it 
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Mr.  Eable.  I  will  take  your  word  for  it  and  I  do  not  care  to  go 
further  with  it. 

The  Chairmak.  I  know  it  did  not  make  the  impression  upon  me 
that  you  were  in  a  Sugar  Trust.  I  thought  that  you  were  an  inaepend- 
ent  refiner,  though  I  thought  you  probably  had  some  contractual  rela- 
tions with  what  1  will  callMr.  Rolph's  company,  for  I  can  not  remem- 
ber the  name  of  it. 

Mr.  Eable.  I  have  not  the  slightest 

The  Chaibman.  Tou  had  some  contractual  relations  regarding  sup- 
plies of  sugar  ? 

Mr.  Eable!  That  is  entirely  different  from  his  company.  He  is  a 
competitor.    Those  other  gentlemen  just  sell  raws. 

The  Chaibman.  I  read  now  trom  Mr.  Spreckels's  testimony  at  page 
8  of  the  printed  hearing: 

The  Chairman.  Bv  what  name  is  that  known? 

Mr.  Sprbckels.  The  American  Sugar  Refining  Co. 

The  Chairman.  How  many  of  these  different  refineries  that  you  have  named  are 
either  owned  by,  or  under  the  control,  through  stock  or  otherwise,  of  that  company? 

Mr.  Spreckels.  Five  are  directly  owned.  They  have  stock  interests  in  other  com- 
panies. 

Senator  Kenton.  What  per  cent,  would  be  better,  of  the  total? 

Mr.  Spreckels.  Of  the  total,  about  40  per  cent. 

The  Chairman.  About  40  iper  cent  of  the  total  sugar  business  of  the  country  is 
done 

Mr.  Spreckels.  By  the  so-called  Sugar  Trust. 

The  Chairman.  What  x)er  cent  is  done  by  the  Federal  Co.,  of  which  you  are  the 
president? 

Mr.  Spreckels.  Ten  per  cent  of  the  whole,  possibly  a  little  in  excess  of  that. 

The  Chairman.  For  tne  sake  of  the  record,  I  wish  you  would  state,  if  you  can,  those 
companies  which  in  your  judgment  are  completely  outside  of  the  trust  or  trust  control 
or  operations.    Can  you  do  that? 

Mr.  Spreckels.  I  would  not  want  to  guarantee  any  of  them  excepting  my  own. 

Senator  Kenton.  Do  vou  think  all  the  rest  are  controlled  in  a  way  by  the  trusts? 

Mr.  Spreckels.  I  think  a  great  many  of  them  are  more  or  less  affiliated  with  them 
in  one  way  or  the  other. 

There  is  surely  nothing  in  that. 

Mr.  Earle.  Now,  on  page  20, 1  think  you  will  find  he  speaks  of  us 
as  a  so-called  independent,  and  if  that  was  not  throwing  out  some- 
thing to  excite  the  suspicion  of  people  that  we  were  engaged  in  the 
criminal  trust,  then  I  do  not  know  what  would. 

Mr.  McCaetht.  May  I  call  your  attention,  Mr.  Chairman,  to  an 
answer  right  after  the  last  one  that  you  read  on  page  8 : 

Senator  Yardaman.  There  is  an  underotanding  between  them? 
Mr.  Spreckels.  I  think  so. 

The  CJhairmlan.  An  imderstanding  between  some  of  them.  He 
does  not  say  what  ones.  If  it  is  any  satisfaction  to  you,  I  would  say 
to  you  that  so  far  as  I  am  concerned,  speaking  for  myself,  I  did  not 
understand  anyone  to  charge  yoiu:  company  with  being  a  part  of 
the  American  Su^ar  Refining  Co.  or  a  member  of  any  trust.  I  do 
not  so  understana  it  now.  I  have  thoiight  you  were  an  independent 
company,  though  I  thought  that  probab^r  or  possibly  there  was  some 
kind  of  relationship  between  yourself  and  these  Hawaiian  sugar 
producers,  and  I  only  inferred  that  from  the  fact  that  your  company 
was  getting  a  lai^e  amoimt  of  sugar  from  them;  but  that  is  very  far 
from  being  a  criminal  trust,  and  1  did  not  understand  Mr.  Spreckels 
to  say  so.    I  do  not  understand  that  to  be  the  fact,  and  if  that  is  the 
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least  bit  of  satisfaction  to  you  I  am  going  to  state  it  here  in  the 
record,  as  it  is  now  in  the  record. 

Mr.  Earle.  I  am  exceedingly  obliged  to  you.    That  is  all  I  want. 

The  Chairkak.  I  do  not  think  there  is  any  criticism  of  your 
company. 

Senator  Vardabian.  Mr.  Chairman,  I  could  not  be  altogether  true 
to  myself  if  I  should  fail  to  state  just  at  this  point  that  I  nave  gath- 
ered from  a  great  deal  of  testimony  that  has  been  adduced  that  the 
majority  of  these  refiners  were  more  or  less  interested  in,  affiliated 
witn,  controlled  by  the  American  Sugar  Refining  Co.,  or  the  Sugar 
Trust. 

Mr.  Earle.  It  is  a  very  general  opinion. 

Senator  Vardaman.  lliat  is  the  impression  made  on  my  mind.  If 
it  is  not  a  fact  I  think  it  would  be  very  well  for  the  American  people 
to  know  that.  We  brought  out  the  testimony,  you  will  recall,  tnat 
the  American  Sugar  Refining  Co.  did  own  a  great  deal  of  the  stock, 
25  per  cent  of  the  stock,  in  a  great  many  of  these  beet  factories. 

The  Chairman.  That  is  true. 

Senator  Vardabian.  And  I  had  an  idea  that  that  was  the  bell- 
wether of  the  flock. 

Mr.  Earle.  You  have  struck  the  exact  point,  Senator.  People 
are  suspicious  about  it,  and  it  does  hurt  an  honest  man  to  be  sus- 
pected. 

Senator  Vardahan.  If  that  is  true,  I  think  it  is  perfectly  pertinent 
to  remove  from  the  mind  of  the  other  members  of  the  conunittee, 
which  is  on  my  mind,  the  impression  that  there  was  such  an  under- 
standing. 

The  Chairman.  Very  well.  If  you  have  that  understanding,  all 
right.  I  want  to  say  that  Mr.  "Babst  himself  testified  that  the 
American  Sugar  Refining  Co.  controlled  about  41  per  cent  of  the 
cane-sugar  refining  business. 

Senator  Vardaman.  Yes,  he  said  that. 

Mr.  Earle.  He  got  his  allotment  upon  that  basis.  Our  committee 
has  allotted  him  41  per  cent  in  round  figures  upon  the  basis  that  he 
controlled  that  amount.  But  Senator  Vardaman  is  right.  Any 
sugar  refiner  would  know  that  that  was  the  intimation  intended  to 
be  established,  and  because  of  what  the  Senator  calls  attention  to 
there  is  that  general  public  opinion;  but  since  you  gentlemen  know 
that  it  is  not  so,  I  hate  to  waste  your  time. 

The  Chairman.  'Mi.  Babst  stated  in  addition  to  that  that  his 
company  had  an  interest  in  several  of  the  beet  factories. 

Mr.  Karle.  Yes.  If  it  is  interesting  I  have  information  upon 
that  subject,  because  we  met  and  had  to  go  over  just  who  was  to  get 
the  sugar,  and  then  we  found  how  much  they  were  alligned  to  each 
other. " 

The  Chairman.  Who  was  alligned — the  beet-sugar  people? 

Mr.  Earle.  No,  aU  of  the  cane  manufacturers.  Of  course  each 
fellow  fought  for  as  large  a  proportion  of  these  coming  sugars  as  he 
could,  ana  the  American  asked,  I  think,  about  41  per  cent  on  its 
proportion  of  the  trade. 

Senator  Vardaman.  So  far  as  I  am  concerned  I  would  like  to  have 
the  sunlight  of  pubhcity  shine  in  on  all  of  it. 

Mr.  Earle.  I  hope  you  understand  that  is  what  I  am  trying  to 
help  you  do.  Mr.  Chairman,  would  you  like  to  look  at  these  figures 
on  tms  document  ? 
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Senator  Vabdaman.  You  may  proceed. 

1^.  Eable.  The  American  had  41  per  cent,  made  iip  as  you  have 
akeady  heard.  It  has  a  control  oi  the  Howell  refineries,  and  I 
know  the  Howells  have  asked  to  sell,  they  do  not  want  to  have  even  a 
noncontrolling  interest.  It  is  evident  from  the  refiners  that  are  acting 
apparently  independently,  that  they  are  independent.  I  have  seen 
it  m  the  meetings  of  our  committee. 

Senator  Vabdaman.  Is  it  not  a  fact  that  most  of  the  refiners 
follow  the  lead  of  the  American,  or  what  is  known  as  the  Sugar 
Trust? 

l^fr.  Earle.  Not  lately. 

Senator  Vabdaman.  At  what  time  did  vou  break  away  ? 

I^.  Eable.  Since  I  have  been  in  the  business  the  American  has 
generally  acted  differently  from  any  other  refiner.    At  present  jom 

Srobably  have  heard  a  great  deal  of  testimony  on  its  poUcy  bein^ 
ivergent  from  that  of  all  of  the  others.  We,  for  example,  seU 
through  brokers,  and  (he  American  does  not,  and  I  think  you  have 
no  doubt  heard  from  that. 

The  Chaibman.  I  think  this  document  which  you  have  just 
handed  to  me  has  not  been  put  into  the  record. 

Mr.  Eable.  I  do  not  think  it  is  complete  yet. 

The  Chaibman.  What  can  vou  tell  me  about  the  document  ? 

Mr.  Eable.  That  is  a  draft  of  the  contract  they  are  trying  to 
make  for  the  Cuban  sugar  crop,  and  I  think  you  ought  to  treat  it  aa 
confidential — not  because  of  any  reason  that  I  have,  but  they  are 
negotiating  with  gentlemen  from  Cuba  and  other  foreign  countries,, 
and  that  nas  a  table  of  apportionment  which  Mr.  McCarthy,  who 
handed  it  to  me,  no  doubt  thought  would  be  useful  to  you,  but  it 
would  be  misleading  to  publish  it  because  it  has  not  been  agreed  to. 

Mr.  McCabthy.  1  would  Uke  to  say  that  the  completed  draft 
I  will  be  pleased  to  send  on  to  you.  Senator.  It  has  just  been  com- 
pleted.   This  is  only  the  temporary  draft. 

(The  document  referred  to  was  later  produced  and  marked 
"  Exhibit  No.  265.") 

The  Chaibman.  Very  well,  I  will  ask  you  to  send  that  down.  I 
think  we  had  better  suspend  at  this  point,  and,  Mr.  Earle,  I  wish  you 
revise  your  methods  so  that  vou  tell  us  the  facts  about  sugar  pro- 
duction in  your  own  way  and  leave  other  people's  testimony  about 
it  alone,  for  I  am  not  going  to  permit  some  one  to  come  back  and 
comment  upon  your  t^timony  if  I  can  help  it.  I  may  comment 
comment  upon  it. 

Mr.  Eable.  I  understand  you  want  to  be  perfectly  consistent, 
but  I  thought  it  would  help  you  to  correct  what  I  thought  were 
incorrect  figures,  and  I  could  not  do  it  without  referring  to  what 
I  was  correcting. 

(Thereupon,  at  5  o'clock  and  5  minutes  p.  m.,  the  subcommittee 
adjourned  until  to-morrow,  Thursday,  January  17,  1918,  at  10.30 
o'clock  a.  m.) 


SHORTAGE  OF  SUGAR 


FRIDAY,  JANUABY  18,  1018. 

United  States  Senate, 
subc0m3fittee  of  the  committee  on  manufactures, 

Washington^  D.  C. 

The  subcommittee  met  at  10.30  o'clock,  pursuant  to  adjournment) 
in  room  226,  Senate  Office  Building,  Senator  James  A.  Beed  pre- 
siding. 

Present:  Senators  Reed  (chairman),  Vardaman,  and  Jones. 

TESTIHONT  OF  OEOBOE  H.  EABLE— Bestimed. 

Mr.  Eable.  Mr.  Chairman,  you  asked  me  the  other  day  for  some 
figures,  and  I  have  them  here  on  a  paper  which  was  sent  down.  This 
is  complete  to  date.  What  was  given  was  a  mere  opinion  and  this  is 
from  our  books. 

(The  paper  referred  to  was  marked  "  Exhibit  No.  266,"  and  is  here- 
with printed  in  the  record,  as  follows:) 

EXHIBIT  NO.  266. 

Januaby   16. 
[Telegram — Regular  rate.] 

Mr.  John  A-  McCarthy, 

BoteX  Qrafton,  Washington,  D.  C: 

Arrivals  at  refinery:  Hawaiian,  two  l,OQO-pound  tons.  For  1916,  26,190 
tons ;  January,  none ;  February,  none ;  March,  16,263 ;  April,  12,420 ;  May,  14,0S4 ; 
June,  16,036;  July,  13,423;  August,  16,843;  September,  6,059;  October,  none; 
November,  none;  December,  none.  For  1917,  129,984  tons;  January,  none; 
February,  2,863 ;  March,  7,770 ;  April.  12.006 ;  May,  13,396 ;  June.  19,649 ;  July, 
15,757;  August,  16,604;  September,  13,655;  October,  11,402;  November.  11.482; 
December,  5,400.    For  1918,  January,  none. 

Pennsylvania   Suoab  Co., 
S.  S.  James. 

The  Chairman.  Senator  Jones,  you  suggested  the  other  day  when 
we  were  obliged  to  adjourn  that  you,  perhaps,  would  be  able  to 
shorten  the  testimony  of  Mr.  Earle,  and  I  am  going  to  say  to  Mr. 
Earle  and  to  all  the  members  of  the  committee — ^just  making  the 
suggestion  as  one  member  of  the  committee — ^that  I  think  we  ought 
to  get  at  the  coal  situation  just  as  quickly  as  we  can,  and  we  ought 
to  shorten  up  Mr.  Earless  testimony,  not  to  circumscribe  it  in  any 
way,  but  to  omit  all  of  the  nonessentials,  and  get  through  this  morn- 
ing, because  I  know  there  are  some  important  witnesses  here  on  the 
coal  matter. 
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Senator  tToNES.  With  that  end  in  view,  I  asked  Mr.  Earle  to  come 
to  my  oflSce  yesterday  morning  so  that  I  might  get  in  concise  form 
the  points  he  desires  to  bring  out,  and  I  believe  that  we  can  very 
briefly  ^et  those  points. 

Mr.  Eable.  Mr.  Chairman,  may  I  make  a  correction  in  my  testi- 
mon V  of  the  other  dav  ? 

The  Chairman.  Certainly. 

Mr.  Earle.  I  think  you  are  quite  right.  I  think  I  ought  to  give 
you  the  figures  and  let  you  work  out  the  results,  and  not  try  to  prove 
that  any  other  figures  were  wrong.  What  I  wanted  to  say  on  that 
subject  in  a  nutshell,  and  I  could  not  do  it  on  the  stand  because  I 
had  to  think  it  out,  is  tJiat  the  statistics  that  were  given  to  you  gen- 
tlemen are  statistics  that  until  the  end  of  the  year  are  largely  es- 
timates. 

That  is  all  I  wished  you  to  know — that,  for  example,  the  first  Lou- 
isiana estimate  was  300,000  tons,  and  it  gradually  decreased  to  the  last 
estimate,  with  fuller  information,  of  208,000  tons ;  that  the  American 
beets,  as  estimated,  were  846,000  tons,  and  that  the  last  estimate  from 
the  same  authority  is  750,000  tons,  or  a  decrease  of  96,000  tons ;  that 
the  consumption,  which  people  could  only  guess  at  when  the  figures 
came  out,  was  295,500  tons  more  than  the  estimate  submitted  before 
the  committee.  The  total  of  that  is  483,580  long  tons.  As  to  the 
180,000  tons,  I  believe  you  are  right  about  that.  That  was  a  reference 
to  the  world  supply  and  not  to  our  local  supply.  I  think  that  ought 
to  be  stricken  out  entirely.  There  was  a  conflict  in  the  testimony. 
You  were  speaking  of  the  world  supply  and  the  witness  was  speaking 
of  the  other,  and  I  did  not  get  which  it  was,  but  taking  the  whole  sub- 
ject together,  Mr.  Chairman,  I  think  you  are  entirely  right. 

Senator  Jones.  I  will  ask  you  if  you  have  any  data  which  you  could 
give  us  as  to  when  this  increase  in  consumption  occurred? 

Mr.  Easle.  That  is  all  reported  in  Willett  &  Gray  from  time  to  time- 

Senator  Jones.  I  would  nke  to  get  a  statement  of  that  in  the  record. 

Mr.  Earle.  In  the  first  six  months  of  the  year  the  increased  con- 
sumption was  228,000  tons.  It  is  all  in  evidence  in  another  paper  you 
have.  I  think  that  advanced  up  to  the  1st  of  October  to  371,000  tons. 
Is  not  that  correct,  Mr.  Hoodless? 

Mr.  IIooDLESs.  Three  hundred  and  ninety-one  thousand  tons. 

Mr.  EARiiE.  From  then  it  fell  off  so  rapidly  that  it  finaUv  ended  up 
at  the  figure  I  have  given  you — ^295,000  tons  in  round  nj^ures.  In 
other  words,  there  was  a  very  great  increase  in  consumption  in  the 
early  part  of  the  year,  which  reached,  out  of  the  295,000  tons,  228,000 
tons  by  the  middle  of  the  year.  It  advanced  for  a  while,  and  then 
ran  on  imtil  finally  the  figures  are  about  100,000  tons  le^  than  the 
peak  figures. 

Senator  Jones.  The  highest  point  of  consumption  was  how  much? 

Mr.  Earle.  Three  hundred  and  ninety-one  thousand  tons. 

Senator  Jones.  But  the  consumption  fell  off  after  that  to  sudi  an 
extent  that  it  made  for  the  year  only  an  increase  in  consumption  of 
295,000  tons?  ^ 

Mr.  Eable.  Taking  the  round  figures,  yes. 

Senator  Jones.  I  uiink  you  have  made  some  investigation  as  to  tiie 
household  consumption.  Our  record  is  in  confusion  as  to  the  quan- 
titv  of  susar  ner  capita  used  in  households  and  manufactories. 


8H0BTA0X  OF  STJGAB.  979 

Mr.  Earub.  That  is  all  settled  by  governmental  statistics. 

Senator  Jones.  I  wish  you  would  present  those.  We  have  not  had 
them  so  far. 

Mr.  Earus.  You  will  find  that  the  British  Government  and  the 
Government  of  the  United  States  both  examined  that  question  for 
America,  and  the  Senate  ordered  the  British  estimate  printed  as  a 
document,  being  Senate  Document  No.  38,  Sixty-second  Congress,  first 
session. 

The  Chairman.  That  is  the  British  estimate? 

Mr.  Easle.  That  is  the  British  estimate  of  our  family  use ;  it  is  a 
British  estimate  of  American  statistics,  which  the  Senate  ordered 
printed. 

Senator  Jones.  I  wish  you  would  state  the  result  of  that  investi- 
fi^ation. 

Mr.  Earle.  I  would  rather  give  you  the  page  of  the  document  on 
which  it  is  referred  to.    It  is  on  page  49.    Snail  I  read  it? 

Senator  Jones.  Yes. 

Mr.  Earle  (reading) : 

The  average  weekly  consumption  of  sugar  per  capita  is.  for  the  whole  group. 
1.06  pounds.  Of  the  components,  the  American  and  Canadian  returns  show  an 
average  of  1.03  pounds,  and  those  of  the  British-born  1.13  pounds.  The  range 
writhin  the  group  is  as.  usual,  very  considerable,  viz,  from  1.44  to  0.78  i>er  capita. 
Out  of  the  37  subgroups  of  25  budgets  or  more  22  show  n  consumption  of  at 
least  1  pound  per  capita  weelcly,  and  the  mean  for  the  remaining  15  subgroups 
is  14  ounces  per  capita  weekly,  or  45.5  pounds  per  annum. 

Senator  Vardaman.  That  is  the  English  estimate  of  the  American 
consun^tion  ? 

Mr.  Earle.  Yes.    Now,  I  have  the  American  estimate. 

Senator  Jones.  I  wish  you  would  give  that. 

Mr.  Earle.  The  next  document  I  refer  to  is  a  bulletin  of  the 
United  States  Bureau  of  Labor  Statistics  on  the  retail  prices  and 
cost  of  living,  whole  No.  113,  series  No.  5.  Printed  by  the  Govern- 
ment Printing  Office  March  18, 1913.  I  refer  to  pages  29  and  31  of 
that  document.  On  page  29  it  divides  the  matter  into  groups.  It 
takes  the  average  family — and  these  are  laboring  men's  families — as 
were  used  in  the  estimates  of  the  British,  and  I  think  I  ought  to 
state  here  that  in  the  groups  they  took  certain  numbers  of  thousands 
of  vrorkingmen's  families.  In  the  American  estimate  they  figure  the 
family  to  contain  5.31  persons,  and  the  figures  are  based  on  returns 
taken  from  2,567  families  in  different  sections  of  the  United  States. 
The  total  consumption  was  found  to  be  per  family  268.5  poimds, 
which,  divided  by  the  number  composing  tne  family  brings  the  con- 
sumption to  about  50  pounds  per  person.  There  is  another  document 
I  have  here,  a  bulletin  of  the  Bureau  of  Labor,  No.  98,  issued  March, 
1911.    On  page  546  of  that  document  is  found  the  following: 

The  average  weekly  consumption  of  sugar  per  capita  Is.  for  the  whole  group, 
1.06  pounds.  Of  the  components,  the  American  and  Canadian  returns  show  an 
average  of  1.03  pounds  and  those  of  the  British-born  1.13  pounds. 

The  Chairman.  These  three  documents  have  been  handed  in  and 
will  be  filed  with  the  records  of  the  committee  and  marked  for 
identification. 

(The  documents  referred  to  were  marked  "  Exhibit  No.  267,"  **  Ex- 
hibit No.  268,"  and  "  Exhibit  No.  269.") 
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The  Chaibman.  That  means  approximately  a  consmnption  of  50 
pounds  per  capita  per  year? 

Mr.  Earle.  I  should  say  plus  a  little  above  50  pounds,  because  the 
better-off  classes  are  not  mcluded  in  this  estimate.  I  should  say  55 
pounds  would  be  the  limit 

The  Chairman.  You  think  55  pounds  would  be  a  pretty  good 
average  of  the  individual  consumption? 

Mr.  Earle.  Yes;  based  on  these  Grovernment  statistics. 

The  Chairman.  By  that  you  mean  the  consumption  of  sugar  that 
goes  into  the  family  for  use  on  the  table? 

Mr.  Earle.  That  is  what  I  understand* 

Senator  Vardaman.  That  does  not  include  manufacture? 

Mr.  Earle.  No  ;  these  are  statistics  gathered  by  taking/  a  certaia 
number  of  families  in  different  parts  ox  the  countoy. 

Senator  Vardaman.  What  year? 

Mr.  Earle.  About  1913. 

Senator  Vardaman.  And  you  think  it  is  about  the  same  now? 

Mr.  Earle.  I  hate  to  ^ess,  but  I  think  there  has  been  a  heavy 
increase  in  the  consumption.  I  think  preserving  accounts  for  a  lot 
of  that,  but  you  gentlemen  have  heard  ail  of  that  story.  People  have 
to  have  alcohol ;  and  if  they  do  not  drink,  they  eat  sugar,  wnich  the 
body  turns  into  alcohol.    We  are  spirit  lamps,  really. 

The  Chairman.  This  average  consumption  of  sugar  is  gathered  by 
getting  the  consumption  in  families.  I  wonder  how  much  it  would 
be  reduced  if  we  were  to  take  into  consideration  the  victims  of  the 
boarding  houses. 

Mr.  Earle.  I  do  not  know.  I  once  heard  of  a  boardins-house 
keeper  who  said  she  found  out  what  her  boarders  did  not  luce  and 
then  gave  them  lots  of  it.    That  might  reduce  the  average. 

The  Chairman.  I  am  interested  in  your  last  statement.  You 
explain  an  increased  demand  for  sugar  on  the  hypothesis  that  there 
has  been  a  decrease  in  the  consumption  of  alcohol,  and  that  if  we  eat 
sugar  the  sugar  is  transformed  into  alcohol  in  the  body,  and  that 
takes  the  place  of  the  alcohol  that  otherwise  would  be  drunk  in  the 
form  of  liquor? 

Mr.  Earle.  I  do  not  think  I  ought  to  go  into  family  history,  but 
my  old  grandmother  used  to  advise  the  girls  in  the  family  never  to 
have  anything  to  do  with  a  man  that  did  not  like  candy.  That  is,  I 
believe,  an  ascertained  physical  fact.    It  makes  animal  alcohol. 

The  Chairman.  The  trouble  with  that  argument  is  that  if  you 
follow  it  to  its  logical  conclusion  the  proper  thing  to  do  would  be  to 
have  the  alcohol  made  bv  mechanical  devices  to  save  all  the  economic 
waste  involved. 

Mr.  Earle.  Unfortunately,  the  body  makes '  exactly  the  grade 
needed,  and  the  other  is,  to  a  certain  extent,  poison. 

Senator  Vardaman.  Yes ;  the  body  appropriates  the  nutritous  ele- 
ments in  it. 

Mr.  Earle.  Exactly. 

Senator  Vardaman.  While  the  manufactured  stuff  contains  pure 
poison. 

Mr.  Earle.  The  manufactured  alcohol  poisons  the  arteries.  That 
is  the  reason  that  it  stimulates  you. 

The  Chairman.  I  am  myself  interrupting  the  course  of  the  exami- 
nation.   I  beg  pardon ;  let  us  go  ahead. 


BHOBTAGE  OF  SXJO^B.  981 

Senator  Jones.  Mr.  Earle,  there  has  been  a  ^ood  deal  of  discus* 
sion  here  as  to  the  lack  of  transportation  facilities  in  order  to  j^et 
sugar  from  the  west  coast  to  the  east.  I  wish  you  would  tell  us  what 
you  know  about  that. 

Mr.  Earle.  I  only  know  my  personal  experience,  except  what  we 
all  know,  that  the  railroad  situation  is  critical;  but  in  our  own 
experience,  gentlemen,  we  had  sugar  arrive  in  San  Francisco  on  dates 
making  up  September  26  for  the  average — the  earliest  date  was  Sep- 
tember 14  and  the  latest  date  was  October  8 — and  that  sugar  is  not 
here  yet — i,000,000  pounds. 

Senator  Jones.  Four  million  pounds  of  sugar  shipped  between 
September  14  and  October  8  has  not  been  received  as  yet? 

Mr.  Earle.  Yes,  sir. 

The  Chairman.  How  much  did  you  receive  during  that  period? 

Mr.  Earle.  Whatx3ver  we  received  came  earlier ;  but  I  will  get  that 
foryoUj  if  you  want  it,  also. 

The  Chairman.  Have  you  received  nothing  since  September  15? 

Mr.  Earle.  Oh,  we  have  received  sugar  right  along,  because  there 
were  still  earlier  shipments.  The  table  I  gave  you  shows  that  sugar 
is  coming  all  the  time. 

The  Chairman.  Have  you  received  nothing  that  was  shipped  since 
September  15? 

Mr.  Earle.  I  could  not  say  that.  I  would  rather  think  it  was  so. 
T  am  speaking  now  of  our  Hawaiian  sugar. 

The  Chairman.  That  is  what  T  aip  speaking  of. 

Mr.  Earle.  Can  I  ask  Mr.  Hoodless?  He  has  charge  of  those 
matters. 

The  Chairman.  Certainly ;  ask  him. 

Mr.  Hoodless.  We  have  received  sugar  continuously,  but  we  still 
have  outstanding — that  is,  last  Saturday;  we  have  been  away  since 
then 

Mr.  Earle.  That  is  not  the  Senator's  question.  He  wants  to  know 
whether'  the  Hawaiian  sugar  you  have  received  since  then  was 
shipped  before  that  date  or  later. 

Mr.  Hoodless.  Some  of  it  later,  and  some  of  it  earlier. 

The  Chairman.  This  one  shipment  of  4,000,000  pounds,  then,  is 
a  sort  of  a  case  by  itself? 

Mr.  Hoodless.  No  ;  it  is  cars  and  shipments  made  on  a  great  many 
different  dates  that  have  not  yet  arrived. 

The  Chairman.  That  is,  out  of  all  the  shipments  you  have  had 
since  that  date,  taking  the  cars  that  have  failed  to"  arrive,  they 
aggregate  4,000,000  pounds? 

"Mr.  Earle.  You  have  it  exactly,  sir;  but  all  of  them  have  been 
venr  much  delayed. 

Senator  Jones.  Complaint  has  been  made  that  the  supply  of  sugar 
was  curtailed  by  reason  of  the  fact  that  after  the  agreement  of 
October  1,  1917,  between  the  refiners  and  the  Food  Administrator^ 
sugar  could  not  be  obtained  from  Cuba  for  use  in  this  country.  I 
should  like  you  to  state  what  the  condition  of  the  Cuban  sugar  situa- 
tion was  at  that  time,  and  what  influence,  if  any,  the  agreement 
referred  to  had  upon  the  question  of  obtaining  that  sugar. 

Mr.  Earle.  I  think  it  had  no  effect  either  way,  except  to  prevcmt 
prices  mounting.  I  do  not  think  it  produced  a  pound  of  sugar. 
J  know  it  did  not  destroy  a  pound  of  sugar. 
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The  Chairman.  Did  it  hold  back  a  pound  of  sugar  t^nporarilyf 

Mr.  Earle.  I  do  not  think  so  at  all.  My  own  estimate— and  I 
have  wasned  you  about  estimates;  it  is  lust  the  best  guess  I  can 
make;  that  is  what  an  estimate  on  this  subject  is — ^is  that  there  was 
about  50,000  tons.  People  are  all  the  time  confused  by  overlooking 
the  fact  that  a  great  part  of  the  sugar  in  Cuba  is  always  sold.  It 
is  not  available.  It  belongs  to  somebody  else.  I  think  a  negligible 
amount  of  that  50,000  tons  got  to  Canada^,  and  it  would  have  had  to 
be  sent  there  anyhow.  I  think  about  thirty-five  to  forty  thousand 
tons  got  to  the  TJnited  States,  and  has  been  used. 

The  Chairman.  It  did  not  get  to  the  United  States  as  it  would 
have  if  it  had  not  been  for  this  order,  did  it?  You  can  not  say  that, 
can  you  ? 

Mr.  Earle.  I  say  that  it  came  here. 

The  Chairman.  But  is  it  not  a  fact  that  the  order  delayed  it 
coming  here  ?  Is  not  that  a  fact  that  is  indisputable — ^that  for  a  long 
time  there  were  no  purchases,  and  nobody  was  allowed  to  purchase! 

Mr.  Earle.  I  would  not  express  any  opinion  upon  that;  but 
whether  it  delayed  it  or  not  made  no  ditference,  because  the  scarcity 
now  is  at  its  highest  point. 

The  Chairman.  But  the  question  is,  did  it  delay  it?  That  is  all 
I  am  interested  in, 

Mr.  Earle.  I  would  have  to  know  the  individual  operations  of 
every  different  man  that  owned  any  sugar  in  order  to  answer  that 
question. 

The  Chairman.  But  do  you  not  know,  as  a  matter  of  fact,  that 
when  this  order  went  into  effect,  everybody  quit  and  had  to  quit 
buying  Cuban  sugar  for  a  time,  and  that  afterwards  there  was  some 
readjustment  made  as  to  the  price,  and  then  the  sugar  came  on  to 
the  United  States? 

Mr.  Earle.  I  do  not  want  to  be  too  certain,  Senator,  but  I  have 
a  sort  of  recollection  that  a  pool  or  something  was  gotten  up  that 
took  every  bit  of  sugar  that  was  offered  and  then  later  turned  it 
over  to  the  administration. 

The  Chairman.  Exactly.  There  was  a  delay,  however;  was  there 
not? 

Mr.  Earle.  Well,  any  order  would  cause  a  delay,  I  should  say. 

The  Chairman.  There  was  a  delay  of  some  weeks,  was  there  not! 

Mr.  Earle.  I  would  not  like  to  guess  on  that  subject. 

The  Chairman.  Pardon  me  for  interrupting  you.  Senator  Jones. 
I  thought  it  would  save  my  going  away  back  to  it. 

Senator  Jones.  That  is  all  right. 

Mr.  Earle.  My  own  judgment  is  that  any  new  order  would  prob- 
ably cause  some  delay.  W^en  trade  flows  freely,  it  flows  regularly, 
and  artificial  action  necessarily  stops  that  channel  moving.  That 
would  be  my  opinion,  but  I  do  not  know  that  you  want  it.  I  have  no 
knowledge  on  the  subject. 

Senator  Jones.  Your  first  statement  indicated  that  you  were  of 
the  opinion  that  if  the  order  or  agreement  had  not  been  entered  into 
regarding  the  purchase  of  Cuban  sugars  the  jjrice  would  have  gone 
higher.  I  wish  you  would  state  more  in  detail  to  what  extent,  and 
why  you  think  so,  and  so  on. 

Mr.  Earle.  I  am  a  believer  in  natural  laws,  wherever  they  can  be 
permitted  to  operate,  and  I  believe  that  in  the  enormous  scarcity 
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that  we  all  know  about  the  richer  part  of  the  community  would  have 

Eaid  very  high  prices  to  get  the  sugars  they  wanted.  In  fact,  I 
now  they  would.  We  had  applications.  Then  there  was  another 
part  of  the  community,  people  who  had  fruit,  the  man  who  would 
nave  several  carloads  of  pears,  for  example — ^this  was  constant;  we 
were  called  up  every  minute — ^that  would  rot  in  a  little  while,  and 
he  would  either  lose  his  whole  investment  or  have  to  have  sugar  to 

f reserve  his  pears;  and  as  there  was  practically  no  sugar  for  a  while, 
have  not  the  slightest  doubt  that  I  could  have  sold  all  the  sugar 
we  had  at  50  cents  a  pound — ^not  the  slightest.  But,  now,  that  is  an 
estimate  again. 

The  Chairman.  Let  me  ask  you  if  you  would  have  done  it? 

Mr.  Eari£.  Certainly  I  would  not. 

The  Chairman.  Then  we  would  not  have  had  that  50-cent  sugar, 
as  far  as  you  are  concerned  ? 

Mr.  Earle.  No;  not  as  far  as  we  are  concerned.  Oh,  you  would 
have  had  it,  but  you  would  have  had  it  at  a  lower  price. 

The  Chairman.  We  would  have  had  the  sugar,  but  not  the  price? 

Mr.  Earle.  I  think  so.  The  fact  is,  we  would  have  had  to  sell  it. 
We  have  not  enough  money  to  keep  it. 

The  Chairman.  Do  vou  "think  the  other  refiners  are  worse  than  vou 
in  that  respect? 

Mr.  Earle.  Well,  we  were  talldng  about  50-cent  sugar. 

The  Chairman.  I  am  talking  about  50-cent  sugar. 

Mr.  Earle.  I  do  not  think  any  refiner  would  nave  asked  50  cents. 
T  do  not  think  public  opinion  would  have  permitted  it. 

The  Chairman.  Do  you  think  any  of  them  would  have  asked  30 
cents? 

Mr.  Earle.  No  ;  but  I  know  that 

The  Chairman.  Do  vou  think  anv  of  them  would  have  asked  25 
cents? 

Mr.  Earle.  Now,  Senator,  you  are  getting  me  to  do  just  the  thing 
that  I  promised  yon  I  would  not  do — ^to  guess  what  somebody  else 
would  have  asked. 

The  Chairman.  That  was  Senator  Jones's  question — what  you 
thought  prices  might  have  gone  to — and  having  gone  into  that  sub- 
ject I  had  to  follow  it. 

Mr.  Earle.  T  am  quite  willing  to  go  into  it,  but  I  do  not  want  to 
be  considered  an  oracle  on  my  guesses.  I,  know  that  sugar  did  sell 
very  freely  at  9^  cents.  It  reached  that  point  wholesale.  Nine  and 
three-quarter  cents  was  the  price  it  reached,  and  therefore  I  know 
that  people  would  have  sold  at  that  price. 

The  Chairman.  That  was  before  the  new  crop  began  to  come  in? 

Mr.  IEarle.  That  was  the  peak  price.  Instead  of  that,  we  were 
asked  to  agree  not  to  do  it.  That  is  really  all  Mr.  Hoover  did — ^I 
mean  as  far  as  we  were  concerned. 

Senator  Jones.  How  high  had  Cuban  raw  sugars  sold  in  the  mar- 
ket ?    Do  you  recall  ? 

Mr.  Earle.  I  can  find  out  from  one  of  ihe»  gentlemen.  They 
have  the  statistics  here.    I  do  not  recall. 

Mr.  Rolph.  7.77  was  the  highest. 

Mr.  Earle.  7.77. 

Senator  Jones.  I  thought  I  had  seen  that  figure  somewhere. 
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Mr.  Earle.  That  would  be  my  recollection,  but  I  do  Aot  want  to 
mislead  you,  gentlemen,  and  when  I  really  do  not  know  accurately  I 
am  going  to  say  so. 

Senator  Jones.  Now,  then,  Mr.  Earle,  if  there  had  been  no  agree- 
ment, taking  into  consideration  your  experience  and  study  of  the 
sugar  market,  would  those  raw  sugars  have  gone  to  even  a  higher 
price  ? 

Mr.  Earle.  Oh^  there  is  no  question  about  that.  There  were  cer- 
tain factory  conditions  that  made  that  inevitable  that  will  be  useful, 
I  think,  to  you  gentlemen.  In  this  labor  situation,  if  you  let  your 
people  go  now,  you  run  a  great  risk  of  having  no  sugar  at  all.  They 
are  so  much  wanted  that  they  would  all  be  employed  in  other  pur- 
suits, and  there  is  no  floating  supply  to  speak  of.  Therefore,  every 
one  of  us — ^I  do  not  mean  that  patriotism  might  not  bring  about  the 
same  result — ^but  for  purely  business  reasons,  every  one  of  us  are 
keeping  all  our  help,  although  we  have  not  been  running^  and  there 
has  been  an  enormous  cost;  but  it  would  terribly  ieopardize  this  sit- 
uation if  those  forces  were  dissolved,  and  I  would  oe  delighted  to  buy 
sugar  at  a  loss  and  rim  as  a  near-prontable  thing,  because  the  amount^ 
we  are  paying  out  now  for  wages  would  be  in  part  made  up.  Do  I 
make  myself  clear  about  that? 

Senator  Jones.  I  think  so. 

Mr.  Earle.  There  are  two  vital  things  in  having  sugar.  There  is 
im  oversupply  of  refining  capacity  iii  the  United  States.  If  you  have 
customers,  you  want  to  keep  them.  I  will  give  a  premium  mstantly 
for  sugar,  if  the  administrator  will  let  me,  to  keep  my  force  occupied 
and  reduce  that  loss  and  to  take  the  other  fellow's  customers.  That 
is  exceedingly  good  business,  but  it  is  only  a  temporary  and  unusual 
thing. 

Senator  Jones.  Mr.  Earle,  I  believe  you  are  a  member  of  the  in- 
ternational commission? 

Mr.  Earle.  No,  sir ;  I  have  nothing  to  do  with  that.  I  merely  rep- 
resent the  refiners.  I  am  on  the  refiners'  committee.  They  were 
both  appointed  by  Mr.  Hoover. 

Senator  Jones.  And  that  committee  has  to  do  with  the  distribu- 
tion ? 

Mr.  Earle.  Among  the  refiners. 

Senator  Jones.  Among  the  refiners? 

Mr.  Earle.  The  other  gentlemen  buy  the  sugar,  and  say  what  por- 
tions shall  go  abroad  and  what  portions  are  to  be  used  in  Canada, 
and  herd,  etc. ;  and  then,  when  they  have  got  their  surplus  over,  they 
i»ertify  it  to  the  refiners  themselves.  I  think  every  refiner  is  prac- 
tically represented  on  that  committee,  and  then  we  say  what  is  fair 
among  ourselves,  and  we  have  not  had  a  dispute. 

Senator  Jones.  I  was  going  to  ask  you  in  regard  to  that — ^whether 
or  not  any  favoritism  hadbeen  shown  in  the  distribution  of  that  sugar 
nmong  the  refiners? 

Mr.  Earle.  There  was  one  refiner,  in  the  case  of  this  first  lot  that 
I  speak  of,  that  had  contracts  and  had  not  the  sugar  to  cover  them, 
and  I  think  by  general  agreement  he  was  allowed^  to  have  more  than 
his  proportion.    There  was  nothing  unfair  about  it. 

Senator  Jones.  That  was  the  Federal  Sugar  Refining  Co.? 

Mr.  Earle.  Yes;  but  he  was  in  dire  distress;  and  we  were  quite 
willing  to  waive  our  rights  to  help  him  out. 
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The  Chairman.  That  was  charged  to  him,  I  suppose  ?  . 

Mr.  Eakle.  Oh,  later  it  will  be  put  against  his  account ;  but  it  was 
not  favoritism  in  any  sense,  except  that  I  would  expect  them  to 
favor  me  if  I  was  in  a  hole,  and  they  could  do  it  without  too  great 
loss.  I  do  not  think  there  has  been  a  line  of  testimony  to  the  effect 
that  anybody  was  dissatisfied  with  his  treatment  by  that  committee. 
I  have  got  the  apportionments  here  if  you  would  like  to  see  them. 
Senator. 

The  Chairman.  No;  I  do  not  think  there  is  any  dispute  about  that. 

Senator  Jones.  I  do  not  think  we  need  that.  I  presume  you  have 
been  in  rather  close  touch  with  the  organization  ox  the  international 
commission  and  the  refiners'  commission,  have  you  not? 

Mr.  Earle.  I  have  had  to  be. 

Senator  Jones.  I  wish  vou  would  state,  if  you  have  any  reason 
for  the  statement,  why  refiners  were  appointed  on  the  international 
commission  or  committee. 

Mr.  Earle.  I  think  that  was  the  shrewdest  thing  Mr.  Hoover  did, 
and  that  is  really  the  reason  why  I  am  in  sympathy  with  Mr.  Hoover. 
Instead  of  applying  these  arbitrary  methods  which  caused  such  con- 
fusion he  got  us  all  together  and  appealed  to  our  patriotism  to  fix 
our  own  prices  on  ourselves  at  what  he  thought  was  fair,  and  we  all 
did  it;  and  as  far  as  refining  is  concerned  that  is  about  all  he  has 
done.  If  he  had  fixed  arbitrary  prices  he  might  have  stopped  pro- 
duction, but  he  took  the  men  who  knew  the  business — these  men  have 
no  discretion,  nor  have  they  any  power — ^he  took  the  men  who  had 
sugar;  he  wanted  to  get  it  from  them  cheaply  for  the  people;  and 
he  got  them  to  agree  to  a  figure  that  he  thought  was  fair  and  that 
they  were  willing  to  concede;  and  that  is  the  reason  why  I  prefer 
this  method  to  the  coal  administration.  I  do  not  like  these  govern- 
mental regulations.  If  business  men  are  not  to  be  consulted,  you 
are  going  to  have  confusion  all  the  time. 

Senator  Jones.  Then  what  he  has  actually  done  has  been  to  bring 
about  this  adjustment  or  regulation  of  prices  and  supplies  by  agree- 
ment of  the  parties  engaged  in  the  industry  ? 

Mr.  Earle.  I  should  like  to  tell  you,  if  it  is  acceptable,  just  what 
he  has  done. 

Senator  Jones.  Very  well. 

The  Chair3ian.  Now,  let  me  see.  Of  course,  if  we  go  into  that, 
all  right. 

Mr,  Earle.  It  will  take  only  a  minute. 

The  Chairman.  If  we  are  going  to  have  a  witness  here  take  the 
stand  to  pronounce  eulogies  and  give  his  opinions  of  Mr.  Hoover 
I  want  to  call  two  or  three  million  people  who  have  opposing 
opinions. 

Mr.  Earle.  Yes ;  easily ;  because  this  is  a  very  disturbing  subject ; 
but  I  do  not  want  to  do  that.  Senator.  I  want  to  tell  you  exactly 
what  he  did. 

The  Chairman.  Is  there  anything  new?  It  is  all  shown  in  the 
record,  is  it  not  ? 

Mr.  Earle.  It  is  entirely  new,  Senator;  and  I  really  think  it  will 
help  you. 

The  Chairman.  Very  well.  If  it  is  something  we  have  not  heard, 
go  ahead. 
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Mr.  Earle.  Under  the  British  system  the  Government  supplies  the 
money,  buys  the  su^ar,  and  sells  it.  That  is  done  by  funds  raised 
by  taxation.  Mr.  Hoover,  however,  ingeniously  made  the  refiners 
do  that.  We  have  to  find  the  money,  we  have  to  pay  for  the  sugar, 
and  we  have  to  pay  the  expense  of  this  whole  administration,  and 
yet  we  are  limited  in  our  price  by  our  own  agreement.  That  is  all 
he  has  done — I  mean,  so  far  as  refiners  are  concerned.  That,  I 
think,  is  far  more  in  accord  with  political  ecoijomy  than  arbitrarily 
telling  us  that  we  shall  shut  down,  or  that  we  shall  do  this  or  do  that. 
That  is  a  proposition  with  which  I  have  no  sympathy. 

Senator  Jones.  Did  this  agreement  as  to  the  differential  which  the 
refiners  might  charge  between  the  cost  of  raw  sugar  and  refined 
sugar  bring  about  a  reduction  in  that  differential,  or  otherwise? 

Mr.  Eable.  Our  differential — I  had  a  report  made  up — ^was  $1.61 
last  year  (I  am  speaking  of  net  figures),  and  he  reducea  us  to  $1.30, 
and  every  cost  has  gone  up  since  then.  Now,  that  is  all  he  did,  if 
you  want  to  know  the  fact,  a4s  far  as  that  is  concerned.  I  personally 
think  Mr.  Rolph  overpersuaded  U3,  because  costs  have  gone  up  so 
that  I  do  not  know  whether  even  that  large  split  will  cover  expenses. 
We  are  losing  money  at  present,  but  it  may  get  better. 

Senator  Jones.  I  should  like  to  ask  you  whether  or  not  even  this 
$1.30  differential  is  too  large  ? 

Mr.  Eabi^.  I  told  the  food  control  when  they  appealed  to  our 
patriotism  that  I  would  take  aru'^  price  they  said  was  lair.    Some  of 
the  refiners  wanted  $1.50.    We  finally  wrote  on  pieces  of  paper  what 
was  the  lowest  we  would  take,  every  one  of  us,  and  those  pieces  of 
paper  have  been  kept.    I  think  mine  was  the  lowest,  at  $1.25  a  hun- 
dred, and   that — I   need  not  give  names — some   other  gentleman 
wanted  either  $1.40  or  $1.50.     It  was  an  impossible  thmg  to  fix 
promptly,  so  Mr.  Eolph  reserved  the  right,  when  we  had  actual  re- 
sults, of  revising  it  again.    There  is  not  even  a  permanent  agreement 
as  to  that.    It  is  subject  to  revision  from  day  to  day. 
The  Chairman.  What  is  subject  to  revision  ? 
Mr.  Earle.  The  split  that  we  are  allowed. 
Senator  Jones.  The  differential. 

Mr.  Earle.  He  got,  by  voluntary  agreement,  without  using  any 
compulsion,  $1.30,  and  he  thought  it  was  good  business  to  take  that^ 
but  made  the  reservation  that  he  could  change  it  if  he  found  we  were 
making  too  much. 

The  Chairman.  And  suppose  you  were  making  too  little? 
Mr.  Earle.  Oh,  I  have  not  the  slightest  doubt  that  he  would  be 
fair  about  it. 

The  Chairman.  Why,  of  course. 

Mr.  Earle.  So  far,  this  has  gone  the  way  I  think  it  should  be.  If 
it  does  not  go  that  way,  I  will  Sick  just  as  hard  as  I  would  about  the 
coal  law. 

The  Chairman.  You  are  perfectly  satisfied  up  to  date? 
Mr.  Eari^.  Up  to  date.     At  present  I  am  losing  money,  but  1 
think  that  is  because  of  the  coal  not  running  regularly,  and  every- 
thing. 

The  Chairman.  You  know  that  is  not  on  account  of  the  differen- 
tial, do  you  not? 

Mr.  Earle.  Well,  it  is  not  at  this  se^kson  of  the  year.  The  differ- 
ential later  will  av<5rage,  I  hope. 
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The  Chairmajj.  I  mean  by  that,  you  know  that  the  reason  the 
differential  has  not  worked  out  in  a  satisfactory  way  is  because  of 
these  generally  disturbed  conditions,  to  wit,  lack  of  coal  and  lack 
of  transportation? 

Mr.  £arle.  Largely ;  except,  Senator,  you  ought  to  know  that  our 
manufacturing  pnce  may  vary  from  59  centjs  to  $2  if  we  do  not  run 
full ;  and  at  this  season  we  are  not  apt  to,  anyhow,  until  the  new  crop 
comes  in. 

The  Chairman.  Exactly;  but  so  as  to  clear  this  up — ^because  I 
find  that  if  we  leave  a  matter  and  go  away  along,  and  then  clear  it 
ap  40  pages  afterwards,  nobody  fin(£  it 

Mr.  E ABLE.  I  think  you  see  I  am  anxious  to  help  you. 

The  Chairman  (continuing).  So  as  to  clear  this  up,  while  you 
say  you  are  running  at  a  loss  at  the  present  time,  that  is  due  to  tem- 
porary conditions  ? 

Mr.  Earle.  Conditions  that  I  hope  are  temporary. 

The  Chairman.  And  when  the  traffic  of  the  country  is  cleared  up, 
and  the  coal  begins  to  flow 

Senator  Jones.  And  the  su^ar  bemns  to  come  in  quantities. 

The  Chairman  (continuing).  And  the  sugar  begins  to  come — ^that 
is,  the  new  crop  begins  to  come  in,  as  it  will  come  in— then  this  differ- 
ential will  work  out  in  a  satisfactory  manner? 

Mr.  Earle.  I  think  you  are  perfectly  right,  sir ;  but  I  am  referring 
to  present  conditions. " 

The  Chairman.  Oh,  I  understand. 

Mr.  Earle.  And  you  know  them  perhaps  as  well  as  any  man  in  the 
country. 

The  Chairman.  At  present  there  are  probably  200,000  factories  in 
the  United  States  standing  idle. 

Mr.  Earle.  Exactly. 

The  Chairman.  And  their  costs  are  very  high;  but  that  is  due, 
not  to  their  bad  business  management  nor  to  their  bad  bargaining ; 
it  is  due  to  a  bad  condition  which  may  or  may  not  be  unavoidable. 

Mr.  Earle.  You  have  it  exactly.  Senator. 

The  Chairman.  I  get  your  idea. 

Mr.  Earle.  My  belief  is  that  this  is  a  fair  average  price,  but  it 
will  be  revised  if  it  is  not. 

Senator  Jones.  Now,  Mr.  Earle,  I  wish  you  would  tell  us  whether 
or  not  you  think  any  additional  legislation  with  regard  to  food  con- 
trol should  be  had. 

Mr.  Earle.  As  a  citizen,  I  do  not  like  control.  I  think  that  the 
business  men  of  this  country  can  attend  to  their  business  and  the 
legislatures  can  attend  to  theirs  better  than  they  can  attend  to  it  for 
each  other.  If  the  refiners  were  refractory,  I  thinlc  public  opinion 
would  force  more  Government  control  upon  them,  if  they  tried  to 
be  greedy.  I  think  it  is  both  patriotic  and  good  business  to  treat  this 
subject  fairly  and  give  the  people  a  fair  price  for  sugar.  That  is  my 
own  busine^  feeling.  I  think  T  would  do  my  company  an  injury 
if  I  took  any  step  that  would  tend  to  any  further  or  increased  control, 
and  I  believe  if  the  refineries  were  unreasonable  that  might  result. 
Now,  that  is  only  my  own  feeling,  Senator. 

Senator  Jones.  That  is  due  to  the  fact  that  the  refiners  have  been 
brought  together  into  a  reasonable  agreement  and  by  agreement  have 
Drevented  the  necessity  for  more  drastic  legislation  ? 
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Mr.  Earle.  Exactly.  There  are  two  methods.  'Hxere  is  one  by 
arbitrary  edict,  which  I  do  not  think  is  American,  and  there  is  an- 
other b^  persuasion  and  conference.  So  far  the  latter  has  been  the 
only  thing  that  has  been  applied  to  us. 

Senator  Jones.  And  you  think  that  even  in  an  industry  of  this 
magnitude  persuasion  can  be  made  effective  ? 

Mr.  Earle.  It  has  been.  Now,  that  is  really  all  I  wanted  to  say  to 
you,  gentlemen,  and  I  do  not  want  you  to  think  that  I  am  supporting 
anything  else. 

The  (jHAiRKAN.  Have  you  concluded,  Senator  Jones? 

Senator  Jones.  I  was  about  to  ask  him  if  he  has  anjrthing  further 
to  say,  and  he  says  he  has  not. 

The  Chairman.  I  will  ask  a  very  few  questions,  because  I  want  to 
conclude  in  a  few  minutes.  Of  course,  you  do  not  mean  that  all  that 
Mr.  Hoover  did 

Mr.  Earle.  I  am  only  referring  to  what  I  was  in  touch  with. 

The  Chairman  (continuing).  Was  merely  to  get  the  refiners  to 
come  together  and  agree  on  a  differential  ? 

Mr.  Earle.  No;  I  do  not. 

The  Chairman.  That  was  the  way  you  stated  it,  but  I  thought  it 
was  an  inadvertence. 

Mr.  Earle.  I  was  referring  to  all  he  did  as  to  refined  sugar.  He 
did  thousands  of  things  as  to  other  matters  that  I  know  nothing 
about. 

The  Chairman.  As  a  matter  of  fact,  the  international  commission 
was  organized,  and  Mr.  Hoover  put  on  the  international  commission 
three  sugar  refiners  that  have  been  named,  and  that  international 
commission  effected  an  understanding  by  which,  for  all  practical 
purposes,  at  least,  it  would  control  the  entire  market  for  the  Cuban 
sugar  crop  ? 

Xir.  Earle.  Yes,  sir. 

The  Chairman.  That  commission,  through  its  respective  Govern- 
ments, could  control  practically  all  of  the  ships  that  would  carry 
sugar  from  Cuba  to  this  country  ? 

Mr.  Earle.  I  should  say  so. 

The  Chairman.  When  that  situation  had  progressed  to  that  point, 
of  course  it  goes  without  saying  that  the  Cuban  producer  would 
have  to  take  the  price  fixed,  or  such  price  as  he  could  agree  upon 
with  the  international  commission? 

Mr.  Earle.  To  a  very  large  extent. 

The  Chairman.  Well,  that  can  be  said  practically  of  the  crop. 
Of  courpo,  we  are  speaking  of  it  by  and  large  now. 

Mr.  Earle.  They  had  such  power  that  they  could  have  made  him 
take  a  price,  I  believe,  that  would  have  ruined  him,  and  then  there 
would  not  have  been  any  sugar. 

The  Chairman.  That  would  have  been  unwise,  and  it  would  have 
been  highly  improper. 

Mr.  Earle.  I  agree  with  you,  Senator. 

Tlie  Chairman.  In  addition  to  that,  the  refiners  were  brought 
together,  and  they  made  an  agreement  to  take  all  of  their  sugar 
that  came  from  the  outside  of  the  United  States  through  an  inter- 
national committee? 

Mr.  Earle.  They  made  a  single  purchasing  agent  for  us.  That 
is  what  we  did. 
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The  Chairman.  Yes.  So  that  as  it  works  out  there  was  prac- 
tically a  single  purchasing;  agent  created  for  raw  sugars  produced 
outside  of  the  United  States,  and  that  single  purchasing  agent  be- 
came the  single  purchasing  agent  for  all  the  renners? 

Mr.  Eable.  That  was  the  plan. 

The  Chairman.  And  all  of  the  refiners  did  their  business  through 
this  same  agency  that  operated  for  both  sides,  in  fact? 

Mr.  Earle.  Yes,  sir. 

The  Chairman.  Now,  among  other  things  that  was  agreed  upon 
was  that  the  refiner  was  to  have  $1.30  for  refining  sugar? 

Mr.  EariiE.  Yes,  sir. 

The  Chairman.  There  was  no  agreement  effected  that  he  should 
put  up  the  money  to  buy  the  sugar.  That  is  an  agreement  that  is  still 
in  abeyance  and  has  not  yet  been  fully  executed? 

Mr.  Earle.  I  would  hardly  say  that,  because  that  is  what  we  are 
doing. 

The  Chairman.  Yes;  but  there  has  been  no  agreement  signed  up  to 
date,  although  some  of  the  refiners,  at  least,  have  been  advancing 
money  to  the  international  commission  to  pay  for  sugars  that  have 
been  sent  to  this  country  ? 

Mr.  Earle.  My  understanding  is  that  there  is  an  agreement  that 
we  are  bound  by  what  this  commission  will  do,  and  that  they  have 
drawn  up  a  contract  with  the  Cubans  and  with  the  foreigners,  or  our 
allies,  I  should  say,  and  that  they  have  submitted  to  us,  but  they  can 
sign  that  whether  we  want  to  or  not. 

The  Chairman.  I  do  not  want  to  get  confused.  There  was  a  con- 
tract here  that  was  made  between  the  refiners,  and  that  has  been  put 
in  evidence.  There  was  another  contract,  which  was  referred  to, 
which  was  a  statement  sent  to  the  different  refiners  and  which,  when 
signed,  amounted  to  an  authorization  by  the  refiner  to  the  interna- 
tional committee  to  buy  sugars  for  the  account  of  the  refiner. 

Mr.  Earle.  Exactly. 

The  Chairman.  And  that,  of  course,  would  commit  the  refiner  to 
pay  for  those  siigars,  because  he  had  authorized  the  agent  to  buy. 

Mr.  Earle.   xou  have  got  it  exactly. 

The  Chairman.  My  understanding  is  that  that  contract  has  not 
been  fully  signed. 

Mr.  Earle.  Well,  I  think  you  are  mistaken. 

The  Chairman.  Very  well. 

Mr.  Earle.  I  think  the  contract  authorizing  them  has  been  fully 
signed.  I  know  there  was  testimony  to  the  effect  you  state,  but  I 
think  that  is  wrong.  I  think  they  have  full  authority  to-day:  but 
when  they  drew  up  the  contract  with  the  Cubans  they  thought  it 
might  affect  us  so  deeply,  as  we  had  to  pay  for  it  to  get  it — they  had 
no  intention  not  to  pay  for  it — ^that  they  submitted  it  to  us,  and  T 
have  signed  it.    I  do  not  know  whether  anybody  else  has  or  not. 

The  Chairman.  I  think  that  can  be  easily  cleared  up,  and  I  will 
pass  on. 

Mr.  Earle.  Easily.    The  papers  will  show. 

The  Chairman.  Yes;  the  papers  will  show,  and  I  will  nass  on 
without  pursuing  it.  I  do  not  thmk  it  an  exceedingly  material  thing, 
anyway;  at  least,  not  material  to  the  inquiry  I  am  now  pursuing! 
Now,  of  course,  the  effect  of  all  this  is  that  the  refiner  takes  no  chance 
of  buying  in  the  market  at  a  higher  price  than  his  rival. 
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Mr.  Eable.  He  can  not,  or  at  a  lower  price. 

The  Chairman.  Yes.  In  the  ordinary  course  of  trade,  before  we 
had  this  regulation,  if  you  went  into  the  market  and  bought  100,000 
tons  of  sugar  and  your  rival  in  business  bought  100,000  tons  for  an 
eighth  of  a  cent  less,  he  would  have  a  very  considerable  advantage  of 
you  in  the  market? 

Mr.  Earle.  There  is  not  the  slightest  doubt  about  it.  If  he  did  it 
often,  I  would  go  out  of  business ;  and  if  I  did  it  oft^^n,  he  would. 

The  Chairman.  Yes;  and  that  risk  you  refiners  who  were  not  in 
any  combination,  but  Were  in  independent  and  free  competition, 
constantly  had  in  your  business? 

Mr.  Earle.  Yes,  sir. 

The  Chairman.  And  that  risk  has  been  wiped  out  by  this  arrange- 
ment ? 

Mr.  Earle.  Also  the  profits  that  we  made,  which  were  much  more 
desirable. 

The  Chairman.  Wait  a  moment;  I  am  coming  to  that.  That  risk 
has  been  wiped  out? 

Mr.  Earle.  It  has,  sir ;  unquestionably. 

The  Chairman.  Likewise,  when  you  had  accumulated  or  bought 
this  100,000  tons  of  sugar  in  normal  times,  you  had  to  sell  in  a  com- 
petitive market,  and  your  rival  in  business  might  undersell  you? 

Mr.  Earle.  Yes,  sir. 

The  Chairman.  And  might  take  away  your  trade;  and  you  were 
engaged  in  a  pretty  constant  battle  to  keep  your  trade  territory  and 
your  customers? 

Mr.  Earle.  Yes,  sir.    You  understand  it  perfectly. 

The  Chairman.  That  danger  has  been  wiped  out  now;  has  it  notf 

Mr.  Earle.  I  am  glad  to  say  it  was  not  a  danger  to  our  plant.  We 
throve  on  that  condition. 

The  Chairman.  You  throve  on  it;  but  it  is  a  danger,  and  it  must 
be  a  danger,  of  losing  trade,  or  possibly  an  opportunity  to  gain 
trade.    That  has  been  wiped  out? 

Mr.  Earle.  The  ordinary  conditions  of  Vompetition  existed,  and 
they  have  been  removed. 

The  Chairman.  They  are  gone.  So  that  now  the  question  that 
you  have  to  confront  you  is  not  the  getting  of  the  sugar  nor  the 
selling  of  the  sugar,  but  the  question  of  manufacturer's  costs.  That 
is  practically  the  one  great  problem  you  have  before  you? 

Mr.  Earle.  That  is  right,  too,  and  that  is  the  great  problem  under 
present  conditions.    It  is  as  big  as  all  the  others  together  used  to  be. 

The  Chairman.  Undoubtedly.  Now,  what  was  your  average  dif- 
ferential when  you  used  to  go  into  the  market  and  buy  and  sell  on 
the  open  market?  What  did  you  make,  on  the  average,  on  100 
pounds  of  sugar? 

Mr.  Earle.  I  can  get  the  figures.    I  guess  about  85  cents  was  the 

split. 

The  Chairman.  About  85  cents? 

Mr.  Earle.  Now,  that  is  a  guess,  Senator. 

The  Chairman.  That  covered  your  manufactui-er^s  costs,  your 
advertising,  and  everything  else ;  did  it  ? 

Mr.  Earle.  That  covered  everything. 

The  Chairman.  Your  gross  diflFerential  was  85  cents.  What  was 
vour  net? 
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Mr.  EiiRLE.  And,  of  course,  that  varied,  but  I  should  say  that  was 
an  average. 

The  Chairman.  Your  gross  was  85  cents;  your  net  was  85  cents 
minus  the  costs  of  manufacturing,  of  advertising,  overhead,  and  all 
other  incidents  of  your  business.    That  is  right,  is  it? 

Mr.  Earle.  Perfectly. 

The  Chairman.  Ana  now,  all  these  risks  having  been  taken  away, 
so  that  you  have  no  chance  of  going  into  a  bad  market  to  buy  while 
your  rival  may  best  you  by  going  into  another  market,  and  all  the 
rivalries  or  dangers  incident  to  your  trade  being  taken  away  from 
vou  in  the  retail  market  also  having  been  removed,  you  now  get 
$1.30? 

Mr.  Earlk.  You  have  stated  part  of  the  proposition.  For  ex- 
ample, we  pay  80  or  82  cents  for  barrels,  and  we  formerly  paid  46. 

The  Chairman.  I  am  coining  to  the  increased  costs. 

Mr.  Earle.  Oh!  I  thought  you  were  «ftating  the  whole  thing. 
Now,  I  want  to  say  this :  In  a  properly  run  refinery,  what  you  speak 
of  as  disadvantages  are  really  advantages.  The  more  intelligent 
man  gains  by  those  things. 

The  Chairman.  But,  of  course,  you  con  not  all  be  the  more  in- 
telligent man. 

Mr.  Earle.  We  can  all  try.  That  is  what  competition  does  for 
people.    It  makes  them  try  to  be  the  best. 

The  Chairman.  There  can  only  be  one  most  intelligent  man. 

Mr.  Earle.  And  I  am  sorry  to  say  he  is  not  here. 

The  Chairman.  And  there  can  be  a  few  of  the  more  intelligent, 
and  then  there  must  be  some  of  the  less  intelligent.  Then,  still,  we 
come  to  this — that,  as  a  matter  of  fact,  speaking  by  and  large,  the 
refineries  have  been  exceedingly  prosperous  at  the  86-cent  differen- 
tial— exceedingly  prosperous? 

Mr.  Earle.  Well,  now,  they  have  been  prosperous  and  they  have 
not  been  prosperous.  With  the  85-cent  differential,  for  example,  we 
have  had  long  strikes  that  were  very  expensive.  The  I.  W.  W.  tried  to 
stop  all  sugar.  You  were  very  prosperous  if  nothing  interrupted, 
but  something  interrupted  all  the  time. 

The  Chairman.  Well,  taking  the  years  as  they  come  and  go,  as  will 
be  shown  by  Poor's  Manual  here,  which  I  have  before  me,  the  re- 
fineries have  been  very  prosperous.    Now,  that  is  true,  is  it  not? 

Mr.  Earle.  If  you  mean  always,  no.    If  you  mean  lately,  yes. 

The  Chairman.  I  say,  taking  them  by  and  large.  Of  course,  I  am 
not  going  back  to  the  fall  of  Adam,  or  anything  of  that  kind.  I  am 
speaking  about  modern,  recent  years.  Take  the  last  10  years,  if  you 
please.  Even  during  the  trust  investigations  and  during  the  prosecu- 
tions that  some  of  ftiem  suffered,  and  all  that,  they  have  been  very 
prosperous,  have  thw  not? 

Mr.  Eari^.  No.    1  am  speaking  now  of  ourselves. 

The  Chairman.  I. am  speaking  of  the  factories  as  a  whole,  not  of 
yourselves. 

Mr.  Earle.  I  can  not  answer  that. 

The  Chairman.  As  far  as  yourselves  are  concerned,  I  think  you 
are  in  a  class  by  yourselves  for  the  reasons  you  gave  a  while  ago ;  but 
I  am  asking  yon  now  about  the  factories  as  a  whole,  and  not  about 
yourselves.    What  can  you  say  about  that? 
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Mr.  Eable.  I  should  say  that  in  recent  years  they  had  been  pros- 
perous.   We  have  lost  a  great  deal  of  money. 

The  Chairman.  You  would  also  say  they  have  been  very  prosper- 
ous, would  you  not  ? 

Mr.  Earle.  Since  the  war ;  very  prosperous. 

The  Chairman.  Yes;  and  before  the  war? 

Mr.  Earle.  Well,  now,  you  are  really  asking  about  what  I  do  not 
know. 

The  Chairman.  You  do  not  know.  That  really  is  before  your  con- 
nection with  the  sugar  business,  is  it  not  ?  * 

Mr.  Earle.  We  started  and  lost  a  million  and  a  half.  Then  we 
Parted  and  made  money  very  fast.    That  is  my  experience. 

The  Chairman.  Yes ;  and  you  have  recently  gone  into  the  sugar 
•business? 

Mr.  Earle.  What  year  did  we  start?  About  four  years  and  six 
months  ago;  and  our  losses  were  $2,000  a  day  for  a  while. 

Now,  Senator,  there  is  one  other  thing  that  I  think  you  gentlemen 
who  do  not  make  sugar  ought  to  know.  The  jump  in  the  cost  of  pro- 
•duction  of  sugar  comes  about  very  largely  by  what  we  call  manufac- 
turer's loss.  That  has  nothing  to  do  with  cost  of  labor  or  anything 
•else.  Taking  round  fi'gures,  7  pounds  out  of  every  100  we  buy  is  dirt, 
and  we  pay  for  it.  Now,  if  sugar  sells,  as  it  has  sold,  as  low  as  1.90. 
or  take  2  cents — I  am  speaking  of  cost.  Senator  Vardaman — ^if  sugar 
sells  at  2  cents,  we  lose  14  cents  a  hundred,  but  if  sugar  sells  at  8 
<cents  we  lose  56  cents  a  hundred;  so  that  the  advance  is  entirely 
illusory.    Do  you  get  my  point  ? 

The  Chairman.  Let  me  ask  you  this  question :  You  took  over  this 
:f actory  three  years  ago,  did  you  ? 

Mr.  HoDDiiESs.  Four  years  and  six  months  ago. 

The  Chairman.  How  mUch  did  you  take  over  that  factory  for? 

Mr.  Earle.  Well,  I  do  not  know  what  it  cost.  It  was  built  by 
Adolph  Segal.    There  were  $8,000,000  of  securities  when  I  took  it. 

The  Chairman.  Oh,  yes;  but  you  did  not  take  it  with  the  burden 
of  those  securities.    You  took  it  through  a  receivership,  did  you  not! 

Mr.  Earle.  No ;  the  receivership  was  the  company  that  owned  it. 
It  made  a  $5,300,000  loss  on  the  property. 

The  Chairman.  Yes;  and  we  will  not  go  back  into  that. 

Mr.  Eai!L£.  We  went  through  the  utmost  chaos,  and  what  it  cost 
I  do  not  know.    Any  other  refiner  in  the  world 

The  Chairman.  But  I  am  asking  you  about  your  own  company 
now. 

Mr.  Earle.  Yes. 

The  Chairman.  You  took  it  over  for  $3,000,000, 1  believe  you  said. 
approximntely  ? 

Mr.  Earle.  No,  no.  I  said  that  I  thought  what  we  received  from 
the  American  company  in  settlement  of  our  claim  was  worth  approii- 
mately  $3,000,000.  We  got,  I  think,  $750,000  in  cash.  I  have  not  got 
those  figiu'es  before  me. 

The  Chairman.  What  did  you  take  over  that  factory  for? 

Mr.  Earle.  We  did  not  take  it  over  in  one  sense,  and  yet  in  another 
we  did.  The^  had  possession  of  it.  I  would  have  to  tell  you  the 
whole  story  in  order  not  to  mislead  you.  They  gave  the  voting 
trustee  a  loan  of  $1,200,000. 
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The  Chairman.  What  was  the  fair  market  value  of  that  property 
at  that  time? 

Mr.  Earle.  I  have  not  the  slightest  idea. 

The  Chairman.  No  idea  at  all. 

Mr.  Eakle.  Not  the  slightest. 

The  Chairman.  Can  you  not  come  within  a  million  or  two  of  it  ? 

Mr.  Earle.  All  I  know  is  that  there  were  $5,000,000  of  bonds  and 
$3,000,000  of  stock  against  it.  I  have  never  seen  an  account  of  what 
was  paid  out,  or  whether  it  was  wisely  paid,  or  anything. 

The  Chairman.  But  this  $5,000,000  of  bonds  and  $3,000,000  of 
stocks,' which  aggregates  $8,000,000,  and  which  I  suppose  contained 
the  usual  amount  of  water 

Mr.  Earle.  I  think  in  all  probability  it  did,  but  I  do  not  know. 

The  Chairman  (continuing).  That  went  through  a  receiversliip, 
did  it  not  ? 

Mr.  Earle.  Yes;  and  I  was  receiver. 

The  Chairman.  When  the  receivership  closed,  how  did  it  get  out 
of  the  receivership ?    On  what  basis  did  it  get  out  ? 

Mr.  EaioiE.  I  got  them  all  to  scale  the  securities  away  down,  because 
I  was  afraid  I  would  have  bitter  contests  with  the 

The  Chairman.  What  capital  did  you  reduce  it  to  ? 

Mr.  Earle.  My  judgment  is  that  I  put  out  $1,500,000  in  bonds,  and 
about  $1,500,000  in  stocks. 

The  Chairman.  That  brings  us  to  $3,000,000,  does  it  not  ? 

Mr.  Earle.  Yes ;  but  it  is  not  the  real  value  of  the  property. 

The  Chairman.  Very  well.    That  is  what  you  put  out. 

Mr.  Earle.  That  is  what  I  did,  for  prudential  reasons. 

The  Chairman.  How  much  is  that  plant  worth  to-day? 

Mr.  Earle.  I  do  not  know. 

The  Chairman.  Oh,  api)roximately  ? 

Mr.  Eakle.  If  you  take  it  on  the  basis  of  the  return  of  the  Amer- 
ican, I  should  say  it  was  worth  twelve  or  thiiteen  million  dollars. 

The  Chairman.  Have  you  added  any  new  capital  since  you  took  it 
over? 

Mr.  Earle.  Oh,  lots  of  it. 

The  Chairman.  I  mean,  clean  outside  capital? 

Mr.  Earle.  Yes. 

The  Chairman.  How  much  ? 

Mr.  Earle.  I  think  we  put  in  $1,500,000,  and  then  we  put  in  con- 
stantly most  of  our  earnings. 

The  Chairman.  Out  of  your  earnings? 

Mr.  Earle.  No;  $1,600,000  entirely  apart  from  our  earnings. 

The  Chairman.  Then  you  put  in  $1,500,000  in  new  money? 

Mr.  Eai.-le.  I  am  giving  you  round  figures. 

The  (Chairman.  Certainly;  they  are  round  figures,  and  I  am 
making  allowance  for  that.  You  put  in  $1,500,000  from  new  capital, 
and  you  already  had  in  $1,500,000  of  stock  and  $1,500,000  of  bonds. 
1  hat  is  $4,500,000,  and  now — - 

Mr.  Eakle.  No ;  I  think  that  is  more — I  think  the  bonds  represented 
the  new  capital.     I  think  you  are  stating  it  against  your  own  point. 

The  Chairman.  Oh,  the  bonds  represented  the  new  capital  ? 

Mr.  Earle.  They  represented  the  new  capital. 

The  Chairman.  Oh,  well,  then,  I  misled  myself. 

Mr.  Earle.  Yes ;  and  I  do  not  want  you  to. 

38464—18 63 
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The  Chairman.  So  you  have  got  a  concern  that  is  capitaiuMd  at 
J^,000,000  and  that  is  worth  $13,000,000  ? 

Mr.  Earle.  I  should  sav  that  it  is  worth  $13,000,000. 

The  Chairman.  Yes.  Where  did  it  get  the  additions  to  its  capital 
to  brine  it  up  to  $13,000,000  ?    Was  it  out  of  earnings? 

Mr.  Earle.  No ;  I  think  the  value  always  was  there. 

The  Chairman.  The  value  was  always  $13,000,000,  and  yet 

Mr.  Earle.  Well,  it  has  had  this  additional  capital,  and  then  it 
has  had  the  earnings  that  we  have  put  in. 

The  Chairman.  Have  you  enlarged  your  plant? 

Mr.  Earle.  Oh,  we  had  a  cax)acity  of  500  barrels  a  day  when  I 
took  it,  and  we  now  have  a  capacity  of  approximately  5,000^ 

The  Chairman.  Then  you  do  not  mean  to  say,  when  you  have 
multiplied  this  plant  by  10,  that  this  $13,000,000  of  value  was  always 
there.  If  it  is  worth  $13,000,000  now,  when  it  makes  5,000  barrels  a 
day,  it  surely  was  not  worth  $13,000,000  when  it  made  600  barrels 
a  day. 

Mr.  Earle.  I  think  when  I  took  it,  it  was  a  liability,  but  the  money 
had  been  spent,  and  the  additional  money — well,  we  lost  practically 
all  the  $1,500,000  we  put  in  while  we  were  making  this  plant  what 
it  ought  to  be. 

The  Chairman.  Exactly. 

Mr.  Earle.  And  now  we  are  making  money;  at  least  we  were  until 
this 

The  Chairman.  You  got  a  $3,000,000  plant,  and  you  have  enlarged 
that  $3,000,000  plant  without  putting  in  a  single  new  dollar  in  addi- 
tion to  the  $3,000,000,  except  what  you  put  in  out  of  your  earning 
and  you  have  got  a  $13,000,000  property.  I  think  that  is  pretty  plain, 
and  that  is  pretty  good  management  on  your  part  or  somebody  else's 
part,  and  I  guess  you  are  the  man. 

Mr.  Earle.  I  do  not  claim  that.    I  have  had  very  able  assistance. 

The  Chairman.  Now,  let  us  go  a  step  farther.  What  were  your 
net  earnings  during  the  year  1917? 

Mr.  Earle.  I  have  not  got  that  information  yet. 

The  Chairman.  What  wore  your  net  earnings  during  the  vear 
1916? 

Mr.  Earle.  I  can  get  that  for  you  without  any  trouble.  I  have  not 
those  figures. 

The  Chairman.  Please  give  me  your  net  earnings  for  each  year 
since  you  reorganized  the  plant  and  took  it  out  of  the  hands  of  the 
receiver. 

Senator  Jones.  I  should  like  to  state  right  there  that  that  is  a 
thing  that  I  have  been  trying  to  get,  among  others,  with  regard  to 
all  these  refineries,  but  I  understood  that  objection  had  been  made  to 
going  into  it. 

The  Chairman.  No,  Senator;  the  question  was  held  in  abeyance, 
and  I  said,  the  last  talk  we  had,  that  I  was  inclined  to  think  you 
were  right,  and  that  we  ought  to  go  into  those  figures.  I  still  think 
80.  By  the  way,  Senator  Jones,  in  line  with  that — ^Mr.  Hunt  calls 
my  attention  to  it — ^because  we  were  interested  in  that  on  the  beet- 
sugar  business,  I  gave  a  direction  to  get  the  report  of  the  Federal 
Trade  Commission  on  the  beet-sugar  factories,  and  here  it  is.  You 
remember  we  were  talking  about  whether  there  was  not  a  short  cut 
on  these  thin^? 
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'  '  ^Si^ator  Jones.  Yjes.-  .  .:  .   »  '.^  v:r  ;  \i  i:  •  ly/ 

Mr.  Earle.  Senator,  I  want  to  explain  what  I  meajErt»  jWlie»  rl 
«i;id  I  valued  it  at  aoertftm  figure^  comparing' it  with.aiKMbherii^I&nt, 
I  took  the  American's  capital  and  output,  and  then  I  tooik  ourcapi- 
talizatiofn  and  output^  and  oa  the  basis  iof  what  I  think  we. -ought 
to  make  on  our  output  and  their  capital  I  gave  that  figure. 

The  Chairman..  Do  you  think  it  is  a!fair  figure  that  yon  ^ave  0ie? 
*  Mr.  Easlb.  I  diink  it  is  a  fair  compaidsoiv  I  can  build  that  plant 
for  very  much  less  money  than  that.  :    .  , 

The  Chairman.  Oh,  yes;  but  you  could  not  build  that  plant  and 
establish  that  business  with  its  good  will  and  its  ramifications.        : 

Senator  Vardam AN-  Its  going  value. 

The  Cha3Man.  Its  going  value. 

Mr.  Earle.  No;  it  taKes  a  long  time  to  build  up. a  bnisiness.   . 

The  Chairman.  Yes. 

Senator  Vardaman.  You  Agreed  to  give  us  the  earnings  of  your 
company 

Mr.  Earle.  I  understand.    If  others  do,  I  am  quite  willing. 

The  Chairman.  We  are  not  going  to  single  you  out. 

Mr.  Earle.  Then,  I  am  auite  content. 

The  Chaxrmak.  Unless  tne  other  gentlemen— : — 

Senator  Vardaman.  I  am  in  favor  of  having  it. 

Mr.  Earle.  I  do  not  see  why  you  should  not  have  it,  but  I  do  see 
why  you  should  not  .tell  our  rivals  what  we  axe  doing  and  not  tell  us 
what  they  are  doing. 

The  Chairman.  That  is  fair;  and  as  far  as  these  secrets  are 
•concerned  about  bow  much  money  you  are  making,  we  have  had  a 
great  deal  of  camouflage  (I  think  I  may  use  that  much-abused  term) 
about  that  in  our  countrv  lately.    I  do  not  think  there  ate  an^  secrets, 

Eractically  speaking.  The  most  of  them  are  reported  here  in  Poor's 
[anual. 

Mr.  Earle.  Yes ;  but  in  taking  our  figures  I  want  you  to  under- 
stand that  I  cut  the  capitalization  so  drastically  in  tne  reorganiza- 
tion because  I  reared  competition,  and  I  did  not  want  to  have  too 
many  obligations  on  me. 

The  Chairman.  I  should  like  to  have  you,  then,  furnish  us  with  a 
complete  statement  showing  the  gross  value  of  your  products,  your 
OTOss  expenses,  stated  in  the  farm  of  an  account,  bo  that  it  can  be 
faiiiy  divided  and  susceptible  of  analysis,  and  your  net  profits;  and 
I  want  it  so  stated  that  I  can  tell  whether  that  is  shrewd  buying  of 
sugars  or  whether  it  is  the  normal  manufacturer's  profit. 

Sir.  Earle.  Well,  now,  that  is  really  what  you  ou^ht  to  have.  A 
great  part  of  our  profits  are  necessarily  illusory.  I  can  make  that 
plain  to  you.  If  we  had  100,000  barrels  of  sugar  on  hand  when  this 
rise  started,  an-l  that  sugar  went  up  2  cents — and  it  has  gone  up  very 
much  more — ^that  would  icpresent  a  profit  of  $700,000  without  1  cent 
of  manufacturing  profit  at  all. 

The  Chairman.  Exactly. 

Mr.  Earle.  And  therefore,  when  it  is  going  to  go  down,  your 
profits  are  going  to  disappear  again. 

The  Chairman.  Certainly,  if  you  have  a  stock  on  hand. 

Mr.  Earle.  So  that  if  you  buy  sugar  well  you  will  make  a  large 
«imount  of  profit ;  and  that  is  the  reason  I  think  your  legislation  tax- 
ing surplus  profits  was  one  of  the  finest  things  you  did,  except  thr^ 


096  SHOBTAOE  OF  bUOAB. 

when  it  goes  down  I  do  not  know  where  we  are  going  to  get  the 
money  back. 

The  Chairk/VN.  Exactly.  You  do  not  calculate,  when  sugar  goes 
down,  to  have  much  on  hand,  do  you? 

Mr.  Earle.  We  can  not  keep  our  trade  unless  we  have  a  great  deal 

The  Chairman.  You  do  not  calculate  to  have  a  very  great  deal? 

Mr.  Earle.  I  calculate  to  have  a^  little  as  I  can. 
'    The  Chairman.  And  you  calculate  to  have  that  pretty  well  con- 
tracted out  to  your  wholesale  trade ! 

Mi*.  Earle.  That  is  one  of  the  difSculties  of  the  trade;  thej  do  not 
take  the  sugar  when  it  goes  down,  even  though  thev  bought  it. 

The  Chairman.  I  am  going  to  trust  vou  not  to  oe  overstocked. 

Mr.  Earle.  Senator,  I  knew  you  would  have  a  good  opinion  of  me 
before  vou  got  through. 

The  Chairman.  I  have  had  all  the  time. 
.  Mr.  Earle.  Well,  then,  we  are  very  good  frienda 

The  Chairman,  ^ow,  let  us  go  a  step  farther.  What  is  the  inter- 
est you  pay  on  your  bonds  ? 

Mr.  Earle.  I  did  not  want  any  interest,  because  I  was  afraid  we 
might  be  wiped  out,  so  we  made  them  income  bonds.  They  did  not 
^et  any  interest  unless  wc  earned  it.  For  many  vears  they  got  noth- 
ing, and  then  they  got  6  per  cent,  and  they  have  had  as  high  as  8  per 
cent. 

The  Chairman.  And  what  dividends  have  you  paid  on  your 
stocks? 

Mr.  Earle.  We  did  not  pay  any  dividends  all  of  these  years  until 
last  year,  and  then  we  began  paying  2  per  cent  quarterly. 

The  Chairman.  But  in  the  meantime  you  have  put  your  earnings 
into  the  betteiments  of  the  plant  and  extensions  oi  your  business! 

Mr.  Earle.  I  thought  that  was  sound  policy. 

The  Chairman.  Yes,  sir;  I  think  it  is. 

Mr.  Earle.  And  it  has  resulted  well. 

Ihe  Chairman.  So  that  now,  when  you  begin  to  pay  your  divi- 
dends, and  quit  making  investments  of  your  earnings,  you  will,  of 
eoui  se,  begin  pcj^ing  larger  dividends,  naturally,  than  you  would  if 
you  had  not,  during  all  this  time,  laid  that  up! 

Mr.  Earle.  If  the  war  ends  suddenly^  and  all  that  Java  sug^r 
comes  on  the  market,  I  think  we  may  suspend  dividends  for  quite 
a  while ;  but  that  is  merely  guessing.  That  is  what  I  think  the  sugar 
refiners  are  afraid  of. 

The  Chairman.  Yes ;  but  I  hardly  think  you  are  putting  that  in  as 
a  solemn  statement. 

Mr.  Earle.  I  hope  to  make  good  dividends  for  the  people  who 
have  trusted  me  with  the  situation. 

The  Chairman.  I  might  say  to  you  that  on  the  other  hand,  if  the 
war  were  to  terminate  to-morrow,  and  the  shippii^  of  the  world 
were  to  be  released,  the  probabilities  are  that  the  '^utonic  powers 
would  want  all  the  little  sugar  there  is  in  Java  mighty  quick. 

Mr.  Earle.  The  situation  is  exceedingly  complicated. 

The  Chairman.  Yes;  of  course  it  is,  and  we  need  not  goess 
much. 

Mr.  Earle.  No. 

The  Chairman.  Now  I  want  to  ask  you  another  question  or  two. 
Do  you  think,  as  a  sugar  refiner,  a  man  who  has  been  used  to  supply- 
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in^  the  trade,  that  you  woilld  be  justified  in  charging  exorbitant 
prices  simply  because  there  was  a  war  on,  and  a  sugar  shortage? 

Mr.  Earle.  I  do  not  think  it  is  ever  good  policy,  at  any  time,  to 
charge  exorbitant  prices. 

The  Chaikmian.  Would  you  have  done  that? 

Mr.  Earle.  I  do  not  understand  just  what  you  mean  by  ^^ex- 
orbitant prices." 

The  Chairhak.  I  am  just  assuming,  now,  that  there  had  been  no 
interference  here;  that  you  had  had  to  go  to  Cuba  and  buy  your 
sugars,  and  vou  had  had  to  go  to  Louisiana  and  buy  your  sugars, 
and  you  had  gone  to  other  places  in  the  world  where  there  were 
sugars  and  bought  them,  buying  them  of  course  at  the  best  prices 
vou  could.  Now,  would  you  have  added  to  that,  even  if  there  had 
been  no  agreement,  any  exorbitant  profit? 

Mr.  Earle.  The  man  who  pays  and  the  man  who  gets  may  differ 
as  to  exorbitant  profits. 

The  Chairman.  I  am  going  to  put  it  to  you :  Would  you  have  added 
a  profit,  say,  of  5  cents  a  pound  on  sugar? 

Mr.  Earle.  Of  course  I  would  not.  -It  would  have  been  very  bad 
lousiness. 

The  Chairman.  Why.  of  course  you  would  not;  and  you  would 
not  have  added  a  clean  profit  of  3  cents  a  pound  on  sugar,  either; 
would  vou  ? 

Mr.  Earle.  T  never  have  had  the  opportunity,  but  I  do  not  think  I 
would. 

The  Chairman.  You  would  not  do  it,  because  if  you  did  do  it  your 
whole  sugar  trade  would  think  that  you  had  done  a  wicked  and 
outrageous  thing,  taking  advantage  of  a  necessity. 

Mr.  Earle.  But  this  I  would  do 

The  Chairman.  Now,  do  you  not  think  that  what  you  say  of 
yourself  is  true  of  the  other  men  engaged  in  the  refining  business? 

Mr.  Earle.  Yes ;  but  you  are  overlooking  the  raws. 

The  Chairman.  Oh,  yes;  I  said  in  addition  to  the  price  you  paid 
for  the  raws.  Now  then,  when  it  came  to  going  down  and  buying 
those  raws 

Mr.  Eartjb.  Senator,  I  want  to  be  frank  with  you.  If  I  had 
bought  raws,  as  I  might  have,  at  2  cents  a  pound,  and  the  market 
for  raws  had  gone  to  5  cents,  and  I  could  not  replace  them  at  less 
than  5, 1  might  charge  that  3  cents. 

The  Chairman.  Oh,  I  do  not  question  that,  sir. 

Mr.  Earle.  Although  I  would  make  3  cents  profit,  but  I  could  not 
replace  them  unless  I  did. 

The  Chairman.  But  that  is  not  the  case  I  am  talking  about.  I  am 
talking  about  your  going  over  here  to  Cuba  and  buying  these  Cuban 
sugars,  let  us  say,  at  4  cents. 

Mr.  Earle.  And  on  that  market  charging  3  cents?  No;  I  would 
not. 

The  Chairman.  Why,  of  course  you  would  not  do  that,  and  no 
other  decent  refiner  would  have  done  that;  would  he? 

Mr.  Earle.  I  think  not.  I  do  not  think  any  other  reasonable  re- 
finer would. 

The  CiiAniMAN.  No;  and  they  are  all  pretty  decent  fellows,  I  guess. 
They  like  to  make  money,  of  course. 


Kv.  Eauljs.  They  Vary,  like  the  rest  of  tiie  human  race,  in  decency. 

The  ChaiAkak.  I  have  just  this  one  further  question^  and  then  I 
think  I  have  concluded : 

Starting  with  the  proposition  that  our  allies  and  we  ourselves 
control  all  the  bottoms  to  Cuba  and  substantially  all  the  bottoms  to 
Porto  Bico,  Aikd  ai  the  present  time  substantially  all  the  bottoms  that 
carry  sugar  to  America,  and  taking  into  consideration  the  fact 
which  you  have  stated,  that  whoever  controlled  these  bottoms  ooula 
Control  prices — indeed,  yott  said  these  producers  of  raw  sugars  would 
be  at  our  ihercy 

Mr.  Earle.  I  think  they  are. 

The  Chairman  (continuing).  And  we  might  have  abused  it  if  we 
had  wanted  to 

Mr.  Earle.  Which  I  hope  we  will  not 

The  Chairman  (continuing).  All  that  it  was  necessary  to  do  in 
order  to  keep  the  prices  at  a  reasonable  level  in  this  country  was  to 
liave  effectea  an  agreement  between  the  representatives  of  our  allies 
and  ourselves  as  to  the  price  beyond  which  they  would  not  go  in  raws, 
and  a  division  of  the  supply,  and  then  there  could  have  been  no  out- 
rageous price  imposed  on  the  American  people,  unless  the  refiners 
took  advantage  of  the  scarcity  and  imposed  that  price;  and  you  say 
that  inj^our  Judgment  the  refiners  would  not  have  done  so? 

Mr.  Earle.  Yes,  sir ;  I  say  that ;  but  I  say  they  would  have  charged 
more  than  they  are  charging  now,  becaiise  they  were  charging  more. 
I  think  money  has  been  saved  to  the  consumer. 
•  The  Chairman.  You  say  they  would  have  charged  more.  How 
litmg  would  they  have  continued  to  charge  more  than  they  are  charg- 
ing now  ? 

Mr.  Earle.  Senator,  if  you  will  tell  me  all  the  conditions  of  the 
time  that  I  am  to  project  myself  to,  I  will  tell  you. 

The  Chairman.  I  am  speaking  about  the  fact  that  lies  imme- 
diately before  us  of  the  Cuban  crop  coming  in,  which  always  pro- 
duces a  lowering  of  prices  at  this  season  of  the  year. 

Mr.  Earle.  I  think  the  great  problem  with  every  refiner  is,  when 
the  drop  comes,  where  he  is  going  to  stand ;  and  I  think  they  want  a 
pretty  good  margin 

The  Chairman.  Exactly. 

Mr.  Earle.  Because  they  are  going  to  be  stuck  on  some  part  of 
this  sugar.  You  are  right  in  saying  that  they  are  going  to  try  to 
be  stuck  as  little  as  possible. 

The  Chairman.  In  other  words,  we  did  get  our  sugars  for  a  little 
while  at  Icvss  than  they  would  been,  and  we  are  now  probably  within 
the  next  two  or  three  months  going  to  pay  more  than  we  would  have 
paid. 

Mr.  Earle.  I  do  not  think  so. 

The  Chairman.  And  then  at  some  other  period  we  will  probably 
reach  a  level.  In  other  words,  they  have  undertaken  to  stabilize  thes^ 
prices  and  average  them  through  the  year,  have  they  hot? 

Mr.  Earle.  That  is  exactly  what  they  have  done.  They  claim  to 
have  done  that. 

The  Chairman.  So  when  you  say  you  have  reduced  the  price  now, 
ih  does  not  mean  anything,  because  you  have  also  elevated  the  price  a 
little  later  on  ? 
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Mr.  Earlk.  No;  but  that  is  where  you  have  totally  misconceived 
the  whole  thing. 

The  Chairman.  I  do  not  think  I  have  misconcieved  the  whole 
thing. 

Mr.  Earle.  That  is  what  Mr.  Spreckels  wanted.    He  wanted  a 

ftiaranteed  price,  but  they  turned  him  down.  They  said,  *'No,  sir. 
f  this  thing  goes  down,  you  have  got  to  come  down  with  it." 

The  Chairman.  Oh,  yes;  but  we  know  how  much  chance  there  is 
for  it  to  go  down  when  all  the  refiners  pay  exactly  the  same  price 
for  their  sugar,  and  when  they  are  permitted  to  make  the  same  price 
at  retail,  and  when  they  are  compelled  to  make  the  same  price,  prac- 
tically, by  the  agreement  that  fixes  the  price  on  beet  sugars. 

Mr.  Earle.  Senator,  I  have  been  dealing  with  Mr.  Hoover  and  Mr. 
Rolph,  and  I  will  stake  my  reputation  as  a  prophet  that  it  will  come 
down  whenever  they  can  put  it  down. 

The  Chairman.  How  can  it  come  down  when  they  have  entered 
into  a  solemn  agreement  with  the  beet-sugar  producers  by  which  they 
are  to  charge  a  specified  price?  How  can  that  sugar  be  marketed  in 
the  country  with  the  other  sugar  coming  below  that  level? 

Mr.  Earle.  May  I  explain  that  to  you  ? 

The  Chairman.  You  can  if  there  is  any  explanation  needed. 

Mr.  Earle.  I  have  nothing  to  do  with  the  beet-sugar  matter,  and 
I  do  not  know  anything  about  it ;  but  I  know  that  Mr.  Bolph  served 
notice  on  us  that  he  would  not  allow  us  to  have  a  $1.30  split  a  moment 
longer  than  it  appeared  fair  on  the  returns,  and  we  entered  into  the 
agreement  with  tnat  understanding;  and  I  will  stake  my  life  on  it 
with  anybody  against  any  reasonable  sum  that  if  an  85-cent  split 
vfould  make  money  for  us,  he  would  not  let  us  for  one  minute  have  a 
$1.30  split. 

The  Chairman.  You  think  he  would  reduce  it? 

Mr.  Earle.  I  know  he  would.    He  has  told  us  he  would, 

The  Chairman.  How  can  the  price  of  cane  sugar,  which  sells  in 
the  market  constantly  in  competition  with  beet  sugar,  be  very  much 
reduced  and  a  market  still  left  for  the  beet  sugar  when  there  has  been 
a  fixed  price  arranged  for  the  beet  sugar? 

Mr.  Earle.  I  think  that  is  very  easy  of  explanation. 

The  Chairman.  I  wish  you  would  explain  it. 

Senator  Jones.  I  should  like  to  ask  the  chairman  if  it  appears  in 
the  record  that  a  price  has  been  fixed  for  beet  sugar.  My  understand- 
ing is  that  the  price  of  beet  sugar  which  we  have  been  discussing  was 
a  maximum  price  only. 

The  Chairman.  I  do  not  think  so.  I  think  it  is  one  price:  but  we 
perhaps  need  not  discuss  it.    I  am  merely  arguing  the  question  here. 

Senator  Vardaman.  Before  you  get  away  from  this  question  of 
the  differential  which  you  are  permitted  to  charge,  if  my  memory  is 
correct,  I  think  Mr.  Hoover  stated  that  the  President  directed  that 
the  refiners  be  allowed  the  profits  for  refining  sugar  that  they  enjoyed 
before  this  matter  was  taken  in  hand  by  the  Government. 

Mr.  Earle.  I  laaow  nothing  of  that. 

Senator  Vardaman.  Well,  I  think  he  stated  that. 

Mr.  Earle.  I  am  not  contradicting  you.    I  simply  do  not  know. 

Senator  Vardaman.  That  was  in  answer  to  the  suggestion  that  you 
made  that  the  moment  the  administration  finds  that  you  are  making 
too  much  money  the  differential  will  be  reduced.    Mr.  Hoover  stated 
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that  they  were  dii'ected  to  fix  this  price  at  a  figure  guaranteeing  you 
the  profits  that  you  enjoyed  before  this  matter  was  taken  over  by 
the  Government. 

Mr.  Earle.  They  have  absolutely  refused  to  do  that.  They  were 
asked  to  do  it.    I  do  not  know  what  the  President  said  to  Mr.  Hoover. 

Senator  Vardaman.  You  remember  that  Mr.  Hoover  gave  the 
items  of  expense  making  up  the  $1.30. 

Mr.  Earle.  I  did  not  near  Mr.  Hoover. 

Senator  Vardaman.  He  stated  that  the  expense  of  refining  had 
gone  up  the  difference  between  85  cents  and  $1.30. 

Mr.  Earle.  There  is  no  question  about  that  It  has  gone  up  tremen- 
dously. 

Senator  Vardaman.  It  seems  that  it  is  the  purpose  to  guarantee 
to  the  refiners  their  normal  profits,  or  the  profits  that  they  enjoyed 
in  those  fat  years  preceding  the  taking  in  hand  by  the  Government 

Mr.  Earle.  All  I  can  say,  Senator,  is  that  that  was  strongly  con- 
tended for  by  Mr.  Spil'eckels,  and  was  as  emphatically  declined.  Now, 
if  the  President  had  any  conversations  with  Mr.  Hoover,  I  know 
nothing  about  that. 

Senator  Vardaman.  I  do  not  know  what  the  President  said  to  Mr. 
Hoover.    I  only  know  what  Mr.  Hoover  testified  to. 

The  Chairman.  Let  me  say  that  this  committee  is  not  being  guided 
by  Mr.  Spreckels. 

Mr.  Earle.  Of  course  not. 

The  Chairman.  JTt  does  not  care  any  more  about  what  Mr.  Spreck- 
els wants  than  it  cares  what  you  want  or  what  Mr.  Rolph  wants,  or 
what  Mr.  Babst  wants.  You  can  not  justify  a  wrong  thing  here  by 
saying  that  Mr.  Spreckels  wanted  it  any  more  than  Mr.  Spreckels 
could  justify  a  wrong  thing  by  saying  that  you  wanted  it. 

Mr.  Earle.  No. 

The  Chairman.  What  we  want  is  the  facts,  not  what  Mr.  Spreckels 
asked. 

Mr.  Earle.  Now.  wait  a  minute,  Senator. 

The  Chairman.  I  am  saying  that  pleasantly. 

Mr.  Earle.  I  was  not  referring  to  Mr.  Spreckels  in  that  sense. 
I  said  that  he  asked  that,  and  it  was  declined,  and  I  said  that  m 
answer  to  your  question  as  to  whether  it  had  not  been  done.  I  was 
giving  you  facts. 

Senator  Vardaman.  Mr.  Earle,  responding  to  a  question  by  Sen- 
ator Reed  as  to  what  the  refiners  would  have  done^  if  they  had  not 
been  limited  in  their  charges  by  the  Food  Administrator,  you  are 
really  of  the  opinion  that  the  refiners  \\ould  not  have  abused  the 
opportunities  for  higher  prices  if  this  restriction  had  not  been  on 
them? 

Mr.  Earle.  I  am  of  the  opinion  that  they  would  not 

Senator  Vardaman.  In  other  words,  to  paraphrase  the  language 
of  Robert  Bums,  "the  fear  o'  Hoover"  was  not  "the  hangman's 
whip  "  to  hold  the  sugar  refiner  in  order  to  prevent  him  from  abusing 
the  power  he  might  have  in  levying  tribute  upon  the  consumer? 

Mr.  Earle.  I  think  you  would  have  had,  maybe,  from  the  refiners^- 
I  am  not  stating  that  the  public  would  have  gotten  that — ^you  did 
have  a  9J-cents  market.  I  am  sure  it  would  not  nave  been  lower  than 
that.  Now,  you  have  a  7.10-cents  market.  That  is  exactly  what  I 
think  he  has  done,  and  maybe  plus  a  little.    Maybe  it  would  have 
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5;one  a  little  above  9}  cents.  But  then,  Senator,  you  must  not  over- 
ook  the  fact  that  these  gentlemen  in  foreign  countries  who  do  not 
care  anything  about  it  would  have  run  away  from  it,  and  you  would 
have  had  to  pay  whatevei^  additional  raws  cost  us. 

Senator  Vardaman.  I  just  wanted  to  know  your  opinion. 

Mr.  Earle.  I  know ;  1  understand  that. 

The  Chairman.  Have  any  of  the  members  of  the  committee  any 
further  questions  to  ask?  (A  pause.)  1  think  that  is  all,  Mr.  Earle. 
We  are  very  much  obliged  to  you. 

Mr.  Earub.  I  appreciate  your  courtesy,  gentlemen. 

The  Chairman.  We  may  want  all  of  you  back;  I  do  not  know 
about  that.  We  are  going  into  the  coal  question  now,  because  that  is 
acute,  and  something  has  to  be  done  about  it. 

We  are  going  to  resume  these  hearings  in  the  Manufactures  Com- 
mittee room,  over  on  the  gallery  floor  of  the  Senate,  because  we  want 
to  be  near  the  Senate  Chamber.  There  is  room  enou^  there  now. 
Perhaps  the  hearing  will  be  held  in  the  Indian  Affairs  Committee 
room,  out  that  is  next  door. 

(Thereupon,  at  12.20  o'clock  p.  m.,  the  subcommittee  took  a  recess 
until  2.30  o'clock  p.  m.) 
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FBIDAY,  DSCBXBEB  88,  1917. 

Dt^ited  States  S(BirATE, 
Subcommittee  of  the  CSommittee  on  Manufactdheb^ 

Washinfftafij  D.  C. 

The  subcommittee  met  at  10.30  o'ctock  a.  m.,  Senator  James  K. 
Vardaman  presiding. 

Present :  Senators  Vardaman,.  Jones,  Lodge^  and  Kenyon.  Senator 
Reed  (chairman),  assumed  the  chair  feter. 

Senator  Vardaman.  The  committee  will  come  to  order.  I  have 
here  a  letter  received  by  the  committee  from  Judge  Lindley,  chief 
counsel  of  the  United  States  Food  Administration,  which  reads  as 
follows : 

Decembrr  2S,  1917. 
H^on  JAidncs  Rerd, 

Chairman  Senate  Committee  an  ilamifactures. 

Gentlemen  :  Mr.  Hoover  was  called  to  New  York  Ctty  late  yesterday  after- 
noon ta  attend  an  extremely  important  conte'ence  on  the  tonnage  situation.  It 
has  been  stated  in  the  public  press  that  he  was  expected  to  appear  before  your 
committee  this  morning.  On  being  advised  yesterday  afternoon  of  the  necessity 
for  Mr.  Hoover's  departure  I  visited  the  Capitol  for  the  purpose  of  advising  the 
committee,  and  then  learned  that  it  had  adjourned  to  attend  the  fttneral  of 
Senator  Newlaods;  Mr.  Hooveir  will  return  to>  Washington  early  during  the 
coming  week.  It  on  his  return,  the  committee  desires  to  hear  further  from 
him«  he  will  be  pleased  to  attend,  if  you  will  kindly  indicate  the  time. 
Sincerely,  yours, 

CXTBTIS  H.  LZNnLET, 

Chief  CottfWtfi,  United  States  Food  Administration, 

When  the  Fubcommittee  adjourned  on  Saturday  last,  Mr.  Hoover 
was  notified  <  hat  he  would  be  expected  to  testify  to-day,  and  I  do  not 
think  the  information  he  received  was  through  the  newspapers  ex- 
clusively. He  was  notified  by  vou,  was  he  not,  Mr.  Hunt,  that  he 
would  be  expected  to  testify  to-day? 

The  Clerk  or  the  Commtttee.  No;  he  was  notified  by  the  chair- 
man of  the  committee  when  the  committee  adjourned  on  Saturday 
that  he  would  be  expected  to  appear  to-day. 

Senator  Vardaman.  Has  any  direct  communication  been  had? 

The  Clerk  or  the  CoMMrrrEE.  No  subpoena  has  been  issued. 
There  have  been  several  letters  passed  back  and  forth  by  the  com- 
mittee. 

Senator  Kenton.  Senator  Vardaman,  I  think  you  ought  to  say 
that  Mr.  Hoover's  personal  representative,  Mr.  Ellis,  was  here  when 
the  committee  adjourned  yesterday  evening. 

Senator  Vardaman.  Yes;  that  was  my  understanding. 

Senator  Kenton.  And  was*  notified  that  Mr.  Hoover  was  expected 
to  be  here 
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Senator  Vakdama>\  Of  course,  I  could  not  say  that  Mr.  Ellis  coi.- 
veyed  this  word  to  Mr.  Hoover. 

^  Senator  Kenyon.  Mr.  Ellis  was  here  as  Mr.  Hoover's  representa- 
tive. 

Senator  Vardaman.  I  know  I  heard  Senator  Reed  say — ^he  spoke 
to  some  one;  I  do  not  know  the  fiame  of  the  gentleman,  but  it  was  un- 
derstood that  it  was  entirely  agreeable  with  Mr.  Hoover  that  the 
matter  go  over  until  Friday — to-day.  We  are  very  sorry  that  he  is 
not  here  to  illuminate  this  question  with  his  testimony. 

Senator  Kenton.  Will  you  turn  to  the  coal  inquiry  now,  Mr. 
Chairman? 

Senator  Vardaman.  Yes:  we  will  proceed  with  the  testimony  of 
Mr.  Colver. 

(At  this  point  Mr.  T.  A.  Ellis  entered  the  committee  room.) 

Senator  Vardaman.  Mr.  Ellis,  will  you  make  a  statement,  pleased 

Mr.  Ellis.  Yes,  sir. 

TESTmOFZ  OF  T.  A.  ELUS. 

(The  witness  was  sworn  by  the  chairman.) 

Senator  Vardaman.  What  is  your  avocation  or  business  herei 

Mr.  Ellis.  I  am  connected  with  the  United  States  Food  Adminis- 
tration. 

Senator  Vardaman.  Were  you  present  the  day  the  conmiittee  an- 
nounced that  Mr.  Hoover  would  be  heard  on  Friday,  to-day? 

Mr.  Ellis.  Yes,  sir. 

Senator  Vardaman.  Did  Senator  Reed  make  that  statement  to 
you? 

Mr.  Ellis.  He  said  that  Mr.  Hoover  would  be  heard  on  Friday 
morning;  yes,  sir. 

Senator  Vardaman.  He  asked  you,  did  he  not,  whether  it  was  en- 
tirely agreeable  to  Mr.  Hoover  that  he  be  heard  to-day? 

Mr.  Ellis.  Well,  I  did  not  understand  it  that  way ;  but  he  asked  roe 
if  I  would  notify  Mr.  Hoover,  which  I  did. 

Senator  Vardaman.  You  did  notify  him? 

Mr.  Ellis.  Yes. 

Senator  Vardaman.  Then,  Mr.  Hoover  had  information  that  the 
committee  wanted  to  confer  with  him,  other  than  that  receivfJ 
through  the  newspapers? 

Mr.  Ellis.  I  assume  so ;  yes,  sir. 

Senator  Vardaman.  Well,  you  told  him? 

Mr.  Ellis.  Yes,  sir. 

Senator  Vardaman.  That  the  committee  had  adjourned  its  hearings 
on  the  sugar  question  until  to-day? 

Mr.  Ellis.  I  called  up  his  secretary,  to  be  exact,  at  that  time,  and 
told  him  the  action  of  the  committee. 

Senator  Vardaman.  You  had  authority  to  speak  for  Mr.  Hoover 
that  day,  did  you  not  ? 

Mr.  Ellis.  Well,  no ;  I  do  not  assume  any  authority,  ever,  to  speak 
for  Mr.  Hoover. 

Senator  Vardaman.  Did  not  Senator  Heed  ask  you  if  you  would? 

Mr.  Ellis.  He  asked  me  if  I  represented  him  here,  and  I  said  I  did. 

Senator  Vardaman.  You  did  ? 

Mr.  Ellis.  Yes,  sir. 
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Senator  Vardamak.  And  you  told  Senator  Reed  that  it  was  en- 
tirely affreeable  to  Mr.  Hoover  to  come  here  and  be  heard  to-day  ? 

Mr.  Ellis.  No.  I  would  not  assume  any  such  authority.  I  told 
him  that  I  would  tell  Mr.  Hoover  what  he  said. 

Senator  Vardaman.  And  you  did  tell  him? 

Mr.  Ellis.  I  told  Mr.  Hoover's  private  secretary  over  the  phone 
within  10  minutes. 

Senator  Vakdaman.  Are  there  any  other  questions  you  want  to 
askf 

Senator  Lodoe.  No. 

Senator  Vabdaman.  That  is  all. 

(The  subconunittee  then  proceeded  to  hear  a  witness  upon  the  sub- 
ject  of  coal  until  1.45  o'clock  p.  m.,  when  a  recess  was  taken  until 
8  o'clock  p.  m.) 

AFTER  RECESS. 

At  the  expiration  of  the  recess,  the  subcommittee  resumed  its  ses- 
sion, Senator  James  A.  Keed  presiding. 

Present,  Senator  Reed  •(chairman),  Vardaman,  Jones  of  New 
Mexico,  Lodge,  and  Kenyon. 

The  Chairman.  There  is  a  statement  that  I  think  ought  to  be  made, 
because  a  statement  has  been  sent  broadcast  over  the  country  that 
Mr.  Hoover  has  been  denied  a  hearing  before  this  committee,  and  that 
he  had  to  get  the  President's  assistance  in  order  to  get  his  statement 
before  the  country.  Ordinarily,  I  do  not  believe  much  in  following 
up  everything  that  appears  in  the  pre«s,  but  I  am  going  to  ask  the 
press  to  print  the  substance  of  what  I  am  about  to  say. 

This  hearing  was  begun  in  accordance  with  a  resolution  that  was 
introduced  by  Senator  L«odge  on  his  own  motion  and  passed  by  the 
Senate,  commanding  the  committee  to  investigate  the  question  of  the 
shortage  of  fuel  and  sugar.  The  committee  was  assembled  promptly, 
and  a  subcommittee  appointed.  The  subcommittee  did  not  have  in 
its  possession  any  real  information  touching  the  subject  matters  of 
inquiry.  It  was  suggested  that  a  letter  be  written  to  Mr.  Hoover 
asking  him  to  furnish  the  committee  with  the  names  of  witnesses  who 
could  throw  light  upon  the  sugar  question.  That  letter  was  written 
and  promptly  sent.  In  the  meantime,  as  it  was  known  that  a  large 
numoer  of  the  sugar  men  were  connected  with  Mr.  Hoover's  adminis- 
tration, it  was  expected  that  those  names  would  be  sent  over  by  Mr. 
Hoover ;  and  they  were  sent,  as  the  record  shows. 

Mr.  Spreckels's  name  was  suggested  as  a  large  sugar  refiner,  and 
he  and  several  other  men  were  summoned,  practically  at  random,  to 
come  to  Washington — any  man  that  we  were  informed  would  know 
something  about  the  case.  Mr.  Spreckels  was  put  on  the  stand  be- 
cause he  Iiappened  to  be  the  first  witness  appearing.  I  know  that 
for  myself  I  never  met  Mr.  Spreckols  in  my  life  until  he  came  here  to 
testify.  I  do  not  know  whether  the  other  members  of  the  committee 
had  or  not.  Mr.  Hoover's  attorney  appeared  and  asked  to  cross- 
examine,  and  the  committee,  following  its  usual  rule,  declined  to 
permit  formal  cross-examination,  but  stated  that  Judge  Lindley  was 
at  liberty  to  propound  any  questions  he  desired,  that  were  of  a  proper 
character,  through  any  member  of  the  committee,  and  he  availed  him- 
self of  that  privilege. 
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We  received  promptly  from  Mr.  Hoover  the  names  of  #the  persons 
tiC  thought  would  be  of  tissistance.  We  proceeded  with  .Mr.  Spreckels, 
i  lie  first  witness.  He  might  be  called,  I  imagine  from  the.  oiaracter 
of  his  testimony — although  I  did  not  know  what  it  would  be-^aii 
flilverse  witness,  or  a  witness  who  criticized  the  Food  Administration. 
There  were  a  number  of  other  witnesses  here  who,  we  understood, 
stood  prepared  to  give  similar  testimony ;  but  because  Mr.  Babst,  one 
of  the  men  sent  to  the  committee  by  Mr.  Hoover,  asked  for  an  imme- 
diate hcarinff,  the  committee  broke  in  on  the  procedure  it  probably 
would  have  followed  and  had  Mr.  Babst  testify  at  length,  and  per- 
mitted Mr.  Babst's  attorney  to  suggest  questions,  and  permitted  Mr. 
Babgt  to  make  independent  statements.  He  certainly  was  a  witnea- 
friendly  to  the  Food  Administration  and  to  Mr.  Hoover. 

The  committee  then  heard  Mr.  Rolph,  the  man  selected  by  Mr. 
Hoover  to  be  the  head  of  the  sugar  committee,  and  heard  him  at 
length.  So  that  there  were  two  witnesses  heard  on  behalf  of  the 
Food  Administration  to  one  who  might  be  said  to  be  a  witness  of 
criticism. 

That  brought  us  up  to  last  Saturday  u/orning,  when  we  had  stated 
we  would  hear  Mr.  Hoover.  It  was  known  that  the  conmiittee  wotilil 
.  adjourn  that  evening  at  about  5  o'clock.  We  intended  to  go  ahead 
with  Mr.  Hoover,  but  there  appeared  on  the  scene  in  Washin<rton  a 
large  number  of  sugar-beet  growers  and  their  representatives.  Thev 
came  from  California,  and  IJtah,  and  Montana,  and  Colorado,  and 
Nebraska,  and,  I  think,  one  or  two  other  States.  It  was  represente<l 
to  us  that  they  were  here  at  great  inconvenience ;  that  they  had  not 
come  on  purpose  to  testify,  they  were  here  on  other  business,  but  that 
they  Wanted  to  get  home.  We  thought  it  would  be  an  act  ox  common 
decency  to  hear  them  if  possible,  if  it  was  agreeable  to  Mr.  Hoover  to 
postpone  his  testimony.  After  con^ltation,  at  the  suggestion  of  the 
conamittee  I  spoke  to  Mr.  Hoover's  representative,  Mr.  Ellis,  and 
asked  him  if  it  would  be  entirely  agreeable  to  Mr.  Hoover  to  give 
his  testimony  to-day  upon  the  rec<Mivening  of  the  conmiittee,  and 
said  to  him  that  if  we  started  with  Mr.  Hoovei-  at  the  hour  we  had 
then  reached  in  that  day  he  probably  would  not  be  able  to  complete 
his  testimony,  it  would  break  his  testimony  in  two  parts;  and  al>o 
that  we  would  be  glad  to  furnish  Mr.  Hoover  with  a  copy  of  all  tbt' 
testimonv  that  had  been  taken,  so  that  when  the  committee  recon- 
vened  to-day  he  could  have  it  all  before  him  and  be  prepared  to  reply 
to  anything  he  thought  he  wanted  to  reply  to,  and  he  has  been  fur- 
nished the  testimony.  This  morning  Mr.  Hoover's  attorney  stated 
that  Mr.  Hoover  had  been  called  out  of  town  on  important  fcusine^*^. 
Of  course,  the  committee  recognizes  the  fact  that  it  is  pr(*ably  quite 
necessary  for  Mr.  Hoover  to  be  away,  and  is  willing  to  accommodate 
itself  as  far  as  possible  to  any  important  engagements  he  may  have, 
but  we  have  sent  him  word  requesting  him  to  be  here  on  Wednes<l:iy. 

So  far  f rwn  the  committee  having  denied  Mr.  Hoover's  side,  or  tlio 
food  control,  a  hearing,  as  I  have  stated,  we  put  on  two  leading  men 
that  Mr.  Hoover  had  himself  selected  to  conduct  the  sugar  control: 
and  when  we  continued  the  hearing  over  until  Friday  we  did  it  with 
the  full  approbation  and  consent  of  Mr.  Hoover's  representative.  I 
understand  that  he  stated  this  morning  on  the  witness  stand  that  ho 
did  not  remember  havinfij  said  it  would  be  entirely  agreeable,  or 
words  to  that  effect ;  but  I  say  that  he  did  say  it,  and  he  said  it  in  a 
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? perfectly  pleasant  and  agreeable  manner,  and  there  is  not  any  ropm 
or  doubt  about  it.    There  is  room  for  f orgetf ulness  if  a  man's  recol- 
lection is  exceedingly  poor,  but  not  otherwise. 

That  is  all  there  is  to' it.    I  thought  that  ought  to  be  said. 
(The  committee  thereupon  proceeded  to  hear  further  the  witness 
Snead  on  the  subject  of  coal  until  Mr.  T.  A.  Ellis  entered  the 
committee  room.    He  was  again  called  to.  the  witness  stand  and  th^ 
following  occurred:) 

FUBTHEB  TESTIUONT  OF  T.  A.  ELLIS. 

(The  witness' had  been  heretofore  duly  sworn.) 

The  Chairman.  Mr.  Ellis,  you  recall  having  had  a  conversation 
with  me  the  last  day  the  committee  was  in  session  about  Mr.  Hoover 
not  testifying  until  to-day  t 

Mr.  Ellis.  I  do ;  yes.  sir. 

The  Chairman.  Did  you  remain  in  the  room?  We  had  the  con- 
versation at  the  head  of  the  table.  Did  you  remain  in  the  room  for 
:8ome  time  ? 

Mr.  Ellis.  Well,  I  was  there  most  of  that  day,  Senator  Reed. 

The  Chairman.  Then,  Mr.  Ellis,  you  heard  me,  immediately  after 
that  conversation,  make  a  statement  about  why  Mr.  Hoover  would 
not  be  called,  did  you  not  ? 

Mr.  Ellis.  Yes,  sir. 

Tlie  Chairman.  I  understand  that  this  morning  you  could  not 
remember  whether  you  had  said  to  me  that  it  would  be  agreeable 
to  have  Mr.  Hoover's  examination  put  over  until  to-day.  In  order 
to  refresh  your  recollection,  I  want  to^  read  you  from  the  record  this 
statement,  which  I  made  to  tho  committee  immediateljr  after  tallring 
with  you  and  while  you  were  there,  as  you  now  admit: 

The  Chairman.  This  statement  ouglit  to  be  made:  This  morning  the  com- 
mittee was  necessarily  a  few  minutes  late  in  assembling,  and  we  were  con- 
fronted with  the  fact  that  there  were  a  large  number  of  witnesses  here  from 
California  who  could  stay  only  at  great  personal  inconvenience;  and  as  the 
-committee  Intended  to  adjourn  the  hearings  shortly  after  5  o'clock  this  evening 
until  next  Friday,  we  felt  that  it  would  be  a  great  hardship  to  ask  the  Cali- 
fornia and  Colorado  and  Nebraska  and  Utah  and  Wyoming  people,  all  of  whom 
were  here  on  the  same  mission,  to  remain,  and  therefore  it  was  sujrgested  to 
postpone  hearing  Mr.  Hoover  until  next  Friday  morning. 

I  incjuired  if  there  was  a  representative  of  Mr.  Hoover  In  the  room,  and  a 
gentleman  from  Mr.  Hoover's  office  said  he  represented  him,  and  I  stated  the 
facts  to  him,  and  further  that  the  committee  would  give  Mr.  Hoover  the  right 
of  wny  next  Friday  morning,  and  would  furnish  him  with  a  copy  of  the  testi- 
mony if  it  could  be  printed  by  that  time,  and  asked  him  if  the  adjournment 
would  be  agreeable,  and  he  replied  in  substance  that  it  would  be  entirely  so; 
and  that  Is  the  reason  that  the  testimony  of  Mr.  Hoover  has  not  been  offered 
at  this  time. 

Does  that  serve  to  refresh  your  recollection  ? 

Mr.  Elxjs.  Well,  I  do  not  know,  Senator  Beed,  that — I  suppose 
that  I  heard  the  statement.  I  went  immediately  into  the  room  ad- 
joining the  committee  and  called  up  Mr.  Hoover's  office,  and  got  his 
private  secretary  on  the  phone,  ana  told  him  the  action  of  the  com- 
mittee. 

The  Chairman.  You  heard  me  make  that  statement;  you  stood 
right  there  in  the  room,  did  you  not? 

Mr.  Ellis.  Possibly.  I  do  not  know  that  I  did. 
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(The  witness  was  asked  to  repeat  the  last  sentence  of  his  answer.) 
Mr.  Ellis.  I  do  not  know  whether  I  heard  the  statement,  bat  I  was 

around  the  room  all  day. 

(The  subcommittee  thereupon  proceeded  with  the  hearing  of  the 

witness  Snead  upon  the  subject  of  coal  until  5.35  o'clock  p.  m.,  when 

an  adjournment  was  taken  until  to-morrow,  Saturday,  December  29, 

1917,  at  10.80  o'clock  a.  m.) 


(By  order  of  the  committee  the  following  communications  and 
documents  received  by  the  committee  are  printed  as  part  of  the  hear- 
ing herewith : ) 

Boston,  January  S,  19 IS. 
Hon.  Hknry  Cabot  Ix)doe, 

Washington,  D.  C: 

Mt  Dear  Sik:  In  1915-lG  we,  as  brokers  for  the  beet  sugar  refiners  of  the 
West,  sold  several  hundred  cars  of  beet  sugar  in  the  New  England  market,  In- 
tro<luc!ng  the  same  at  much  labor  and  expense,  thereby  compelling  the  cane 
Hu^ar  refiners  to  materially  reiluce  their  price  to  the  consumer. 

In  October,  1917,  we  received  Instructions  to  notify  the  publi(|  through  the 
prc»ss  that  the  sugar  distributing  committee  of  Chicago  would  come  to  the  relief 
of  New  England  In  the  sugar  famine,  and  were  instructed  to  make  sales  of  beet 
Kugars  at  7i  cents  per  pound,  the  cane  sugar  refiners*  price  being  8  cents  and 
over,  and  increasing  rapidly. . 

Thus  authorized,  we  sold  several  hundred  cars  of  beet  sugar,  which  orders 
were  held  in  Chicago  for  a  numb€»r  of  weeks  without  shipment,  though  duiing 
this  time  we  and  the  trade  were  daily  expecting  receipt  of  the  goods. 

Finally  we  were  notified  that  tliese  orders,  not  having  been  accepted,  were 
<'anceleil,  and  instructed  to  advise  our  trade  accordingly  that  the  distribution 
of  this  sugar  was  turned  over  to  the  American  Kefiuers'  committee.  111  Wail 
Street,  New  York,  for  distribution ;  this,  without  any  consideration  given  to  our 
interest  or  that  of  the  trade,  after  causing  us  to  spend  large  sums  of  money 
telegi'aphing  our  orders,  and  expenses  in  soliciting  this  business  from  the 
wholesale  grocery  trade. 

We  have  signed  the  attached  petition,  being  the  only  beet  sugar  brokers  in 
Boston;  hu^  we  are  told  the  wholesale  grocers*  association  do  not  deem  it  ex- 
pedient to  sign  a  similar  petition  for  fear  of  affecting  their  interests  with  the 
"  powers  that  be,"  who  now  have  the  monopoly  of  sugar  distribution  in  New 
England,  namely  the  American  Sugar  Refinery  Co.,  whose  influence  Is  so  pro- 
nounced that  all  the  interests  and  riglits  of  merchants  like  ourselves  and  our 
customers  are  simply  Ignored,  and  the  obligations  of  the  food  committee  in  our 
particular  case  (and  undoubtedly  of  many  others  beside)  appear  not  to  have 
l)een  considered  with  any  sense  of  equity  or  Justice. 

We  know  that  you  are  actively  Investigating  this  situation,  and  think  likely 
the  injustice  done  to  New  England  merchants  may  be  of  interest  to  you. 
^   We  shall  be  glad  to  give  you  further  particulars  if  you  so  desire. 
Yours,  very  truly, 

Geo.  Wm.  Bentlky  Co., 
Gf:o.  W.  Bentley,  President. 


Manageu*s  Instructions  Special  D. 

Chicago,  Ovtober  13,  1017. 
To  jobbern,  manufacturers,  and  brokers: 

We  inclose  copies  of  agreement  between  the  Unite<l  States  Food  Administra- 
tion and  beet-sugar  producers  and  the  rules  and  regulations  adopted  by  this 

rommlttec. 

(The  term  **  principals"  used  in  this  letter  means  bei't-sugar  prcnlucers  or 
tlieir  general  sales  agents.) 

We  will  use  only  regular  channels  heretofore  employeil  in  distributing  beet 
sugar ;  all  orders  must  be  entered  with  principals ;  all  subsequent  correspond- 
ence in  c<mnection  therewith,  Including  Information  as  to  movement  of  cars 
or  any  other  feature,  must  be  handletl  between  jmrchasers,  brokei-s,  and  prin- 
cipals^ In  the  same  manner  as  heretofore ;  all  orders  will  be  entered  sul>jo(»t  to 
the  rules  and  regulations  referred  to  herein  and  later  additions  or  <*hange.s. 
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I*rinelpal8  will  reijort  nil  orders  to  us.  and  we  will  allot  each  order  approved 
by  us  to  the  producer  best  able  to  make  delivery  under  the  purpose  of  tliis 
committee;  we  will  notify  accordingly  the  producer  to  whom  the  onler  is 
allotted  and  the  principal  who  reports  the  order  to  us;  said  principal  will  In 
turn  notify  buyer  or  broker  from  what  source  delivery  may  be  expected. 

This  committee  will  be  compelled  to  refuse  to  handle  any  matters  with 
anyone  other  than  producers  or  general  sales  agents. 

We  are  instructed  by  the  .United  States  Food  Administration  to  notify  all 
as  follows: 

"  The  distributing  trade  will  be  licensed  within  a  few  days  and  a  statement 
of  all  sugar  transactions  carried  out  by  them  during  30  days  prior  to  appli- 
cation for  license  will  be  demanded  when  making  application  for  license,  and 
any  overcharges  will  have  an  important  bearing  on  the  Issuance  of  such  licenses 
to  such  persons.'* 

To  assist  this  committee  in  its  plan  for  proper  and  economical  distributioD 
of  beet  sugar,  enabling  the  United  States  to  supply  needs  of  its  allies,  we 
ask  your  cooperation  in  a  loyal  and  unselfish  spirit  toward  overcoming  diff)* 
cultles  which  may  be  met. 

Food  Administbation  Suoab  DiaTRiBurmo  CoMifrrrRK. 
By  Horace  C.  Eartjs,  Manager, 


Manager's  Instructions  No.  6. 

Chicago,  October  IS,  l^ll. 

Owing  to  extremely  late  beet  crop  operations  In  all  beet-sugar  producing 
sections,  transportation  conditions  dilHcult  beyond  parallel  in  this  country,  and 
exhaustion  of  cane  stocks  through  the  efforts  of  America  to  furnish  her  allies, 
especially  France,  with  most  urgently  needed  supplies,  an  acute  scarcity  exists 
throughout  this  country. 

Every  conceivable  effort  will  be  made  to  relieve  this  condition,  but  supplies 
will  inevitably  continue  inadequate  for  several  weeks,  and  every  section  should 
willingly  accept  its  portion  of  this  "  war  "  burden. 

There  should  be  no  "  scramble  "  for  competitive  advantage,  and  we  earnestly 
hope  and  foel  sure  it  will  be  unnecessary  for  this  committee  to  take  cognizance 
of  any  such  movement. 

Producers  are  instructed  to  serve  all  sections  alike,  and  purchasers  and 
brokers  are  instructed  to  enter  orders  for  only  ten  days'  requirements,  except 
when  necessity  of  purchasing  in  car  lots  compels  violation  of  this  rule. 

Food  Administration  Sugar  Distributing  Committee. 
By  Horace  C.  Earle,  Manager. 


Chicago,  October  IS.  t9n. 
To  brokvra: 

You  are  inytruoted  to  refrain  from  >iollcltlng  or  accepting  orders  from  the 
trade  to  bo  submitted  to  beet  sugar  principals  until  specifically  authorlwnl  to 
do  so  by  your  principals. 

Ftx)D  Administration  Sugar  l>isTRiBnrNc;  Committee. 
Bv  HoiiACF  C.  Eart.e.  Manager. 

!  '  ' 

Chica(k».  fU'tobfT  /5.  fun. 
To  distant  eaairrn  ami  southern  n  preHentotiren. 

Oenti.emen  :  As  a  inattHr  of  advance  information  to  y*)u,  we  inch»st*  o>pirt< 
of  matter  mailed  October  13  by  the  Food  Administration  sugjir  <listributinp 
committee  to  the  trade  and  brokers  in  the  near-by  eastern  territory.  We  sent 
you  a  copy  of  the  committee's  rules  and  regulations  with  our  Circular  No.  189. 
Ilatcxl  October  8. 

We  repeat,  '*  We  do  not  kn^iw  yet  to  wliat  extent,  if  any,  lieet  sugar  may  be 
offered  this  season  in  distant  territories,  i.  e.,  ea.st  of  Buffuio  and  Pittsburgh, 
south  of  the  Ohio  River  and  Memphis  east,  and  will  be  unable  to  Intelligently 
nn.swer  any  inquiries  on  this  subject  pending  the  receipt  in  due  course  of  ad- 
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vices  and  Uis^tructlons  from  the  Food  Admlni»tratioii  sa^',(ir  distributing  com- 
mittee.   We  will  then  promptly  post  all  representatives  interested." 

Meanwhile  these  circulars  can  be  read  and  absorbed  by  you  as  personal  post- 
ing from  us  pending  the  later  official  action  of  the  Food  Administration  as 
regards  ofTerings  for  your  territory. 
Very  truly,  yours. 

Mktnrath  Hrokkraok  i\y 


Chu  A(io.  0('toh*r  J(K  tun. 

<8R0.  M.  BBiNTLI-rV  Co., 

Boftton,  Mans., 

Food  Administration  su^^ar-distrihutinK  couiniittee.  Chicago,  authorizes  public 
4innouncement  to  jiress  that  "beet-sugar  industry  will  come  to  rescue  of  New 
Kngland  and  North  Atlantic  States  east  of  Buffalo,  Pittsburgh,  and  north  of 
und  including  Baltimore  during  the  existing  exhaustion  of  cane  supplies. 
Shipments  will  commence  immediately  from  all  operating  beet-sugar  factories, 
-tawing  extremely  difficult  transportation  ccmdltlons,  necessary  limit  offerings 
^mly  to  manufacturers  or  Jobbing  trade  in  such  communities  as  entirely  without 
Hugar.  Furthermore,  manufacturers  of  candy,  gum,  sirup,  cordials,  and  all 
^>ther  food  luxuries  must  be  severely  restrictetl,  allowing  only  sufficient  sup- 
plies to  operate  at  greatly  reduced  capacity.  All  manufacturers  of  food  sui>- 
plles  must  have  preference  according  to  necessity  of  their  pro<luctlon  for  pub- 
I'c  ."lud  allied  needs,  condensed-milk  manufacturers  coming  flrst."  Strictly  ac- 
<:ordIng  foregoing,  offer  subject  confirmation  beet  granulated,  bags  only,  cars 
loaded  to  capacity,  specifying  carloads  instead  quantities  seven  twenty-five  basis 
sight  draft  against  bill  lading  payable  on  arrival  cars.  Shipment  in  turn  s<x)n 
possible.  Other  terms  conditions  x^r  committee's  rules  regulation  recently 
mailed  you. 

MeINBATH    BROKKRAfiK    Vo. 


Chicago,  October  22,  JiU7. 
To  rcpreaentativcs: 

One  of  the  leading  beet  producers  writes  us  as  follows : 

"  We  are  receiving  a  great  many  letters  and  telegrams  from  customers  iu- 
Kiuiring  if  their  shipments  have  gone  forward  and  if  same  have  not  been  shipiiefl 
when  they  can  expect  shipment.  I  think  it  would  be  advisable  for  you  to 
notify  all  customers  that  shipments  on  orders  filed  with  us  are  seriously  de- 
layed account  of  our  inability  to  secure  equipment  from  the  railroads.  We 
are  handling  all  shipments  in  rotation  as  they  were  received  by  us,  giving 
each  territory  a  fair  proportion,  taking  into  consideration,  of  course,  the  equij*- 
ment  furnished  us  by  the  railroad  companies.  The  manner  in  which  shipments 
will  go  out  In  the  future  will  depend  entirely  on  the  ability  of  the  railroads  to 
furnish  cars,  and  at  this  time  It  is  Impossible  for  us  to  advise  either  you  or 
our  customers  how  soon  we  can  make  shipment  of  orders  now  on  hand.  It  is 
a  useless  expense  for  both  the  customers  and  ourselves  to  keep  sen<ling  tele- 
grams, and  the  fact  that  a  customer  wires  about  shipments  does  n(»t  hasten 
delivery  in  any  way,  as  we  are  adhering  strictly  to  shipment  in  turn.  We  are 
doing  everything  possible  to  secure  cars  from  the  railroad  companies,  and  hnve 
even  taken  the  matter  up  with  the  Food  Adininlstratlon  at  Washington,  and 
the  matter  Is  now  In  the  hands  of  the  commission  on  car  servi<'e,  and  they  have 
a  representative  here  to-day  who  is  doing  all  in  his  power  to  secure  tniuip- 
ment  for  us. 

"Trust  all  your  customers  will  l»e  advised  of  these  facts  and  that  we  <'an 
report  to  you  an  improved  condition  in  the  very  near  future." 

A  similar  situation  exists  with  producers  generally  who  are  now  operating, 
and  nothing  can  be  gained  by  buyers  or  brokers  In  their  efforts  to  secure  ship- 
ments faster  than  it  is  humanly  possible  for  producers  to  make  them.  Fur- 
thermore, many  factories  have  not  yet  commenced  oi)eratlons  account  lateness 
of  season.  Please  Impress  your  trade  with  the  fact  that  under  these  condi- 
tions delays  in  deliveries  must  he  expected. 
Youi-s,  very  truly. 

Mkinrath   Hk4»kkkaok  i'o. 
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Chicago,  October  Z2,  19X7. 

BEET  BUGAB. 

To  representatives: 

The  following  circular,  dated  Chicago,  October  20,  1917,  Issued  by  the 
P.  A.  S.  D.  C,  is  self-explanatory: 

"  We  have  received  the  following  telegram  from  Washington : 
**  *  We  consider  it  essential  to  re<luce  consistently  sales  sugar  to  confectionersw 
Pro<luction  candy  must  be  reduced  in  order  to  provide  Iiousehold  nee<ls.  Tills 
request  applies  to  manufacturers  of  gums,  cordials,  sirups,  and  all  luxuries 
Manufacturers  of  food  products  should  have  preference,  condensed  milk  fiic- 
torles  coming  first. 

'  Geobge  M.  Rolph.' 

**  We  are  instructed  from  Washington  to  say  that  judgment  must  l>e  exer- 
cised very  carefully,  giving  due  consideration  to  the  employment  question  and 
great  consideration  to  the  food  question,  yet  impressing  upon  all  that  the  pro- 
duction and  consumption  of  sugar  luxuries  must  be  reduced,  due  to  the  duty  of 
this  country,  and  determination  to  meet  It,  of  supplying  France  with  her  actual 
sugar  necessities. 

•*  Any  failure  to  carry  out  this  policy  will  be  considered  n  serious  matter. 

"  Food  Administbatton  Suoab  Distbibutino  CoMMrmoE, 
**  By  Horace  C.  Eable,  Manager." 

lAXte  to-day  the  F.  A.  S.  D.  O.  announced  the  receipt  of  the  following  telegram 
from  Washington: 

"  Consider  n<lvis«ble  discontinue  selling  entirely  to  confectioners  and  gum, 
sirup  and  cordial  niuuufncturors,  and  manufacturers  of  other  similar  protlucta. 
They  will  all  probably  be  licensed  shortly  and  their  busiuess  reduced  to 
minimum." 

Please  be  governed  accordingly  in  the  handling  of  our  beet  offerings  wltb 
your  trade. 

Yours,  very  truly.  Meinbath  Bbokebage  Co. 

Chicago,  October  2S,  7.9/7. 
To  rcprcsen ta  t ircH. 

GFiXTLEikfEN :  Under  the  system  establisheil  for  handling  business  with  the 
Foml  Administration  sugar  distributing  committee,  it  is  not  practicable  for  us 
to  acknowledjie  the  receipt  of  each  order  for  beet  sogers,  and  therefore  we  ask 
you  to  take  it  for  grante<i  that  all  orders  you  send  in  have  been  received  and 
ljrouii)tly  submitte<l  by  us  t^'  the  committee  for  consideration. 

The  committee  may  hold  these  orders  a  number  of  days  before  they  advise 
us  what  disposition  h:is  been  made  of  them,  and  meanwhile  you  will  under- 
stand that  we  are  as  powerless  as  you  are  to  give  a  buyer  any  information 
regarding  confirmation,  further  than  to  say  that  his  order  has  been  submltte*] 
to  the  committee. 

As  soon  as  orders  are  reporte<l  back  to  us  by  the  commltt^.  we  will  promptly 
notify  you  of  the  dls]>osition  made  of  them,  and  meanwhile  it  will  be  useless 
lor  you  to  wire  or  telephone  in  tracing  for  faster  action  than  is  possible  imdor 
FocmI  Administration  supervision. 

There  are  a  jrreat  many  who  do  not  yet  seem  to  realize  the  great  task  imder- 
taken  by  The  Food  Administration  sugar  distributing  committee  and  who  still 
expcH't  the  ^^jime  service  from  their  brokers  as  they  received  under  the  old 
(^nler  of  things.  This  is  not  possible,  esi>ecially  now  when  a  general  sugar 
famine  exists. 

The  sugar  distributing  committee  will  give  every  order  their  attention  in  due 
eoiirse  and  treat  everybody  alike  in  the  equitable  distribution  of  the  beet  crop. 
Yours,  very  truly, 

Meinbath  Bbokebage  Co. 


Chicago,  October  22,  1917. 
George  Wm.  Bentley,  Boston,  Mass.: 

No  beet  consignments  obtainnble  for  any  territory. 

Mkikbath  Bbokebage  Co. 
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Chicago,  October  22,  1011. 
<jEx>.  W^.  Bentlet  Co.,  Boston: 

Amend  Saturday's  telegram  to  read  "committees  option  bags  barrels  mall 
buyers  preference  assortments." 

MeINKATH  BnOKERAGE  Co. 

Boston,  Mass..  October  22,  1011. 
Meinratii  Bbokerage  Co.,  ^ 

La  Salle  and  Madison  Streets,  Chicago,  III.:  w 

Ship  John  T.  Connor  Co..  Boston,  4  cors  weekly,  their  actual  present  short- 
age of  normal  requirements.  Also  consign  lO'J  cars  to  Boston.  Will  sell  and 
distribute  on  arrival  as  actual  shortage  of  trade  makes  advisable,  thereby 
eliminating  storage  or  other  expense  In  handling  such  conslguinent.  Sold 
K,  C.  Hall  Co.,  Brockton,  2  cars. 

Geo.  Wm.  Bentutt  Co. 


Boston,  Mass.,  October  22,  1011. 
Meinbath  Buokeraoe  Co., 

La  Salle  and  Madison  Streets,  Chicago,  III.: 

Sold,  Boston,  car  each  to  Ix)gan  Johnson,  Bain  Bros.,  Cobb,  Bates,  O'Keeffe, 
Gray,  Ginter,  Daggett  Co.;  2  cars  each  to  Colonial  Grocery,  Empire  Grocery, 
l-ioose- Wiles,  Saville  Somes,  Segal  Bros.,  Webster  Thomas;  3  ^-ars  each  to 
Boston  Wholesiile  Grocery,  H,  A.  Johnson;  5  cars  to  Bay  State  Grocery;  car 
each  to  Garland  Newton  (Lynn),  H.  W.  Parker  (Manchester),  J.  P.  Galllgan 
(Taunton)  ;  2  cars  to  Blake  Curtis  (Haverhill).  Sales  made  all  bags,  but 
committee  can  ship  bags  or  barrels  as  they  choose. 

Geo.  Wm.  Bentley  Co. 


Chicago,  October  23,  10  tl. 
To  representatives  in  central  and  eastern  territories: 

Gentlemen  :  W^e  are  to-day  in  receipt  of  the  following  letter,  dated  October 
22,  from  the  Food  Administration  sugar  distributing  committfee: 

*•  Please  be  ndvised  that  pending  the  distribution  of  orders  already  received 
wo  will  not  allot  for  distribution  any  orders  received  by  us  on  and  after  this 
date  until  we  further  advise  you.  Under  the  circumstances,  while  you  will 
continue  sending  your  orders  to  this  office  for  allotment  as  heretofore,  you 
will  please  refrain  confirming  any  orders  already  taken  or  that  you  may  take 
hereafter  until  you  have  received  notice  of  allotment  from  this  office." 

Wo  understand  from  the  above  that  owing  to  many  factories  not  yet  being 
In  operation  and  the  inability  of  those  now  operating  to  secure  sufficient  cars 
the  Food  Administration  sugar  distributing  committee  is  now  holding  many 
orders  recently  submtte<l  to  them,  which  they  will  gradually  pass  upon  only  as 
increasing  quantities  of  the  new  crop  sugars  become  available. 

Under  the  circumstances  it  will  be  useless  for  us  to  take  up  with  the  Food 
Administration  sugar  distributing  committee  the  matter  of  any  particular 
order  which  has  not  yet  been  allotted  by  them,  excepting  cases  of  extreme 
necessity  affecting  manufacturers  holding  Government  contracts,  the  canning 
or  preserving  of  perishable  fomls,  etc. 
Yours,  very  truly. 

Meinrath  Broker A(iK  Co. 


Boston,  Mass..  October  23,  1011. 
Meinrath  Brokerage  Co., 

La  Salle  and  Madis(/n  Streets,  Chicago,  III.: 

Sales  as  follows:  Vermont,  car  each  to  French  Al  Bean,  St.  Johnsbury ;  Bur- 
lington Grocery,  Burlington;  De  Witt  Grocery,  Brattleboro;  two  cars,  Mont- 
l^elier  Grocery.  New  Hampshire,  car  each  to  Eldrldge  Baker,  Manchester; 
0.  E.  Pinkham,  Laconia;  Holbrook  Grocery,  Woodsvllle;  Holbrook  Marshall, 
Nashua ;  Holbrook  Grocery.  Claremont ;  W.  L.  Goodnow  Co.,  Holbrook  Grocery, 
Abbott  Grocery,  Keene.  Rhode  Island,  car  each  to  Bresnahan  Grocery,  Woon- 
socket;  Newport  Paper  Grocery,  Newport;  Providence  Wholesale  Grocery,  Nar- 
ragonsett  Wholesale  Grocery,  H.  P.  Cornell,  2  cars  to  National  Wholesale 
Grocery,  all  Providence.  Maine,  car  each  to  Beckett  Co.,  Calais,  Joseph  Uabino- 
wltz,  Portland.    Massachusetts,  car  each  to  Isenberg  CJo.,  Holyoke :  K.  J.  Kelly 
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Mlddleboro ;  Hltclicock  Co.,  Wans  Berkshire  Groivry,  PIttstteUl;  M.  Kahiu 
Medford;  Dewire,  Somerville;  Swallow  Fales,  Charleslown;  Isanlic^  CiK, 
Sprlugtield;  Owens,  Brockton;  Anderson  Nelson,  Brm'kton;  Kimball  Co.,  Law 
rence;  Currier  Totld,  Lawrence;  F.  K.  Dexter.  Intlopendent  Beef  Frovision 
Lowell  Grocery,  all  Lowell;  Boston  Confectionery,  Manhattan  Grocery  Provi 
slon,  George  Close,  Russell  &  Co.,  Potter  Confectionery,  Squirrel  Brand  Co.,  Bell 
Confectionery  Co.,  all  Cambridge;  Youland  McManus,  I.  G.  Miller,  Lynn; 
Eldrldge  Baker,  Independent  WhoK'sale,  Salem ;  2  cars  each  to  r>o>minK  Taylor. 
K.  O.  »Smlth,  Wbtulesale  Gnwery,  Springtield;  North  Adams  \Vholesi;le,  Nortli 
Adams;  Korltz  (%.,  Lawrence;  Yoflfa  Co.,  Lynn;  3  cars  to  Blood  Co.,  Lynn; 
Boston,  car  each  to  Hood  &  Sons,  C.  N.  Miller.  Bay  State  Maple  Syrup 
(receiver  for  W.  &  A.  Bacon),  Haskell  Adam.s,  B.  Kuposky  Co..  S.  S.  Pierce  Co.. 
Page  &  Shaw,  Boston  Sugar  Supply,  Shaghalian  Co.,  Winer  Co.,  Houghton 
Dutton,  Dow  &  Co.,  Samoset  Chocolate,  Eldrldge  Baker,  M.  O'Keeffe,  Joseph 
Rablnowitz;  2  cars  to  C.  B.  Smith,  Walter  Lowney;  car  to  Hoo<l  Rubber  Co.. 
East  Watertown;  car  to  United  Grocers  Wholesale.  North  Cambridt^e.  Con- 
necticut, car  to  Morris  .Toseloflf,  Wut«rbury.  Bags  or  barrels,  committees* 
option. 

Geo.  Wm.  Bentlet  Co. 


Boston.  M.vss.,  October  24,  10 11. 
Mkinbath  Brokkiiaoe  (\>., 

La  Salle  and  Ma(iiso7i  IStrec.tn^  (-hicaf/o.  III. 

Additional  sales:  Maine,  car  each  to  Fuller  Holway,  Augusta;  Davis  &  O.*.. 
L^ewiston;  Gross  Co.,  Auburn;  Lizotte  &  Caron,  Sanford;  Swett  Co.,  D.  W. 
True,  Twltcliell  (!haniplln,  Conant  Patrick,  Steadman  Hawkes,  all  Portland. 
New  Hampshire,  Dickerman.  Concord ;  Daniels,  Cornell :  McQuesten  Lewis. 
Manchester.  C<>nnwthMit.  Frank  Pepe,  Andrews  Fairbanks,  Waterbury;  5  cars 
to  Morris  Cohn,  New  Britain.  Massachusetts,  car  each  to  B.  F.  Arnold,  John- 
son Kettell,  Daniels,  Cornell :  3  cars  to  New  England  Sugar  Supply,  Worcester: 
car  each  to  Driscol  Church  Hall.  Allen  Slade,  two  cars  to  Notional  Wholesale 
Grocery  Co.,  New  Be<lford ;  1  car  to  Allen  Slade,  2  cars  to  National  Wholesale 
Grocery,  Watuppb;  car  to  Chavenson,  2  cars  to  New  England  W^holesale  Gro- 
cery, Fall  River;  car  each  to  Loker  Bros.,  Natick;  Miner  Chocolate  Co.,  Spring- 
field ;  Simpson  Rowland.  Lowell ;  United  Wholesale  Grocers,  Marlboro ;  Friend 
Bros.  (Inc.),  Melrose;  Brockton  Public  Market,  Brockton;  M.  J.  Caplan,  Law- 
rence; Gorton  Pew  Fisheries,  Gloucester;  L.  E.  Bradley,  Southbridge;  Cressej 
Dockham,  Storage  Grocery,  Salem ;  Clarke  Biscuit  Co..  H.  W^  Clark  Co.,  North 
Adams.  Boston,  Wason  Co.,  Fulton  Confectionery  Co.,  Chas.  Singer  &  Son. 
(Jeneral  Baking  Co.,  E.  E.  Gray,  H.  S.  Lowell  Bakers  Supply,  Walton  Lunch 
Co..  Waldorf  Lunch  Co.;  2  cars  each  to  United  Drug  Candy  Department. 
O'Keeffe.  Webster  Thomas.    Bags  or  barrels,  committees'  option. 

Geo.  Wm.  Bentlet  Co. 


Boston,  Mass.,  Octohai'  25,  1911. 
Meinuath   Bkokkkaue  Co.. 

La  Salle  and  Madison  Streets,  Chicago^  III. 

Further  sales :  Massachusetts,  car  each  to  Standard  Grocery,  Flitner  Atwood, 
Ararat  (irocery,  Boston;  car  to  Washburn  Co.,  2  cars  to  E.  C.  Hall,  Brockton ;  2 
cars  to  Gorltz  Co.,  Lawrence;  car  to  Briggs  Co.,  Cambridge;  car  to  American 
Specialty,  Worcester.  Connecticut,  car  each  to  Ralph  Cavallaro,  Bradley  Smith. 
New  Haven.     Baps  or  barrels,  committees'  option. 

Geo.  Wm.  Bentt.ey  Co. 


Chicago,  October  25,  1911. 
Gko.  Wm.  Bentley  Co.,  Boston: 

Orders  you  submitted  are  being  held  up  by  Food  Administration;  sugar-dis- 
tributing committee  account  increasing;  delay  in  securing  beet  supplies  due  to 
greater  acuteness  in  car  situation  arising  from  imperative  necessity  for  first 
moving  and  saving  grains.  Will  advise  further  soon  as  possible.  Meanwhile 
please  discontinue  soliciting  or  submitting  additional  business. 

Meinbath  Bbokesags  Co. 
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CHirA(K).  October  26,  Hilt. 
Mr.  Geo.  Wm.  Bentusy,  % 

Care  of  Qeo,  Wm,  Benttep  Co.,  Boston,  MasH, 

Deab  Mr.  Bentley:  Yonr  favor  of  October  23,  with  clipplnprs  and  copy  of 
Marshairs  circular,  22tl.  Thanks  for  all  of  these,  and  also  thanks  for  the  care- 
ful and  Intelligent  efforts  made  by  you  toward  carrying  out  the  Food  Adminis- 
tration's Instructions  In  the  scrutiny  you  gave  the  orders  submitted.  For  your 
own  personal  Information,  beg  to  advise  that  the  sugar-distributing  committee 
here  have  gone  on  record  in  complimenting  us  for  the  character  of  general 
service  which  we  have  been  rendering  them,  and^  of  course,  this  is  largely 
possible  because  of  the  class  of  representatives  we  have. 

At  this  moment  we  are  unable  to  advise  you  further  than  our  last  nlghtV 
telegram,  reading: 

"  Orders  you  submitted  are  being  held  up  by  Food  Administration  sugar- 
distributing  committee,  account  increasing  delay  in  securing  beet  supplies,  due 
to  greater  acuteness  In  car  situation,  arising  from  imperative  necessity  for  flrst 
moving  and  saving  grains.  Will  advise  further  soon  as  possible.  Meanwhile, 
please  discontinue  soliciting  or  submitting  additional  business.** 

Fully  appreciate  how  unsatisfactory  this  is  to  you  and  to  your  trade;  but  we 
can  do  no  more  at  this  time  than  to  transmit  to  you  the  Instructions  roceivwl 
by  us  from  the  committee  here. 
Sincerely,  yours, 

Meinrath  Brokkkauk  Ck). 

Ohicaiu),  October  :?.9.  /.0/7. 
Gmo.  Wm.  Bentley  CJo., 

192  State  Street,  Boston,  Mass. 

Gentlemen  :  W^e  have  your  letter  of  October  26,  but  are  unable  to  submit  the 
business  listed  therein  to  the  Food  Administration,  as  this,  of  course,  would  be 
contrary  to  their  instructions. 

Will  advise  you  later  of  any  new  developments. 
Very  truly,  yours, 

Meinbath  Hrokkkaoe  C<i., 
Per  Ash. 

(This  was  the  last  of  our  orders  and  only  cancellation  made  for  weeks.  See 
attached  copy  of  our  orders  rejected  immediately  on  receipt  of  our  letter.  All 
wire  and  other  orders  presumably  were  accepted  or  would  have  been  Included  ir 
this  rejection.    G.  W.  B.  Co.) 

(krroHKK  26,  1917. 

Meinhath  Brokerage  Co., 

La  Salle  and  Madison  Streets,  Chicago,  III. 
Gentlemen  :  Your  telegram  of  October  23  received  this  morning,  and  contents 

fully  noted. 

We  win,  therefore,  govern  ourselves  accordingly. 

Beg  to  advise  you,  however,  that  we  received  the  orders  enumerated  below 
before  we  received  your  advices  regarding  the  discontinuing  of  soliciting  or  sub- 
mitting any  additional  business,  and  hope  that  you  can  put  these  before  the 
sugar  distributing  committee  for  their  approval : 

Fltts  Bros.,  Framlngham,  Mass.,  one  carload. 

1.  Kenaud  Co.,  Fall  Ulver,  Mass.,  to  be  shipped  to  Wntuppa,  Mass..  one  mrload. 

Curran  Bros.,  Northampton,  Mass.,  one  carload. 

H.  S.  Melcher  Co.,  Portland,  Me.,  one  carload. 
George  Wolf  &  Co.,  Portland,  Me.,  one  carload. 

Logan  Bros.  Co.,  Bridgeport,  Conn.,  one  carload. 

.Tohn  Bird  Co.,  Rockland,  Me.,  one  carload. 

Yours,  very  truly, 

Geo.  Wm.  Bentley  Co. 

(These    only    rejected    orders    November    22.     See    next    letter    attached, 

G.W.  B.  Co.)  

CinrACtO,  Xftrrmhrr  ^2.  1911. 
7*0  eastern  brokers: 

Gentlemen:  TTnder  iustrui'ilons  of  the  I'nlted  States  Food  Administration, 
the  distribution  of  all  be«t  sugar  In  tHrrJtor.\   east  of  Buffalo-rittsburgh  will 
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be  entirely  in  the  luiiids  of  the  American  refiners'  committee.  111  Wall  Street 
New  York  City. 

We  are  Instructed  by  the  Food  AdrainiMtnitlon  sugar-distrllmtinjr  com- 
mittee to  notify  all  brokers  or  purchasers  from  whom  we  may  have  received 
any  orders  for  su^ar  that  said  orders  are  not  approved,  and  conseqtiently  must 
ho  declined. 

Tours,  truly, 

Geo.  Wm.  Bentusy  Oo. 


Boston,  Mass.,  Dvvvmher  26*.  1911. 
Hon.  Jamks  a.  ilKED, 

Washington.  1).  C. 

Dkak  S[r:  All  of  the  mornlnfc  pai^ers,  in  large  headlines,  display  the  state- 
ment, "  Hoover  has  8ave<l  $22,000,000  to  the  people  of  this  country."  and  some 
of  the  papers,  in  larp:er  headlines,  say,  "  Hoover  saved  people  from  25-cent 
suijar."  The  fact  of  the  case  in  this  section  is  that  he  has  saved  us  from  all 
kinds  of  supir. 

IMease  note  the  following:  We  have  correspondents  In  Cuba  who  act  as  our 
agents  in  Cuba.  On  October  22,  when  the  .sugar  shortage  in  this  section  wn.s 
very  acute,  believing  that  we  could  secure  some  sugar  from  Cuba  so  that  we 
could  distribute  it  amongst  our  employees,  we  wrote  our  correspondents  in  Cuba 
as  follows: 

"  Would  It  be  possible  for  vou  to  ship  any  refined  sugar  to  us?  If  such  is 
the  case,  kindly  send  along  2  or  3  barrels  and  bill  same  up  to  us.  We  would 
appreciate  it  greatly  if  same  would  be  done.  We  shall  be  glad  to  reclproaite 
in  any  way  that  we  could.     Shall  be  pleased  to  hear  from  you." 

Under  date  of  November  13  we  were  advised  by  our  correspondents  as 
follows : 

Messrs.  Clinton  E.  Hobbs  Co.. 

12  Pearl  Sirecty  Boston,  Mass.,  United  States  of  America. 

In  reference  to  your  letter  of  the  22d  of  October,  we  are  sorry  to  inform  you 
that  we  can  not  get  permission  to  send  you  3  barrels  of  refined  sugar  on  your 
order. 

Kegretting  tlie  circumstances,  and  hoping  for  another  occasion  when  we  may 
be  of  service  to  you.  we  remain. 
Yours,  truly. 


On  receipt  of  that  letter  we  wrote,  under  date  of  November  21,  to  Herbert  C. 
Hoover,  Food  Adminl.strator,  as  follows: 

"  Dkar  Sir:  When  the  sugar  shortage  in  this  section  of  the  country  became 
very  apparent  and  began  to  be  quite  burdensome,  we  took  the  question  of  buy- 
ing sugar  In  Habana,  Cuba,  up  with  one  of  our  good  friends  down  there,  and 
asked  him  to  purchase  for  us  3  barrels  and  ship  It  by  United  Fruit  Co.  steamer 
to  us  here.     Our  purpose  was  to  distribute  it  among  our  employees. 

"  W^e  made  this  application  to  our  friends  in  Cuba  on  the  22d  day  of  October. 
We  hnve  their  reply  to  request  under  date  of  November  13,  in  which  they  say: 

" '  We  are  sorry  to  Inform  you  that  we  can  not  get  permission  to  send  you 
ii  barrels  of  refined  sugar,  as  you  request.' 

"  It  seems  a  little  peculiar  to  the  ordinary  mind  that  is  not  connected  up 
with  the  trust  that  permission  to  ship  sugar  can  not  be  had.  They  have  gut 
the  sugar  there  and  are  willing  to  ship  It,  provided  permission  to  ship  it  can 
be  secured  by  them.  If  there  is  any  possible  way  that  i>ermlssion  to  have  the 
sugar  shippell  could  be  obtained,  we  would  thank  you  to  advise." 

We  receiveil  from  the  United  States  Food  Administration  the  letter  as  in- 
closed herewith.  On  receipt  of  that  letter  we  wrote  the  international  sugar 
committee  as  follows: 

**Gentij:men:  When  the  sugar  shortage  In  this  section  became  particularly 
pronounced,  we  thought  we  could  Import  sugar  from  some  friends  In  Cuba.  We 
took  It  up  with  them,  and  they  advised  that  they  could  ship  the  sugar  nil  right, 
but  they  could  not  get  permission  to  make  the  shipment.  We  figured  that  we 
would  buy  about  3  or  4  barrels  and  distribute  it  among  our  employees. 

"  When  we  found  out  that  there  was  a  Samson's  post  that  a  fellow  who 
wanted  sugar  would  have  to  but  his  head  against,  we  took  It  up  with  the  Fwl 
Administrator  at  Washington,  and  were  advised  by  them  that  they  referred  w 
to  you. 
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Now,  we  want  to  know  why  we  can  not  import  sugar  from  Cuba.  Has  It 
f?ot  to  a  point  wliere  some  trust  has  nailed  it  down  so  that  if  a  fellow  wants  to 
buy  sugar  In  Cuba,  he  can  not  do  it?  If  you  are  the  fellow  who  can  issue  thie 
permit  for  sugar  to  be  shipped  from  Cuba  to  the  United  States,  please  advise, 
so  that  we  can  import  4  barrels.  We  make  this  request  as  our  right,  as 
natural-born  American  citizens.'* 

We  received,  under  date  of  December  10,  the  inclosed  letter  from  the  inter- 
national sugar  committee,  to  which  we  made  reply,  on  December  11,  as  per 
beloAv : 

"  Gentlemen  :  Replying  to  your  favor  of  December  10,  in  answer  to  our  favor 
of  December  8,  the  writer  is  perfectly  familiar  with  the  President's  proclama- 
tion of  November  28,  which  prohibited  certain  exports,  but  in  this  case  it  was 
an  import,  and  the  proclamation  had  nothing  to  do  with  the  importation  of 
sugar  from  Cuba,  and  I  am  also  fully  advised  that  this  country  is  at  war. 

"  I  have  been  patriotic  American  enough  to  have  my  two  sons  educated  for 
national  service.  Further,  at  the  present  time  my  partner  and  I  are  engage* I 
in  the  production  of  material  required  by  the  United  States  Government  in 
prosecuting  the  war.  Every  time  inquiry  Is  asked  of  any  particular  party, 
hoard,  or  committee  on  any  specific  subject,  it  appears  that  we  are  immediately 
shoved  off  to  some  other  connnlttee  or  board. 

"As  advised  in  our  letter  to  you  of  December  8,  Washington  advises  us  to 
apply  to  you.  Now  you  say,  '  Go  to  the  sugar  refinery.'  We  know  all  about 
that.  What  is  the  use  of  going  to  the  sugar  refinery?  Whenever  a  notice 
appears  in  the  public  press  that  there  is  going  to  be  a  carload  of  sugar  from  tlie 
West  it  is  inuueiliately  announced  that  there  is  a  shipload  coming  in.  Some- 
body is  *  bunking '  this  game  somewhere,  and  we  are  after  the  fellow.  If  we 
can  not  buy  sugar  in  America  we  want  to  buy  it  in  Cuba.  If  you  liave  any 
Jurisdiction  over  the  importation  of  sugar  from  Cuba,  say  so ;  if  not,  say  so." 

We  have  not  been  favoreil  with  a  reply  to  our  favor  of  December  11.  We 
liave  asked  the  international  sugar,  under  date  of  to-day,  as  follows : 

"  Kindly  reply  to  our  letter  to  you  of  December  11." 

I  am  advised  by  my  representative  that  sugar  is  being  sold  in  Nova  Scotia, 
New  Brunswick,  Quebec,  and  Ontario  at  10  cents  per  pound.  In  1-pound  lots  or 
barrel  lots,  whichever  the  fellow  is  amlnd  to  pay  for,  and.  In  addition  to  that. 
Hour  Is  plentiful  In  Canada  and  Is  being  sold  at  .^13  per  barrel ;  and  that  on 
anthracite  coal,  of  which  Canada  does  not  produce  1  pound,  yet  the  coal  pockets 
throughout  the  Dominion  they  are  amply  supplied,  while  New  England  is  shiver- 
lug  for  want  of  coal. 

The  only  parallel  of  Ilooverlsm  In  history  Is  Genesis,  XII,  48tli  verse.  As  an 
illustration  of  how  the  favored  ones  were  treateil,  see  chapter  13,  Genesis,  and 
as  a  final  result  of  Hooverlsm,  see  Genesis,  XLVII,  19th  and  20th  verses. 
Josephus,  the  Jewish  historian,  says  that  Joseph  (Hoover)  demanded  of  the 
j)eople  that  they  execute  full  and  sufficient  deeds  of  their  lauds  to  the  crown. 
Yours,  truly, 

Clinton  E.  IIobbb. 


Washington,  i).  (7.,  November  2^,  1D17. 
Mr.  Clinton  E.  Hobbs, 

Care  of  Clinton  E.  Hobba  Co.,  Boston,  Mass. 

Dear  Sir:  Answering  your  fnvor  of  November  21,  would  refer  you  to  the 
Internatlonnl  sugar  committee.  111  Wall  Street,  New  York. 
Yours,  truly. 

United  States  Food  Administration, 
By . 


International  Sugar  Committee, 
111  Wall  Street,  New  York  City,  December  10,  1917. 

Ci-iNTON  E.  Hobbs  Co., 

12  Pearl  Street,  Boston,  Mass. 

Gentlemen  :  Your  letter  of  December  8  to  the  Internntional  sugar  committee 
bfls  ijeen  received.  In  reply  thereto  we  desire  to  call  your  attention  to  tlie 
President's  proclamation  of  November  28, 1917,  published  In  the  morning  papers 
of  November  29,  prohibiting  certain  exports  except  under  license,  and  giving 
power  to  the  war  board  to  Wsue  such  licenses.    This  proclamation,  I  believe. 
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answers  your  question  us  to  whether  or  not  "  some  trust  has  nailed  It  down  w» 
that  if  a  fellow  wants  to  huy  sugar  in  Ctiba  he  can  not  do  It"  The  fact  that 
this  country  is  at  war  makes  it  absolutely  necessary  to  conserve  tonnage  in 
every  way.  It  is  suggested  that  if  you  can  not  obtain  sugar  through  your  reg- 
ular channels  you  apply  to  the  refiners  In  your  district. 
Very  truly,  yours, 

Dkvun  T.  Gibson, 

Temporary  Secretary 


I^KNVKK,  Coi^K,  Dee^nber  22,  1911 
Senator  James  A.  Used, 

^Vashington,  D.  C. 

Dear  Siu:  Supplementing  my  letter  of  the  21st  Instant,  relative  to  food  and 
fuel  conditions,  I  desire  to  cohiment  on  the  matters  presented  to  your  com- 
mittee to-day  by  the  beet  growers.  They  seem  to  taice  the  jKJsitlon  that  because 
the  sugar  companies  are  robbing  the  people  the  farmers  should  have  part  of 
the  loot.  But  that  is  not  the  way  to  look  at  the  question  at  all.  It  is  not  a 
question  of  dividing  up  the  stolen  goods  and  the  loot  taken  from  the  consumer. 
The  question  Is.  What  is  the  reasonable  cost  to  the- farmer  to  raise  and  deliver 
a  ton  of  beets,  and  what  is  the  reasonable  cost  to  the  sugar  company  to  manu- 
facture the  sugar  from  a  ton  of  beets,  and  what  is  the  reasonable  cost  of  dis- 
rributlng  this  sugar  to  the  ultimate  consumer? 

It  is  a  mlstnke  to  look  at  simply  one  prodnot.  The  entire  field  must  be  sur- 
veyed. For  if  you  fix  prices  in  one  branch  of  industry  out  of  proportion  to  those 
fixed  in  other  branches  you  dislocate  industry,  paralyze  production,  and  en- 
courage waste.  If  the  price  of  labor  is  out  of  proportion  in  one  industry,  then 
all  other  branches  are  affected.  And  so  it  is  with  each  other  item  of  legitimate 
cost.  It  is  wrong  to  let  the  beet  grower  have  an  exorbitant  profit  simply 
because  the  manufacturer  Is  exacting  imlawful  gain.  For  if  the  beet  grower  is 
given  a  price  out  of  proportion  to  the  cost  of  production,  then  you  take  land 
from  wheat  and  corn  and  oats  production  and  cause  a  shortage  there.  And  if 
one  branch  of  Industry  is  to  be  given  increased  profits  because  some  other  branch 
Is  looting,  then  we  enter  upon  a  vicious  circle  of  ever-advancing  prices,  with  no 
stability  whatever,  and  a  resultant  demoralization  in  all  lines  of  business  and 
trade.  The  thing  to  do  Is  to  cut  out  the  loot,  stop  the  thievery,  and  protect  the 
consumer,  rather  than  embark  upon  a  course  of  raising  prices  further  upon  n 
people  already  bowed  down  with  the  increasing  burdens. 

For  every  time  a  price  is  raised  it  Is  passed  on  to  the  ultimate  consumer.  And 
if  he  is  engaged  in  some  industry,  he  attempts  to  pass  it  on  again  by  ralsiui! 
his  prices.  And  so,  ad  Infinitum,  the  process  goes  round  and  round.  The 
Government  must  do  as  England  has  done;  take  over  the  absolute  control  and 
distribution  of  all  the  necessaries  of  life,  from  the  field  of  production  to  the 
counter  where  the  consumer  purchases.  Certainly  if  conservative  England 
finds  this  the  only  effective  means  we  should  not  hesitate  to  profit  from  the 
example. 

But  the  Congress  must  do  something  more  than  investigate  and  talk.    For 
three  years  these  conditions  have  been  growing  worse,  and  nothing  practical 
has  been  done.    Deeds  and  quick  action,  and  not  wonls  and  slotlifulness,  are 
demand e<l  by  the  people. 
Yours,  very  truly. 

John  A.  Rush. 


Denver,  Colo.,  December  17,  1017. 
Hon.  Edwaiio  Keating,  M.  C 

Washington,  D.   C. 

My  Dear  Ed:  You  will  probably  note  from  the  Denver  Post  and  Denver 
Express  that  tJie  Consumers*  League  movement  is  started  here.  Our  commit- 
tees are  already  appointed  and  at  work.  We  mean  business  and  will  appreciate 
any  suggestions  oi  information  you  can  furnish  us.  In  this  connection  I  under- 
stand the  Walsh  report  has  a  very  Illuminating  lot  of  statistics  from  the  In- 
dianapolis «.'/oal  Utiners'  Union  relative  to  the  cost  of  producing  coal.  Perhaps 
jou  could  send  us  the  volume  containing  this  Information.  Any  other  books, 
pamphlets,  or  reportu  containing  information  upon  food  and  fuel  will  be  grate- 
fu'iv  received.  We  have  some  of  the  best  people  in  town  actively  working 
with  U& 
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In  this  connertloD  I  note  that  Mr.  Spreckels  has  been  testifying  before  the 
Senate  committee  concerning  Mr.  Hoover  and  his  organization.  I  do  not  know 
anything  about  who  Is  telling  the  truth,  but  we  do  know  that  Mr.  Hoover 
selected  Mr.  Stearns  in  this  State  and  that  Mr.  Stearns  Is  closely  allied  ^^ith 
the  Great  Western  Sugar  Co.'s  people  and  that  Mr.  Stearns  wns  not  among  the 
names  sent  to  Mr.  Hoover  by  Gov.  Gunter.  This  fact  might  be  Interesting  to 
Senator  Ileo«l. 

Wishing  you  and  Mrs.  Keating  the  compliments  of  the  near  season,  I  am, 
Yours,  very  truly, 

.ToHN  A.  Rush. 

Denveb,  Colo.,  Derember  21,  1911. 
Senator  James  A.  Reed, 

Wa8hingtoi%,  D.  0. 

Dear  Senatob:  I  am  pleased  to  note  that  you  are  investigating  th*?  sugar 
this  year  received  about  $6  per  ton  for  beets,  out  of  which  the  Great  Western 
this  year  received  about  $C  per  ton  for  beets,  out  of  which  the  Great  Western 
Sugar  Co.  extracted  about  340  pounds  of  sugar  per  ton,  and  that  this  sugar  Is 
selling  here  for  $8.15  per  hundred.    So  that  out  of  a  ton  of  beets,  which  cost  the 
company  $6,  the  consumer  is  paying  for  the  340  pounds  of  sugar  extracted 
therefrom  $28.90,  or  a  difference  of  $22.00.    That  this  Is  an  unreasonable  proiat  Is 
evidenced  by  the  fact  that  during  the  first  three  quarters  of  the  present  year  the 
Great  Western  Sugar  Co.  declared  its  regular  dividend  of  7  per  cent  on  its  com- 
mon and  preferred  stock  and  also  a  special  dividend  for  each  quarter  of  10  per  cent 
on  its  common  stock,  or  at  the  rate  of  7  per  cent  on  its  preferred  stock  and  47  per 
cent  on  its  common  stock.    In  addition  to  this,  the  company  has  accumulated  a 
stupendous  surplus.    Another  feature  of  the  situation  is  that  we  are  charged  for 
sugar  In  Denver  at  the  Kansas  City  rate,  plus  the  freight  to  Kansas  City, 
nl though  the  sugar  Is  produced  right  at  our  door  and  is  never  shipped  to  Kansas 
City  or  back  again.    We  are  thereby  paying  freight  both  ways  upon  an  article 
that  is  not  freighted  at  all.    In  addition  to  the  income  from  the  sugar,  the 
Great  Western  Sugar  Co.  makes  a  large  amount  of  money  from  the  by-products 
and  from  the  beet  pulp,  which  is  sold  as  feed  for  sheep  and  cattle.    The  investi- 
gation you  are  making  is  very  creditable  If  It  shall  result  In  reaching  the  basic 
evil,  and  that  is  the  profiteering  by  these  large  concerns  out  of  the  necessities 
of  a  people  at  war.    But  nothing  will  ever  I>e  done  when  food  administrators 
are  appointed  who  are  in  close  afliliation  with  the  very  business  that  they  are 
suppose<l  to  control.    The  food  administrator  appointed  for  this  State  by  Mr. 
Hoover  has  been  for  a  long  time  closely  connected  with  the  Great  Western 
Sugar  Co.,  and  his  name  was  not  even  suggested  by  the  governor  of  this  State 
In  the  list  of  names  sent  In  by  him  to  Mr.  Hoover.    No  attempt  has  been  made 
to  lower  the  price  of  sugar,  but,  on  the  other  hand,  when  the  cane  sugar  men 
would  not  consent  to  reducing  the  price  for  their  product  10  cents  per  hundreil, 
the  beet  sugar  men  were  allowed  to  Increase  their  price  10  cents  per  hundred 
so  as  to  make  the  price  uniform.    So  that  uniformity  of  prices  under  the  food 
regulations  simply  means  an  Increase  in  price.     The  fact  is.  that  here  In 
Denver  we  can  buy  sugar  from  Hawaii,  freighted  across  the  Pacific  Ocean  and 
over  nearly  2,000  miles  of  railroad,  at  a  less  price  per  hundred  than  we  can  buy 
the  beet  sugar  manufactured  at  our  very  door. 

•  The  true  solution  of  all  these  problems  is  to  determine  the  reasonable  cost 
of  proiluction,  the  reasonable  cost  of  manufacture,  and  the  reasonable  cost  of 
distribution,  and  fix  the  price  of  products  by  zones.  In  some  Instances  the  pro- 
ducer Is  profiteering.  In  other  Instances  the  manufacturer  is  profiteering,  and 
Jn  other  Instances  the  distributor  Is  profiteering.  All  of  these  profiteers  should 
be  taken  by  the  neck  and  treate<l  as  traitors  to  their  country.  But  investigations 
will  do  no  good  unless  the  problem  Is  dealt  with  from  a  basic  standpoint  such 
as  I  have  indicated  above. 

The  coal  situation  liere  Is  another  example  of  the  absolute  Inefl^clency  of  the 
fnel  administrator.  In  certain  camps  the  coal  miners  are  making  as  high  as 
$2.T0  per  month  wages  and  the  coal  operators  ore  waxing  fat  and  the  coal  dis- 
tributors are  seeking  enormous  profits,  so  that  the  consumer  is  required  to  pay 
fully  50  per  cent  more  for  his  coal  than  Is  reasonable  or  Just,  and  all  this  Is 
done  under  the  sanction  of  Government  regulation.  It  Is  about  time  that  some 
regard  were  paid  to  the  consumer,  who,  after  all,  must  bear  the  entire  burden. 
I  trust  that  out  of  your  investigations  an<l  out  of  the  speedy  action  of  Congress 
there  may  come  some  relief. 
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I  have  written  yon  becntise  you  seem  to  be  interested  and  because  I  a» 
chnlrnmn  of  the  consumers'  league  lately  formed  In  this  city,  consisting  of  juanj 
of  our  most  prominent  citizens,  wlio  feel  the  Injustice  of  present  conditions. 
Youi*8,  very  truly, 

John  A.  Rush. 

Bloom  FIELD,  Mo.,  December  /.5,  /PH. 
Hon.  James  A.  Kked, 

Washington,  D.  C. 

Deab  Sir:  We  are  inclosing  to  you  for  your  use  In  the  Senate  Investigating 
committee  on  sugar  shortage  the  last  two  invoices  of  the  last  two  cars  of  sugar 
that  we  have  purchased  this  season.  You  will  notice  that  one  of  these  cars  was 
purchased  under  date  of  July  17  during  the  canning  season  when  there  was  a 
heavy  demand  for  sugar,  and  basis  price  for  barrels  and  bags  was  $7.82  f.  o.  b. 
Bloomfield.  The  other  invoice  was  under  date  of  November  15,  wlien  there  n*a5 
not  such  demand  for  sugar  and  you  will  notice  a  basis  price  on  this  car  is 
$7.58  only  lacking  24  cents  per  hundred,  being  as  high  as  the  highest-priced 
sugar  we  have  puivhased  any  time  this  season,  besides  you  will  notice  the  c-ar 
purchased  at  $7.82  is  cane  sugar  while  the  car  at  $7.58  Is  beet  sugar,  wherein 
beet  sugar  is  worth  25  cents  per  hundred  less  or  thereabouts,  making  sugar  at 
present  time  costing  the  Jobber  as  much  money  as  any  time  this  year,  while  at 
the  same  time  the  Food  Administration  only  allows  tbe  jobl>er  to  make  a  profit 
of  25  cents  per  hundnxl,  which  is  equal  to  only  about  3i  per  cent,  which  is  not 
sufficient  profit  for  handling  sugar,  and  at  the  same  time,  as  Mr.  Spreckels  has 
said  in  his  testimony,  "  The  sugar  trusts  are  getting  as  much  or  more  for  their 
sugar  as  they  ever  did  in  the  history  of  the  trade.'*  The  result  is  the  jobbers 
refuse  to  handle  sugar  because  there  Is  no  profit  In  it,  and  the  refineries,  or 
sugar  trusts,  are  getting  a  higher  price  for  their  sugars  under  food  control 
than  they  ever  did  before,  and  the  jobbers  not  handling  sugar  there  Is  no  dis- 
tributing center  for  the  consumer  to  secure  supplies. 

We  are  confident  that  there  is  an  injustice  being  done  the  jobbing  trade  on 
sugars.  And  they  are  asking  the  jobbers  to  sell  sugai's  at  an  unreasonable  small 
profit  for  the  benefit  of  the  sugar  trusts,  as  all  jobbers  do  not  care  about 
handling  sugar  under  present  conditions. 

The  jobbers  are  patriotic  and  want  to  do  their  bit,  but  do  not  want  to  do 
business  at  cost  and  a  loss  for  the  benefit  of  the  sugar  trusts,  and  It  seems  to 
us  that  there  Is  something  wrong  In  present  arrangements.  And  you  have  our 
honrty  support  In  your  investigntlvin  along  this  line,  and  any  assistance  tliat  we 
can  be  we  will  gladly  render  it. 

You  will  please  return  to  us  the  attached  invoices  when  they  have  answered 
your  pury)ose.    Awaiting  your  reply,  we  are, 
Yours,  truly, 

J.  S.  Maoee  Guoceuy  and  Commission  <y0.. 
By  J.  S.  Maoee,  President. 


CJnSTOMKK'S  ORIGINAL  INVOICE. 

Contract  No.  79.  Contract  date,  November  15.  Factory,  Burley.  Broken^ 
Invoice  No  40.    November  15,  1917. 

Seller  hereby  guarantees  to  the  purchaser  of  the  articles  of  food  and  drnj^ 
described  in  this  invoice  that  they  are  not  adulterated  or  niisbranded  within 
the  meaning  of  the  food  and  drugs  act.  Juue  80.  1900,  and  the  amendnieuts 
thereof. 

Seller  hereby  guarantees  that  the  merchandise  covered  by  this  invoice  bfl> 
been  produced  or  manufactured  in  accordance  with  the  Federal  child-labor  oct 
of  September  1,  1916. 

Terms:  Draft,  with  bill  of  lading  attached,  payable  on  arrival  of  car  in  New 
York  exchange,  or  its  equivalent 

Notice:  Claim  for  loss,  shortage,  or  damage  will  be  allowed  only  when  ftff- 
warded  direct  to  i)roducer  and  accompanied  by  iiecetasary  documents  for  sop- 
port  of  dalm. 
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Ttie^  Amalgamated  Sugar  Co.,  Ogclen,  Utah,  sold  to  J,  8,  Magee  Grocery  d  Com- 

mission  Co,,  Bloom  field.  Mo,,  {S  per  cent  war  tax), 

Mnke  settlement  with  rnilrojid  company  for  gross  weight — 77,577  pounds,  at 
5S  cents  i)er  hundi*edwelght  $463.45. 

Origlnni  car  initial  and  number,  A.  T.  &  S.  F.,  28311.  Troducers*  consignment 
number,  G83.    lioute,  Frisco.    Destination,  Bloomfleld,  Mo. 

7T0  bags  fine  granulated  beet  sugar,  at  $7.58  per  hundredweight $5.  S3G.  00 


Total 5,  S30.  (10 

Less  2  per  cent  @  Nov.  19,  1917 lia  73 


Total 5, 710.  S7 

IL.ess  war  tax  and  freight  from  Burley,  Idaho i 403.45 


Amount  of  draft,  net  amount  due 5,250.42 

Broker,  J.  M.  Hutchinson,  chairman  St.  Louis  district. 


THE  AMERICAN   SUGAR  REFINING  CO.,    NEW   ORLEANS,   LA. 

July  17,  1917.  Sold  to  J.  S.  Magee  Grocery  &  Commission  Co.,  Bloomfield 
»To.  Order  No.  8613.  Date  of  shipment.  June  30,  1917.  Ship  to  J.  S.  Mage. 
Grocei-y  &  Connnission  Co.,  Bloomfield,  Mo.    Routing,    Mo.  Pac,  St.  L.  &  S.  F 

Terms :  Cash  2  per  cent  7  days  in  New  Orleans  or  New  York  funds. 


Boxes 


Holf 
>arrcls 


'asos. 


Dags. 


2.5 
2-) 
75 
75 


Bar- 
rels. 

Kind 

of  pack-- 

a;»s. 

50 

2 

ft 
10 
25 

Orade. 


F.G 

Pom.  jfran, 
Dora.  ;gran. 
Pom.  pmn, 
Dom.  {^an. 


Total.... 
Less  2, per  coat, 


Mark 
num- 
bers. 


Pounds. 


17,437 
2,.inii 
2,500 
7.500 
7,500 


37,437 


Price. 


Cmts. 
7,82 
8  20'. 
8  20l 
8  10\ 
S.00^ 


.\  mount. 


91,363.57 
2a=>.  13 
205  13 
607.87 
600.37 


2,082.07 
59.01 


2,922.43 


Tills  invoice  must  be  remittetl  in  full,  i  If  for  any  reason  you  claim  reduction 
of  any  of  the  foregoing  charges  send  full  Itemized  statement  within  30  days  to 
A.  S.  R.  Co.  Claim  Department,  for  adjustment. 

Goods  at  "  Buyer's  risk  "  after  delivery  to  tlie  carrier. 

Arrived  and  unloaded  July  7,  1917. 

Please  advise  date  and  order  number  of  Invoice  when  remitting. 
Important:  The  cash  discount  of  2  per  cent  on  the  amount  of  this  bill  will 
not  be  allowed  unless  remitted  for  within  seven  days  from  arrival. 
Paid:  The  American  Sugar  Refining  Co.,  New  Orleans,  July  18,  1917. 


Intkrnatioxal  Sugar  Committee, 
Nctr  York  City,  Dcccmlur  26,  1917. 
Kkmren  McCJinxis,  K.sq,, 

Carv  of  Svg(fr  Dwimon,  United  States  Food  Administration. 

Washington,  D.  C. 

Dear  Mr.  McGinnts:  I  would  esteem  it  a  fnvor  If  you  wouhl  hand  the  In- 
<»lose<l  copy  of  the  contract  between  the  Sugar  Factors  Co.  (Ltd.)  and  the  Cali- 
fornia &  Hawaiian  Sugar  Refining  Co.  to  the  clerk  of  the  Senate  investigating 
committee,  as  the  committee  requested  me  to  furnish  a  copy  when  I  was  on  tlie 
witneas  stand. 

Yours,  very  truly. 

Geo.  W.  Rolph. 
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1918  OoNTRA«rr.  .^rciAk  Ka<^tws  (V).  (Ltd.)  and  Caltfornia  &  Hawaiian  Sioai 

Hefinino  Co. 

This  agreement,  made  this  30th  day  of  October,  A.  D.  1917,  by  and  between 
the  Sugar  Factors  Company,  Limited,  a  corporation  organized  and  existing 
under  the  laws  of  the  Territory  of  Hawaii,  party  of  tlie  first  part,  hereafter 
calied  tlie  "  Seller,'*  and  tlie  California  and  Hawaiian  Sugar  Refining  Company, 
a  corporation  organized  and  existing  under  the  laws  of  the  State  of  Califomia. 
party  of  the  second  part,  hereafter  called  the  "Buyer." 

Witnesseth:  That  the  parties  hereto,  for  and  in  consideration  of  one  dollar 
($1.00)  by  each  to  the  other  in  hand  paid,  the  receipt  of  which  Is  by  each 
hereby  acl^nowledged,  and  for  other  valuable  consideration  them  thereto  mov- 
ing, have  covenanted,  agreed,  and  bound  themselves,  and  do  by  these  presents 
hereby  covenant,  a^ee.  and  bind  themselves  as  follows,  to  wit: 

AGREEMENT   AND    SALE   OF    SUGAR. 

1.  The  Seller  bargains  and  sells  and  agrees  to  deliver  to  the  Buyer,  at  the 
port  of  San  Francisco,  for  the  prices  and  upon  the  conditions  hereinafter 
named,  tlie  quantity  of  sugar  Itereinafter  specified,  produced  from  October  1. 
1917,  to  October  1,  1918,  namely  for  one  year,  and  shipped  within  said  period. 
upon  and  from  all  of  the  plantations  in  the  Hawaiian  Islands,  the  product  of 
which  Is  now  controlled  by  the  Seller  as  agent,  and  also  any  and  all  planta- 
tions in  said  Hawaiian  Islands,  which  may  hereafter  during  the  term  of  this 
agreement  be  controlled  by  said  Seller  as  owner  and/or  agenL 

PLANTATIONS    BEPRE8ENTCD    BY    8X70 AB    FACTOBS    COMPANY,     LIMITED. 


2.  The  said  plantations,  for  which 
follows,  to  wit: 

Hawaiian     Commercial     &     Sugar 
Company. 

Hawaiian  Sngar  Company. 

Kahuku  Plantation  Company. 

Koolau       Agricultural       Company 
(Ltd.). 

Maui  Agricultural  Company. 

McBryde  Sugar  Company  (Ltd.). 

Apokaa  Sugiir  Company   (Ltd.). 

Ewa  Plantation  Company. 

Kohala  Sugar  Company. 

Waialua       Agricultural       Company 
(Ltd.). 

Hawaiian  Agricultural  Company. 

Honomu  Sugar  C>>mpany. 

Onomea  Sugar  Company. 

Pepeekeo  Sugar  Company. 

Wailuku  Sugar  Company. 

'Honokaa  Sugar  Company. 
Pacific  Sugar  Mill. 

Makee  Sugar  Company. 


the  Seller  now  acts  as  agents  an^  u.« 


Hawi  Mill  and  Plantation  Com- 
pany (Ltd.). 

O.  N.  Wilcox  (Grove  Farm  Planta- 
tion. 

Hawaii  Mill  Company  (Ltd.). 

Kekaha  Sugar  Company  (Ltd.). 

Klpahulu  Sugar  Company. 

The  Koloa  Sugar  Company. 

Lihue  Plantation  Company  (Ltd.). 

Pioneer  Mill  Company  (Ltd.) 

Oahu  Sugar  (Company  (Ltd.). 

The  Waimea  Sugar  Mill  Company. 

Hamakua  Mill  Company. 

Kaiwiki  Sugar  Company  (Ltd.). 

Kukaiau  Plantation  Coinpauj 
(Ltd.). 

Laupahoehoe  Sugar  (Company. 

Union  Mill  (Company. 

Waiakea  Mill  Ompany. 

Olaa  Sugar  Company   (Ltd.). 


AMOrN'l. 

3.  Amount  of  sugar  to  be  delivered  uihUt  this  agreement  shall  be  UTiOOtW 
tons,  the  same  to  be  delivered  during  said  year;  it  Is  however  agreed  that 
In  case  the  Seller  acquires  hereafter,  from  time  to  time,  control  of  tiie  croiis 
of  sugar  of  other  plantations  or  niantei-s  in  said  Hawniian  Islands,  not  in 
eluded  in  this  agreement,  snid  quantity  of  2.')0.(KK)  tons  shall  be  Increased  in 
such  proportion  :is  the  total  croi>s  of  said  other  plantations  or  planters  l^ears 
to  the  total  crops  of  the  plantations  hereinabove  siHH'lfied.  If  for  any  unfore- 
seen causes  beyond  the  control  of  the  Seller  It  becomes  imiwssible  to  deliver 
the  quantity  of  sugar  provided  for  herein,  the  Seller  shall,  as  soon  as  this  con- 
dition becomes  known,  notify  the  Buyer  thereof,  and  shall  thenceforth  pro- 
rate any  deficiency  between  its  obligations  under  this  agreement  ami  it* 
other  agre<»ment«  for  the  sale  of  sugar. 
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CBOP  YSAB. 


4.  The  term  "year"  in  this  amtract  lt»  uhderstood  to  meun  the  crop  year, 
from  October  Ist  to  October  Ist 

DATE  OF  SHIPICBNT. 

5.  The  date  of  any  Hhipnient  sliall  be  determined  by  the  date  of  the  bill  of 
lading. 

OBLIGATION   OV  fiKLLKK  KESHn*M1CNTB. 

6.  It  is  understood  that  the  Seller  shall  make  shipments  for  San  Franols(,-o 
delivery  in  quantities  and  at  times  suiting  the  convenience  of  the  Buyer  as 
nearly  as  possible,  it  being  understood,  however,  that  shipments  shall  be  mnde 
approximately  in  equal  monthly  instnllmento. 

UELIVKHY.  , 

7.  All  sugars  shall  be  delivered  In  accordance  with  the  custom  of  the  port,  lu 
good  order  and  sound  condition,  except  as  hereinnfter  provided,  on  such  safe 
wharf,  dock  or  pier,  where  vessels  can  at  all  times  lie  afloat,  as  shall  l)e 
designated  by  the  Buyer.  The  Buyer  shall  have  tJie  privilege  of  ordering  the 
vessel  or  shipment  to  be  discharged  at  more  than  one  wharf,  dock  or  pier,  but 
the  extra  expense  in  that  event  shall  be  paid  by  the  Buyer. 

It  is  understood  that  delivery  at  port  of  discharge  shall  be  made  ex  vessel 
and  by  mark. 

PKTCK  AND  BASIS. 

8.  The  Buyer  agrees  to  pay  to  the  Seller  for  each  and  every  pound  of  sugar 
delivered  the  same  price  at  which  centrifugal  sugars  were  sold  on  a  basis  of 
96  degrees  polarization  in  the  New  York  market,  Including  duty,  If  any,  on  the 
average  of  ten  sugar  market  days  previous  to  the  date  of  arrivnl  of  such  sugor 
at   New  York.  * 

The  selling  price  of  centrifugal  sugar  in  the  New  York  market  shall  be  ascer- 
tnlued  by  the  reports  of  Nevers  &  Callaghan,  sugar  brokers,  In  New  York  City, 
if  satisfactory,  and  in  case  of  dissatisfaction  by  the  reports  of  any  other 
reputable  sugar  broker  In  said  city  who  may  hereafter  be  r.f:ree<l  upon  by  the 
parties  hereto.  Said  selling  price  shall  be  deeme<l  to  be  the  price  at  which 
bona  flde  sales,  whether  private  or  public,  of  spot  sugar  or  sugars  n'nscmably 
due  in  twenty-eight  days,  Including  duty.  If  any,  are  actunlly  made  In  the 
regular  course  of  trade,  for  a  minimum  quantity  of  two  hundred  tons,  but  shall 
not  Include  sales  of  Egyptian  crystals  nor  sales  to  tobacconists  nor  of  grocery 
sugar  for  direct  consumption,  nor  sales  of  sugars  for  export  to  Canada,  nor 
sales  of  Hawaiian  sugars  in  the  open  markets  of  New  York  or  Philadelphia, 
nor  sales  to  speculators,  nor  sales  of  options  on  the  New  York  CoflPee  Exchange. 

In  case  there  are  sales  of  different  lots  above  the  minimum  quantity  of  two 
hundred  tons  at  dlfFenmt  prices  on  the  same  day,  then  the  average  of  the 
bona  fide  prices  paid  on  such  day,  regardless  of  quantity  of  such  lots,  .shall 
govern.  In  case  there  are  no  such  sales  on  any  one  or  more  of  the  ten  days 
*«|K?rifled.  the  last  previ<»us  day's  quotation  shall  be  <*onsi(lered  the  quotation 
of  such  day  or  days  of  no*  sales. 

Ill  case  the  latest  reported  prit-e  for  said  c^yntrlfiigal  sugar  shall  be  for 
sugar  afloat  or  for  prompt  shipment,  but  reasonably  due  within  twenty-eight 
days,  being  either  the  quotjition  known  in  the  trade  as  "  cost  and  freight "  or 
that  known  as  "  cost,  freight,  and  insnranre.*'  then  there  shall  bo  adde<l  to  such 
reported  price  such  sum  t>r  sums  as  shall  make  It  the  duty  paid  eciuivalent  of 
••  spot  sales**  of  sugar  of  the  same  quality,  the  pound  sterling  being  converted 
Into  tJnlte<l  States  currency  at  the  average  recordtnl  rate  of  sight  exchange 
of  the  National  City  Bank  of  New  York  on  date  of  sale,  and  the  loss  of  weight 
on  Java  cargoes  sold  on  Invoice  weights  being  conslderefl  to  he  one-half  of  one 
per  cent. 

It  is  understood  and  agreed  that  the  date  of  arrival  of  sugar  for  the  purpose 
of  this  agreement  shall  be  the  date  of  arrival  as  reported  by  the  Merchants 
Exchange  of  San  Francisco. 

Whenever  the  basis  of  price  under  this  contract  shall  be  unsatisfactory  and 
Buy(»r's  and  Seller's  representatives  can  not  agree,  either  party  shall  be  at 
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liberty  to  submit  the  basis  of  price  complained  of  to  arbitration  as  provideci  lu 
clause  No.  20. 

DEDUCTIONS   AND   ADDITIONS. 

D.  The  price  as  above  ascertained  for  centrifugal  sugars  of  96  degrees 
polarization  shall  be  subject  to  the  followin;?  deductions  and  additions: 

Fii-st.  On  all  sugars  of  93  degrees  polarization  and  upward  a  flat  deduction  of 
one-quarter  (1/4)  of  one  cent  a  i)ouud,  and  on  all  sound  sugars  below  93  de- 
grees polarization  a  flat  de<iuction  of  three-eights  (3/8)  of  a  cent  per  pound. 

Second.  On  all  sugars  above  90  degrees  polarization  an  addition  of  oue 
thirty-second  (1/32)  of  a  cent  per  pound  per  degree  plus  the  difference  in 
duty  per  degree  on  Cuban  sugars,  being  a  total  ad<lition  under  the  law  and 
treaty  in  force  at  the  date  of  this  agreement  of  .05205  cents  per  pound  per 
degree ;  fractions  of  a  degree  in  proportion. 

Third.  On  all  sugars  below  96  degi-ees  polarization  do^^^l  to  and  including 
94  degrees  polarization  a  deduction  of  one>sixteenth  (1/16)  of  a  cent  per 
pound  per  degree  plus  the  difference  in  duty  per  d^ree  on  Cuban  sugars,  being 
V.  total  deduction  at  present  as  aforesaid  of  .0833  cents  per  pound  per  degree; 
fractions  of  a  degree  in  proportion. 

Fourth.  On  all  sugars  below  94  degrees  polarization  a  detluotion  of  three 
thirty-seconds  (3^*52)  of  a  cent  per  pound  per  degi-ee  from  the  iMisis  of  supar 
of  94  degrees,  plus  the  difference  in  duty  per  <1egree  on  Cuban  sugars,  being 
a  total  deduction  at  present  as  aforesaid  of  .11455  cents  per  pound  per  degrt^: 
fractions  of  a  degree  in  proportion. 

TAItlFF  CHANGES. 

10.  In  case  of  a  general  change  involving  either  an  Increase  or  decrease  in 
tlie  present  tariff  duty  on  sugar,  an  adjustment  In  tlie  purchase  price  liereln- 
liefore  mentioned  shall  be  made  between  the  Buyer  and  Seller  on  all  sufjars 
arriving  at  port  of  delivery  within  ninety  (90)  days  previous  to  the  takin? 
effect  of  such  change  In  duty,  which,  at  the  time  of  such  change,  are  unmelted 
and  in  possession  of  the  Buyer;  such  adjustment  in  price,  up  or  down,  to  equal 
the  difference  between  the  price  actually  paid  for  tlie  sugar  and  the  price  (►f 
centrifugals  of  like  polar iscopic  test,  based  on  an  average  of  the  price  of  the 
first  sale  In  New  York  reported  by  Kevers  &  Callaghan  after  the  date  sucli 
change  In  duty  takes  effect,  and  the  prices  representing  sales,  if  any,  made 
during  the  next  nine  (9)  days  succeeding  sudi  sale,  excluding  Sundays  luid 
holidays;  such  average  price  to  be  subject  to  the  addiltons  and  deductions  pro- 
vided for  In  this  contract.  If,  on  one  or  more  of  said  nine  (9)  days,  no  sales 
are  reported  by  Nevers  &  Calalghan,  then  the  price  as  of  the  day  next  previous 
shall  be  taken  as  the  market  price  on  such  particular  day  or  days. 

POLARIZATION. 

11.  The  grade  of  all  sugars  delivered  under  this  agreement  shall  be  deter- 
mined by  polarization  made  by  both  parties  hereto,  through  competent  and  im- 
partial chemists  employe<l  by  each  of  them,  from  samples  to  be  jointly  taken 
upon  the  delivery  of  each  lot,  sampling  at  least  one  in  five  bags  of  each  mark 
of  all  such  lots ;  and  the  average  test  shall  be  the  basis  of  settlement.  In  case 
such  polarization  shall  differ  more  than  five-tenths  (5^10)  of  a  degree,  then  tlie 
parties  shall  select  a  competent  person  to  make  a  third  polarization  from  the 
combined  sami)les  originally  taken  by  both  parties  and  the  average  of  the  two 
nearest  polarizations  shall  be  the  basis  of  settlement ;  provided,  however,  that 
In  no  case  shall  the  grade  be  fixed  higher  than  the  higher,  or  lower  than  the 
lower  of  the  said  first  two  polarizations.  The  expense  of  the  third  polarization 
shall  be  divided  equally  between  the  parties  hereto. 

WEIGHT   AND  TAKE. 

12.  The  weight  of  each  lot  of  sugar  shall  be  determined  at  time  of  delivery 
by  the  Buyer  and  may  be  checlved  by  the  Seller.  If  a  scheilule  tare  can  not 
l)e  arranged  to  the  mutual  satisfaction  of  Buyer  and  Seller,  then  the  acti^al 
tare  of  all  sugars  <lelivered  under  this  agreement  shall  be  ascertained  accordinjj 
to  the  custom  of  the  trade  and  deducted. 
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TITLE  TO   SUGAB. 


13,  The  title  to  the  sugar  delivered  under  this  agreement  shall  pass  to  the 
Buyer  as  soon  as  weighed  at  port  of  delivery. 


LOSS  OF  SUGAR. 

14.  All  sugars  shipped  to  the  Buyer,  which  are  lost  by  fire  or  perils  of  the  sea 
in  transit  from  the  Hawaiian  Islands  to  the  port  of  destination,  or  before  title 
has  passed  to  the  Buyer,  or  which  are  ordered  to  be  sold  for  account  of  under- 
writers, shall  be  deducted  from  the  proportion  and  quantity  of  sugar  which 
the  Seller  is  obligated  to  sell  and  deliver  under  this  agreement. ' 

DAMAGED  SUGAB. 

15.  In  case  of  damage  to  any  sugars  delivered  under  this  agreement,  the" 
Buyer  agrees  to  accept  on  the  dock  where  the  sugar  Is  ordered  by  it  to  be  de- 
livered, all  sugars  which  by  the  application  of  the  salt-water  test  show  evidence 
of  salt-water  damage  at  the  actual  polarization  and  at  the  net  price  herein- 
above mentioned  for  sound  sugars,  but  with  an  additional  deduction  for  such 
damage  of  three  thirty-seconds  (3/32)  of  a  cent  per  pound.  If  this  allowance  Is 
changed  by  custom  of  the  trade,  the  same  change  is  to  apply  to  the  sugars 
thereafter  delivered  under  this  agreement. 

The  Buyer  also  agrees  to  accept  all  sugars  affected  by  sweat  or  fresh-water 
.showing  deterioration  of  two  degrees  or  more  from  the  average  polarization  of 
the  sound  sugars  of  the  same  mark  at  the  actual  polarization  at  the  net  price 
hereinabove  mentioned,  but  with  an  additional  deduction  of  one-sixteenth 
(1/16)  of  a  cent  per  pound  for  such  damage. 

QUALITY,    BAGS,    ETC. 

16.  The  Seller  agrees  that  all  sutjars  delivered  under  this  agreement  shall 
be  of  the  usual  grades  and  color  of  Hawaiian  Island  sugars,  as  they  are  turned 
out.  without  mixing  the  different  grades  of  dry  sugars;  that  they  shall  be 
shipped  in  new  bags  of  standard  quality  when  the  same  are  reasonably  pro- 
curable, and  at  all  times  In  icood,  sound  bags ;  and  that  under  no  circumstances 
whatever  will  any  sugars  subject  to  this  agi'eement  be  purposely  delayed  In 
shipment. 

PAYMENT. 

17.  The  Buyer  agrees  to  pay  for  all  sugars  delivered  under  this  agreement 
net  cash  United  States  gold  coin  or  Its  equivalent,  payable  In  San  Francisco 
ten  days  after  final  date  of  discharge  from  vessel. 

TON. 

18.  The  word  *'  ton  *  as  used  In  this  agreement  means  the  short  ton ,  of 
two  thousand  (2,000)  pounds. 

SAMPLE  SCHEDULE  OF  DEDUCTIONS  UNDEB  THIS  CONTBACT. 

19.  For  the  purpose  of  illustration,  the  following  table  shows  the  amount 
to  be  deducted  for  each  degree  of  polarization,  per  one  hundred  (100)  pounds 
and  also  per  two  thousand  (2,000)  pounds  of  sound  sugar,  delivered  under  thlft 
contract,  fractions  of  a  degree  not  being  shown : 
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SUGARS  POLARIZING  06*  AND  BELOW. 


Memo.                        1 

1 

96" 

flg. 

10.0683 
.0833 

93* 

W 

91* 

90* 

gj. 

1 
Basisofdeduction  Is  1/10  cent.  0.0625  i 

10.0633 

!l0.0R33 

,    .0833 

.0833 

I0.0B33 
.0833 
.0833 
.0833 

10.0638 
.0688 
.0833 
.0883 
.0833 

10.0633 
.0683 
.0633 
.0688 
.0833 
.0833 

IO.OS33 
.0833 

Cuban  duty  per  degree  polari- 
zation  0208 

, 

.0633 

.08S3 

.0633 

Aspertable 0833 

",','.'.'.' c.'.y.y. 

•  •••••••(•••••••• 

.0833 

1 

" 

.0B33 

t 

.03125 

.03125 
.03125 

.03125 
.03125 
.03125 

.03125 
.03125 
.03125 
.03125 

.03125 

Basis  of  deduction  is  1/32                | 

.03135 

' 

.03125 

cent 10.03125  ' 

1 

.OSIS 

.0312S 

Basis  of  deduction  is  1/8 
cent 0.125 

1 

1 

.125 

.125 

.125 

.125 

Total ' 

Contract  deduction  is  1/4  cent.  .|0. 25  . 

i6.'25""" 

.0833 
.25 

.1666 
.25 

'     .28115 
.25 

.5207 
.25 

.63525 
.25 

.7486 
.25 

.8U35 
.25 

Grand  total  deduction  per  100 
pi:mTi4.s ,. 

.25 
5.00 

.3333 
6.660 

.4166 
8.332 

:     .53115 
!l0.623 

.7707 
15.414 

.88525 
17.705 

« WB8 
19.996 

L 11435 

Grand    total    deduction    per 
2,000  pounds 1 

22.287 

SUGARS  POL.^RIZINO  ABOVE  96*. 


Memo. 


97*     !    98' 


Basis  of  addition  IS  1/32  cent 10.03125 

Cuban  duty  per  degree  polarization .' O206 


Aspertable 05205 

Total 


Contract  deduction  is  1/4  cent 10.25 

Grand  total  deduction  per  100  pounds 

Grand  total  deduction  per  2,000  pounds 


8a  06205  faOS306 

osaos 


ARBITBATION. 

20.  It  is  further  agreed  that  all  matters  of  disagreement  arising  under  this 
agreement  which  can  not  be  adjusted  by  the  parties  hereto  to  their  mutual 
satisfaction  shall  be  left  to  arbitration.  Each  party  shall  select  one  impartial 
arbitrator  and  the  two  so  selected  shall  select  a  third  arbitrator,  and  the  de- 
cision of  any  two  of  said  arbitrators  shall  be  final  and  conclusive  upon  the  par- 
ties hereto.  Any  expense  attached  to  such  arbitration  shall  be  divided  equally 
between  the  parties. 

PABT1E8. 

21.  This  agj-eement  shall  be  binding  upon  the  parties  hereto,  their  executors, 
administrators,  successors,  and  assigns. 

In  witness  whereof  the  said  parties  hereto  have  caused  these  presents  to  be 
signed. 

Sugar  Factors  Company,  Limited, 
By  E.  D.  Tenney, 
E.  F.  Bishop, 

Its  Attorneys  in  Fact. 

California  and  Hawaiian  Sugar  Rkfining  Compant. 
By  W.  M.  Alexander, 

Its  First  Vice  President, 

[SEAU]  P.  A.  Drew, 

Secretary. 
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United  States  Food  Administration, 

New  York  City,  January  J9,  1918. 
Hon.  James  A.  Reed, 

Chairman  Committee  on  Manufacturefiy  United  States  Senate, 

Dear  Sib  :  I  was  advised  through  Mr.  Lamb  that  at  the  sugar  Inquiry  on  the 
8th  instant  reference  was  made  to  an  option  or  contract  with  a  Mr.  Rionda, 
and  that  you,  in  behalf  of  the  Senate  Committee  on  Manufactures,  requested 
from  the  Food  Administration  any  documents  or  papers  connected  in  any  way 
with  that  reference. 

The  matter  being  called  to  my  attention,  I  advised  the  Food  Administration 
at  Washington  that  I  was  the  one  having  personal  knowledge  of  the  matter 
referred  to,  and  stated  that  there  were  no  contracts  or  papers  of  any  kind  in 
couneotion  with  the  transaction  covered  by  the  d^gnation  "  Rionda  contract 
or  option,"  which  information,  I  understand,  Mr.  Lamb  presented  to  your  com- 
mittee with  ttie  statement  that  I  would  be  glad  to  appear  before  the  committee 
und  give  the  information  in  person.  If  desired.  Mr.  Lamb  has  further  advised 
it  would  be  agreeable  to  the  committee  for  me  to  make  a  written  statement  and 
forward  the  same  to  you.  I  therefore  state  that  so  far  as  I  know  there  were 
no  written  contracts,  documents,  or  papers  executed  by  or  in  possession  of  the 
United  States  Food  Administration,  or  anyone  acting  for  It,  in  connection  with 
the  transaction  in  question,  the  facts  in  which  were  as  follows : 

About  the  middle  of  July  raw  sugar  began  to  advance  very  rapidly  from  6i 
cents  per  pound  and  reached  a  price  of  7.77  cents  per  pound  about  the  middle 
of  August,  and  threatened  to  go  very  much  higher.  There  was  very  little  sugar 
left  in  Cuba,  and  in  order  to  protect  the  consumers  of  the  United  States  from 
a  rise  in  hundreds  of  thousands  of  tons  of  sugar  inside  the  United  States  by 
speculation  in  a  minor  quantity  outside  the  representatives  of  the  allied  Gov- 
ernments were  asked  to  withdraw  from  the  Cuban  market.  The  representa- 
tives referred  to  acquiesced  in  that  request,  and  immediately  thereafter  the 
.\jnerican  refiners  were  requested  to  withdraw  from  the  Cuban  market  also. 
I  am  making  this  preliminary  statement  so  that  you  may  understand  the  trans- 
action in  which  Mr.  Riondu's  name  was  mentioned. 

Inasmuch  as  all  buyers  were  thus  eliminated,  it  became  necessary  to  set  up 
some  machinery  by  which  any  available  sugars  could  be  secured  at  a  reasonable 
price.  As  the  Food  Administration  had  no  authority  to  buy  or  sell  sugar,  and 
we  had  requested  refiners  to  refrain  from  buying  in  the  Cuban  market  only, 
it  seemed  to  me  that  .something  should  be  done  to  guard  against  losing  any 
Cuban  sugars  that  might  be  available  or  that  might  be  offered.  In  accordance 
with  the  following  out  of  that  view,  I  called  on  Mr.  Manuel  Rionda,  of  the  firm 
of  Czarnikow-Rionda  Co.,  explained  the  situation,  and  stated  that  the  Food  Ad- 
ministration had  no  authority  to  buy  or  sell  sugar,  but  that  it  was  necessary 
to  obtain  all  sugar  offering  or  available.  Mr.  Rionda  volunteered  to  cooperate 
and  stated  that  he  would  obtain  options  on  all  sugar  offered,  and  give  me  the 
first  call  on  it  for  distribution  to  refiners.  He  ultimately  obtained  options  on 
128,000  bags  of  that  offered  or  ol^talnable  from  September  14  to  October  18 
at  6.90,  duty  paid,  delivered  New  York,  a  price  which  I  approved  and  which  was 
calculated  to  attract  sellers.  The  Czamlkow-Rionda  Co.  have  a  very  excellent 
reputation  and  standing  in  New  York,  and  are  probably  the  largest  sugar  firm  in 
the  world. 

Subsequently  35,000  bags  of  this  amount,  which  had  been  offered  by  the 
United  Fruit  Co.,  were  withdrawn  and  sent  to  their  Boston  refinery.  Three 
thoasand  bags  were  molasses  sugars,  not  suitable  for  refining,  and  were  resold 
in  Cuba  and  will  probably  be  worked  over  into  raw  sugars  this  year.  This  left 
options  on  a  net  amount  of  90,000  bags. 

It  was  agreed  with  the  allied  representatives  tliat  one-third  of  any  sugar  thus 
obtained  should  be  set  aside  for  the  allied  countries  or  Canada.  The  royal  com- 
mission, unfortunately,  apparently  did  not  notify,  or  the  Canadian  refiners  did 
not  heed,  the  request,  for  they  continued  buying  sugar  until  October  5,  when  by 
arrangement  with  the  food  controller  of  Canada  they  also  withdrew  from  the 
market 

The  sugar  secured  as  the  result  of  Mr.  Rionda's  action  was  allotted  as  fol- 
lows :  25,000  bags,  or  27.7  per  cent,  were  delivered  to  the  Warner  Sugar  Refin- 
ing Co.,  although  the  proportion  they  were  entitled  to  under  the  rulings  of  the 
American  refiners'  committee  was  only  7J2  per  cent ;  83,300  bags,  or  37  per  cent, 
were  delivered  to  the  Federal  Sugar  Refining  Co.,  although  under  the  rulings 
of  the  same  committee  they  were  entitled  to  only  9.6  per  cent;  81,700  bags,  or 
35  per  cent,  were  delivered  to  the  American  Sugar  Refining  Co.,  although  under 
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the  rulings  of  the  same  committee  it  was  entitled  to  40.6  per  cent  However, 
in  order  to  carry  out  the  Food  Administration's  understanding  with  the  royal 
commission,  it  was  understood  that  the  American  Sugar  Refining  Go.  would  set 
aside  30,00  hags  of  that  delivered  to  it  for  the  royal  commission  under  the  prom- 
ise that  was  given  at  the  time  of  its  withdrawal  from  the  Cuban  market  The 
royal  commission  ultimately  released  this  sugar  to  the  United  States,  and  a 
large  part  of  the  sugar  that  was  delivered  to  the  American  Sugar  Refining  Co. 
was  sent  to  Belgium  for  Belgian  relief  work  in  lieu  of  sending  it  to  the  royal 
commission,  who,  as  above  stated,  had  released  it  This  release  in  the  United 
States  offset  to  some  extent  the  sugar  that  was  purchased  by  the  Canadian  re- 
fineries between  September  14  and  October  5,  when  they  withdrew. 

These  were  all  the  sugars  that  were  obtainable  between  September  14  and 
October  18,  when  the  international  sugar  committee  began  to  arrange  purchases 
for  mutual  account  and  all  of  which  subsequent  purchases  were  assigned  to  tlie 
different  refiners  under  instructions  from  the  American  refiners'  committee. 

You  will  realize  from  the  above  that  the  machinery  to  secure  sugars  was  set 
in  motion  Immediately  that  the  buyers  were  asked  to  withdraw  from  the 
market,  and  the  interests  of  the  United  States  and  her  allies  were  never  for  a 
moment  overlooked,  as  there  was  a  buyer  at  all  times  for  all  sugars  offering  or 
obtainable,  and  that  they  were'  fairly  allotted  so  far  as  the  Federal  Sugar  Re- 
fining Co.  is  concerned,  there  can  be  no  question  when  you  realize  that  that  com- 
pany received  37  per  cent  when  It  was  only  entitled  to  an  allotment  of  9.8  per 
cent  No  other  refiner,  even  those  who  received  no  sugar,  criticized  this  dis- 
tribution. 

Yours,  faithfully, 

Geo.  M.  Rolph, 
Sugar  Division,  United  States  Food  Administration, 


[From  the  Republic  of  Cuba  News  Bureau,  New  York.] 
food  and  fuel  famine  in  CUBA. 

Grave  economic  conditions  throughout  Cuba,  due  to  a  famine  in  foodstuffs 
and  a  coal  shortage,  were  reported  yesterday  (Thursday)  In  cabled  advices 
from  the  highest  oflicial  sources  in  Habana  to  the  Cuban  News  Bureau  here. 
There  is  no  fiour  on  the  island,  and  the  baking  of  bread  ended  yesterday 
(Thursday)  both  in  households  and  commercially.  Prices  of  food  as  a  result 
have  risen  to  impossible  heights  despite  Government  control  of  foodstuffs, 
lard  selling  at  $1  a  pound  and  more,  with  little  on  the  market. 

This  crisis  In  Cuba's  existence,  coming  at  a  time  when  the  energies  of  the 
Cubans  are  centered  on  the  production  of  their  record-breaking  3,5(X),000-ton 
sugar  crop,  and  negotiations  between  the  Cuban  Government  and  the  United 
States  Food  Administration  are  still  pending  over  the  way  the  sugar  is  to  be 
marketed  is  made  still  more  serious,  the  cabled  advice  said,  because  Oiban 
railways  and  industries  face  paralysis  due  to  an  impending  coal  famine. 
"We  are  literally  without  bread  at  any  price,"  the  news  bureau  cablegram 
added,  "  and  the  coal  supply  will  be  exhausted  at  the  end  of  the  present  montb. 
This  means  a  complete  paralysis  of  Cuba's  industrial  and  economic  life,  and 
finally  will  redound  to  the  injury  of  the  allies  through  sheer  inability  to  get 
out  the  sugar  crop.  The  United  Railways  of  Habana  and  the  Cuba  Railroad 
have  only  coal  enough  on  hand  to  last  until  February  1.  If  the  United  States 
Government  does  not  take  prompt  steps  to  see  that  coal  Is  shipped  immediately 
in  sufficient  quantities,  a  tremendous  crisis  will  be  upon  us,  all  traflSc  will  be 
stopped,  and  the  sugar  crop  will  be  lost  to  the  world." 

A  Cuban  ofilcial  who  is  in  New  York  on  a  mission  for  his  government  ex- 
plained the  serious  situation  on  the  island  yesterday  (Thursday),  as  follows: 
"  While  there  Is  no  disposition  unduly  to  criticize  the  Fuel  and  Food  Adminis- 
trations, it  is  realized  that  in  depriving  Cuba  of  a  competitive  market  for  its 
sugar  output,  and,  failing  to  afford  the  promised  relief  from  the  economic 
crisis  thus  created,  the  Food  Administration  has  brought  to  bear  on  the  island 
a  most  serious  situation  and  one  tending  to  discourage  future  extensive  sugar 
production. 

"  Licenses  are  necessary  for  the  exportation  from  the  United  States  to  Oiba 
of  her  food  and  coal,  and  failure  of  the  Cubans  to  obtain  these  licenses  at 
this  critical  time  is  due  either  to  a  grave  misunderstanding  by  the  Fuel  and 
Food  Administrations,  to  blundering,  or  to  both.     The  present  predicament 
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of  Cuba  is  not  of  her  own  making.  Gnbans  were  assured  six  months  ago  that 
their  food  requirements  would  be  met  if  they  would  produce  a  bountiful  sugar 
crop.  The  present  8,500,000-ton  production  is  a  result,  but  relief  is  needed 
badly  as  regards  other  foodstuffs  and  fuel,  and  the  Cubans  seek  only  the  same 
consideration  as  allies,  rather  than  as  neutrals  or  enemies,  that  they  have 
extended  in  making  so  many  national  sacrifices  to  prevent  a  world  sugar 
shortage."  s 


Chicago,  January  i^,  1918. 
S.  B.  HoucK,  Minneapolis,  Minn. 

Deab  Sir  :  You  know  that  our  Government  has  taken  over  the  island  of  Haiti. 
Do  you  realize  what  that  means  to  our  country — to  you? 

You  can  possibly  get  some  idea  when  I  tell  you  that  the  island  of  Haiti,  which 
is  only  about  the  size  of  the  State  of  New  Jersey,  100  years  ago  had  exports 
valued  at  $45,000,000,  including  140,000,000  pounds  of  sugar  and  imports  at 
$36,000,000 ;  It  also  had  shipped  $400,000,000  worth  of  gold  and  silver  to  Spain. 

You  have  not  heard  much  about  Haiti  because  she  has  been  commercially 
dead  for  the  last  hundred  years,  on  account  of  internal  strife  and  revolutions, 
but  Uncle  Sam  has  stepped  in,  straightened  the  natives  out,  and  we  have  fol- 
lowed him  with  our  money — $5,500,000 — which  gives  us  practical  control  of  the 
richest  part  of  the  richest  island  in  the  world. 

We  will  be  shipping  more  than  80,000,000  pounds  of  cane  sugar  during  the 
year,  produced  by  20-cent  labor ;  double  that  quantity  next  year. 

You  must  be  wondering  how  to  increase  your  income  to  compensate  for  lower 
rates  and  depreciating  values — what  to  buy  along  with  liberty  bonds. 

Join  us  in  the  profits  of  a  cane-sugar  business  which,  at  the  price  set  by  Mr. 
Hoover,  will  earn  from  28  to  47  per  cent  a  year. 

Return  this  letter  in  the  inclosed  envelox)e  and  I  will  send  you  full  particulars. 
Very  truly,  yours, 

Breed,  Elliott  &  Harbison, 
By  W.  D.  Breed. 

New  Orleans,  Ja/imary  21,  1918. 
Hon.  James  A.  Reed, 

United  States  Senate,  Washington,  D.  C. 

Sir:  Having  observed  from  the  press  that  you  were  interested  in  the  man- 
ner In  which  the  Food  Administration  Bureau  has  been  operated,  I  am  taking 
the  liberty  of  calling  the  following  matters  to  your  attention,  hoping  they  may 
be  of  some  service  to  you : 

The  Food  Administrator  made  a  written  statement  to  the  United  States 
Senate  committee  on  the  subject  of  his  administration,  and  particularly  on  the 
subject  of  the  fixing  of  sugar  prices.  This  statement  was  published  in  the 
newspapers  during  the  last  week  of  December.  In  this  statement  the  Food 
Administrator  speaks  of  having  obtained  a  voluntary  agreement  with  beet- 
sugar  factories  in  regard  to  the  price  of  sugar  and  continues  by  saying  that 
this  was  followed  by  similar  agreements  as  to  Louisiana,  and  further  on  in 
the  statement,  after  several  times  referring  to  these  agreements  ab  voluntary, 
the  Food  Administrator  says: 

"There  was  no  other  way  under  the  law  to  prevent  profiteering  except  by 
voluntary  agreement,  as  the  food  bill  carried  no  power  to  fix  prices." 

In  spite  of  this  interpretation  of  the  food  law,  the  Food  Administrator  issued 
to  many,  if  not  all,  of  the  sugar  producers  of  this  State,  on  or  about  Novem- 
l>er  3,  1917,  the  following  telegraphic  orders : 

"Under  powers  conferred  by  section  5  food  control  act  I  have  determined 
that  any  sale  of  1917  washed  plantation  clarified  seconds,  thirds,  or  open 
kettle  sugars  at  a  price  in  excess  of  $7.25  per  hundred  pounds  less  2  per  cent 
f.  o.  b.  New  Orleans  or  raw  sugar  in  excess  of  $6.35  per  hundred  pounds  f.  o.  b. 
New  Orleans  will  give  manufacturer  an  unjust,  unreasonable,  and  unfair 
profit.  Any  sale  made  after  November  2  at  greater  price  will  be  cause  for 
revocation  of  license  and  subject  you  to  penalties  of  the  acts. 

"  Herbert  Hoover, 

*'Food  Administrator.*' 

There  was  absolutely  no  voluntary  agreement  on  the  part  of  the  sugar 
planters  to  sell  their  sugar  at  the  price  fixed  arbitrarily  by  the  Food  Admin- 
istration. They  were  forced  to  sell  their  sugar  at  that  price — though  the  price 
was  absolutely  unfair  as  compared  to  the  price  fixed  for  other  products — by 
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the  threats  contained  in  the  telegram  above  quoted  of  a  revocation  of  tbelr 
license  and  of  the  penalties  of  Imprisonment,  etc.,  under  section  5  of  the  law. 

On  many  articles  no  price  has  l>een  fixed  at  all.  On  one  article — that  iSt 
wheat — only  a  guaranteed  minimum  price  has  been  fixed,  xnis  guaranteed 
minimum  price  and  the  uncontrolled  prices  of  othet  articles  of  food  and  cotton 
and  cottonseed  products  were  very  much  higher,  as  compared  with  the  average 
10-year  prewar  price  of  the  same  articles,  than  wa's  the  fixed  maximum  price 
of  sugar  as  compared  with  the  average  10-year  prewar  price.  The  price  of 
sugar  was  scarcely  more  than  from  25  to  50  per  cent  above  the  average  prewar 
price,  while  the  price  of  wheat  was  about  150  per  cent  over  the  prewar  average 
price. 

If  It  be  true,  as  stated  by  the  Food  Administrator  in  the  above-mentioned 
statement,  that  he  had  no  power  to  fix  prices,  then  the  power  of  his  office 
was  used  to  deceive  the  producers,  who  were  ordered  to  sell  for  no  prices 
In  excess  of  those  fixed,  and  who  were  told  by  the  Food  Administrator,  both 
in  Washington  and  in  Louisiana,  that  a  violation  of  the  order  contained  in 
the  telegram  above  quoted  would  cause  a  revocation  of  tnelr  licenses  and 
the  resulting  closing  down  of  their  factories.  The  producers  were  not  told 
until  after  their  crops  had  been  sold  at  the  low  prices  that  the  Food  Adminis- 
trator himself  claimed  no  power  to  fix  prices  and  that  the  order  fixing  them 
which  was  actually  enforced  was  known  by  him  to  be  without  right  and 
authority  when  he  Issued  same,  yet  this  seems  to  be  the  Inevitable  conclusion 
to  be  drawn  from  the  written  statement  above  referred  to. 

While  the  producer  was  forced  to  sell  his  sugar  at  the  unfairly  low  prices 
above  mentioned,  the  consumer,  In  whose  ostensible  Interest  the  order  was 
Issued,  did  not  get  the  benefit  of  the  low  prices.  The  middleman  and  retailer 
were  permitted  to  make  abnormally  large  profits  and  thereby  to  become  the 
only  persons  to  benefit  by  the  i)enalties  inflicted  upon  the  producer. 

It  is  claimed  at  times  that  it  is  the  desire  to  encourage  the  producer,  but 
he  receives  no  encouragement  from  such  treatment  as  that  above  mentioned. 
All  any  of  us  want  is  fair  and  impartial  treatment.  This  the  sugar  planters 
did  not  receive,  as  will  be  apparent  from  a  mere  reading  of  the  above  facts. 
They  were  made  the  sufferers  not  for  the  benefit  of  the  consumer  but  of  the 
middleman,  and  they  were  made  the  sufferers  by  peremptory  orders  and 
threats  of  closing  down  their  factories  when,  from  the  statement  issued  by 
the  Food  Administrator  after  the  order  had  accomplished  Its  purpose,  it 
appears  he  had  no  authority  to  fix  the  price  of  sugar. 

Apologizing  for  intruding  upon  your  time  to  this  extent,  I  am, 
Respectfully, 

Charlton  R.  BEATrnL 


American  Sugar  Refining  Co., 

New  York,  January  3  191S, 

Subcommittee  of  Committee  on  Manufactures  Investigating  Sugar  and  Coaly 
United  States  Senate,  Washington,  D.  C. 

Gentlemen  :  I  desire  to  make  a  statement  for  Incorporation  In  the  record  of 
my  testimony  of  the  following  full  information  \r^  regard  to  the  employment  by 
the  international  sugar  committee  of  certain  former  employees  of  the  Ameri- 
can Sugar  Refining  Co. 

Particularly  I  desire  to  point  out  that  the  Government  of  the  United  States 
does  not  pay  any  salaries  or  any  expenses  of  either  the  members  of  the  Inter- 
national sugar  committee  or  Its  employees.  Clause  No.  6  of  the  contract  en- 
tered Into  between  all  of  the  refiners  and  Mr.  Hoover  provides  that  the  refiners 
will  pay  on  each  purchase  arranged  for  by  the  International  sugar  committee 
and  the  American  refiners*  committee  a  sum  for  each  ton  that,  **  calculated  on 
the  entire  tonnage  handled  by  the  committees,  will  be  sufficient  to  pay  the 
actual  expenses  of  the  conunlttees,  this  amount  to  be  calculated  at  such  inter- 
vals as  the  committees  may  determine.'* 

Upon  the  execution  of  these  contracts  It  became  essential  that  an  office  and 
office  force  to  carry  on  the  work  of  the  committee  be  provided  Immediately. 

Within  a  day  or  two  after  my  appointment  to  the  International  sugar  com- 
mittee, Mr.  George  M.  Rolph,  chairman  of  that  committee  and  In  charge  of  the 
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sujfar  division  of  the  United  States  Food  Administration,  called  myself  and  Mr. 
William  A.  Jamison  into  conference  in  New  York  and  aslced  us  to  secure  suitable 
quarters  for  the  committee  and  to  assemble  a  temporary  organization.  He 
stated  that  his  own  organization  and  his  own  connections  were  in  San  Fran- 
cisco and,  further,  that  his  duties  would  keep  him  in  Washington  and  he  there- 
fore requested  Mr.  Jamison  and  myself  to  look  after  the  preliminary  organiza- 
tion of  the  international  sugar  committee.  Furthermore,  he  stated  that  Sk* 
Joseph  White-Totld  and  Mr.  J.  Ramsey  Drake  had  been  selected  by  the  British 
royal  commission  on  sugar  supply  as  the  representatives  of  the  allies  on  the 
International  sugar  committee. 

In  response  to  this  request  of  tlie  Government  through  Mr.  Rolph,  both  Mr. 
Jamison  and  I  gave  the  matter  immediate  attention,  and  accordingly  leased 
three  floors  In  a  new  building  near  a)rapletion  at  111  Wall  Street,  that  space 
being  all  that  was  available  in  the  sugar  district. 

It  was  urgent  that  the  office  force  and  equipment  be  provided  at  once,  and 
I  called  upon  Mr.  Edward  Y.  Crossmore,  assistant  sales  manager  of  the  Ameri- 
can Sugar  Refining  Co.,  after  consultation  with  Mr.  Jamison,  to  attend  to  the 
details  of  installing  the  pi*oper  office  equipment  and  to  arrange  in  conjunction 
with  the  representative  of  Mr.  Jamison  for  the  transfer  to  the  offices  of  the  com- 
mittee of  an  experienced  and  competent  organization.  In  turning  the  matter 
over  to  Mr.  Crossmore  I  asked  him  to  visualize  a  completely  appointed  ami 
equipped  office  from  the  pictures  on  the  wall  to  Ink  in  the  wells,  so  that  in 
10  days  elapsing  before  the  arrival  of  the  representatives  of  the  allies  there 
should  be  a  completely  established  office  force,  from  stenographers  to  porters; 
from  elevator  man  to  telephone  operator,  all  of  American  antecedents,  loyal 
to  their  country,  and  known  to  be-  of  unquestionable  integrity  and  loyal  to 
the  members  of  the  international  sugar  committee.  Especially  did  I  emphasize 
that  inasmuch  as  the  information  in  this  office  was  important  to  the  German 
secret  service;  that  in  view  of  the  series  of  sugar  ship  fires  during  the  war, 
the  news  of  the  movements  of  ships  would  be  of  the  utmost  importance  and 
value  to  Germany ;  that  everyone  in  that  building  should  be  free  of  the  slightest 
sympathy  or  suspicion  of  sympathy  with  Germany. 

Mr.  Crossmore  laid  out  the  office  at  111  Wall  Street,  and  he,  with  other 
members  of  my  staff,  worked  day  ami  ntght  to  -s^  ^he  quarters  ready  for  the 
arrival  of  the  representatives  of  the  allies  on  the  committee.  It  was  during 
this  period  for  the  quick  accommodation  of  men  with  duties  at  two  places  tha*: 
direct  telephone  connection  was  installed  at  Mr.  Crossmore's  direction.  I  was 
unaware  of  it  until  I  heard  of  It  before  the  committee. 

Within  10  days  this  work  was  so  completely  and  effectively  worked  out  that 
when  the  British  representatives  arrived  on  October  22,  1917,  they  found  a 
complete  office  equipment  and  force  at  hand.  Their  first  question  was,  "  Can 
we  dictate  our  cables  here  with  safety?"  To  which  I  answered  that  every 
I)erson  in  the  temporary  organization  was  of  tried  Integrity  and  we,  as  mem- 
bers of  the  committee,  would  answer  for  their  acts. 

The  sole  object  we  had  in  loaning  these  employees  to  the  international  sugar 
committee  at  the  request  of  the  Government,  through  Mr.  Rolph,  was  to  get 
the  organization  in  working  order  in  advance  of  the  arrival  of  the  representa- 
tives of  the  allies.  I  especially  consulted  with  Messrs.  C.  A.  Spreckels,  Jameb 
H.  Post,  and  George  H.  Earle,  Jr.,  in  regard  to  the  employment  of  certain 
persons  and  on  the  matter  of  taking  such  i)ersons  out  of  the  American  Sugar 
Refining  Co.,  who  were  known  for  their  tried  integrity  and  patriotism. 

Originally,  thirteen  employees  of  the  American  Sugar  Refining  Co.  were 
loaned  to  the  committee;  these  consisted  of  clerks,  stenographers,  office  boys, 
porters,  and  two  special  policemen. 

On  the  arrival  of  the  representatives  of  the  allies  one  of  the  first  matters 
taken  up  was  that  of  providing  an  office  manager.  The  United  States  Food 
Administration,  through  its  statistical  department,  appointed  Dr.  William  Mar- 
shall, formerly  head  of  the  department  of  mathematics  at  Purdue  University. 
Accordingly  the  Food  Administration  Installed  Dr.  Marshall  In  full  charge  of 
the  employees  at  111  AVall  Street  with  full  authority  to  hire  or  discharge  them. 

I  submit  a  list  of  the  employees  of  the  International  sugar  committee  on  De- 
ceral)er  15,  1017,  as  follows: 
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lAst  of  employees  of  the  international  sugar  eommittce,  Dec.  Jo,  1917. 


Name. 


Position. 


Salary 

per 
moDth. 


Formfir  conneetioos. 


Dr.  WllUam  Marshall '  Chief  statistician  and  con- 

!     troller. 
D.  H.  Gibson Assistant  statistician 


H.  M.  Ballou. 


.do. 


H.  C.  Mott I  Agent   for  arraniing   pur- t 

chases  of  raw  sugar.  I 

G.  M.  Morris ,  Clerk ' 


G.  H.  Scribner '  Assistant  secretary. 

E  ugene  J .  Car tl I  P ort or 


VitaOsnato... 
Harry  Murphy. 


Janitor. . . . 
Oifioe  boy. 


.do. 


Robert  Burger 

Louis  Mancmi 1 do. 

2Cis8  £.  W.  Scanlon Stenographer. 


MlssC.  O.  Scanlon ' do. 

MissC.  £.  Zeisse do. 

Mrs.  E.  A.  Roberts ' do. 


Miss  Hazel  Du  Puy. 


Miss  P.  A.  Wood 

Ifiss  Lilian  Gumee. . . 
Mrs.  M.  £.  Prossbury. 

Pierce  A.  Drew. 

Edwin  T.  Gibson. 


Typist. 


do 

Filing  clerk 
phone 


Telepl 


operator. 


$416.07 
410.00 

(») 

1,666.67 

166.67 

200.00 
75.00 

65.00 
40.00 

40.00 

35.00 

125.00 

120.00 
05.00 
05.00 

75.00 

80.00 

110.00 

75.00 


Professor  Purdue  University 
Purdue,  Ind. 

Traveling  auditor  of  the  Ameri* 
can  Sugar  Refining  Co. 

Formerly  with  publtcatioo  Facts 
About  Sugar. 

Raw  sugar  buyer  of  the  American 
Sugar  Refimng  Co. 

With  United  States  Food  Ad- 
ministration, Washington,  D.C. 

Engineer,  Chicago. 

Porter,  American  Sugar  Refining 
Co. 

Offloe  boy,  American  Suger  S^ 

fining  Co. 
Do. 
Office  boy. 
Stenographer,   American  Sugar 

Refining  Co. 
Do. 
With  Russell  Sage  Foondation. 
Recommended  by  L.  C.  Smith 

Typewriter  Co. 
With    aeroplane    company  io 

Plalnfleld,  N.  J. 
In  business  for  herself. 


Operator  with 
ReOi 


American  Sugar 
InlngCo. 
Secretary,     Califomia-HawaiiaD 

Co. 
With  legal  department,  American 
Sugar  Refining  Co. 


1  Volunteer. 

On  this  (late,  December  15,  1917,  it  will  he.  observeil  that  there  were  21 
employees.  18  of  whom  are  salaried  and  3  volunteers.  Upon  the  list  are  nine 
former  employees  of  the  American  Sugar  Jlefining  Co.  Of  these,  seven  are 
employed  in  a  purely  clerical  capacity,  with  no  power  of  decision.  One  Ijs  a 
volunteer  worker  and  acting  os  temporary  secretary  of  the  committee.  Tlit* 
other,  Mr.  Henry  C.  Molt,  occupies  a  most  responsible  i»osition  and  wiirks 
directly  under  the  orders  of  the  international  sugar  ciminiitttH?  as  agent  for  the 
arranging  of  purcha.<es.  ^Ir.  Mott  is  one  of  the  most  exijeriencetl  men  in  the 
raw-sugar  business  in  the  world  and  is  a  nuin  of  the  highest  integrity  and 
standing.  He  receives  from  the  refiners  under  the  contract  the  same  salary 
which  he  has  been  paid  for  more  than  10  years  past. 

I  am  also  submitting  the  following  statement  in  re-zard  to  matters  about 
which  you  have  requested  additional  information : 

(1)  On  December  20,  1917,  I  submittal,  in  answer  to  questions,  certain 
figures  prepared  in  Washington  givintr  the  difl'erenre  betwinMi  the  various 
refiners'  average  prices  from  Jjinunry  1  to  Oclohor  1,  1017,  in  cents  per  i>)Uiul, 
net  cash,  fine  granulated  sugar,  selling  i)ru'e  1»is(h1  on  refiner's  list  price  eaoli 
day,  whether  selling  or  withdrawing,  and  the  average  price  for  raw  sugar.  96° 
test,  for  the  same  [)eriod.  y(hi  requeste<l  me  to  obtain  similar  figures  for  the 
years  1915  and  1916.  Tlie  following  figures  are  compiled  from  statistics  of 
Wlllett  &  Gray  and  give  the  margin  bet\\een  raw  sugar  of  00°  test  and  fine 
granulated  sugar  based  upon  refinerV  list  price  on  each  day,  whether  selling 
or  withdrawing,  and  where  no  list  pri(?e  has  been  given  the  last  previous  list 
price  has  been  used.    The  figures  for  the  year  1915  are  as  foMows : 


Granulated 

Raw 

Dlilerenoe 


American.  I  National. 


5.593 
4.642 


.051 


5.588 
4.642 


.946 


Warner. 


5.614 
4.642 


972 


Arlmckle "  Federal 
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A  similar  tabulation  made  in  tlie  same  manner  for  tlie  year  1916  gives  the 
following  result : 


Oiunulated. 
Raw 


American. 


6.876 
5.786 


DilTerence. 


1.090 


NatlonaL 

Warner. 

Arbuckle. 

6.883 
5.786 

6.921 
6.786 

6.872 
6.786 

1.097 

1.135 

1.085 

• 

Federal. 


6.968 
5.786 

1.183 


It  will  be  noted  that  the  margjins  stated  are  simply  the  difference  between 
quotations  given  by  Willett  &  Gray  and  do  not  purport  to  give  the  actual- 
margin  which  may  have  been  received  by  any  refiner,  as  that  depends  largely 
ut  what  price  he  bought  his  raw  sugar  in  the  open  market. 

In  this  connection,  I  desire  to  state  that  I  have  been  requested  by  Arbuckle 
Bros,  to  state  that  the  actual  difference  or  m/irgin  between  the  cost  to  them 
of  raw  sugar,  basis  96°  test,  and  the  net  cash  price  received  by  them  for  fine 
v'ranulated  sugar  from  January  1,  1917,  to  the  closing  down  of  their  refinery 
ill  October,  1917,  is  1.1918  cents  per  pound. 

(2)  The  following  table  gives  the  amount  of  all  package  sugars  sold  by 
this  company  from  October  1,  1917,  to  December  15,  1917,  together  with  the 
dates  w^hen  the  various  sizes  of  cartons  and  cotton  bags  were  put  upon  the 
market. 

Deliveries  of  carton  and  small  cotton-bap  sugars  Oct.  1  to  Dec,  15^  1917 — The 

American  Sugar  Refining  Co. 


Variety. 


Crystal  domino  tablet,  F.  S. 

Crystal  domino  tablet  H.  S . 

Crystal  domino  tablet  F.  8.. 

'  Do 

Do 

Dainty  lamps 

Do 

Confectioners 

Powdered 

Old-fashioned  brown 

Powdered 

Fine  granulated 

Do 


Kind  of  packages. 


Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 


Wrapped  crvstal  domino  tablets. 
Total 


2-pound  carton. 

do 

4-paund  carton. 
5-pound  carton. 
15-cent  carton . . 
1-pound  carton. 
2-pound  carton. 
1-poimd  dantan. 

do 

do 

5-pound  bag 

1-pound  carton. 
2-pound  carton. 

2-pound  bag 

3^pound  bag... 

do 

5-pound  carton. 

5-pound  bag 

10-pound  bag... 
25-pound  bag... 
50-pound  bag... 


Date  placed  on 
market. 


October,  1908 

April,  1911 , 

February,  1917..., 
November,  1901 . . , 

July,  1914 , 

January,  1915 

June.  1912 , 

October,  1912 

June,  1911 , 

Januay,  1917 

September,  1902. . 

March,  1915 

February.  1899.... 

May,  1«99. 

March,  1910 

January,  1904 

October,  1899 

November,  1898.. 

June,  1903 

June,  1901 

September,  1902. . 

September,  1914. . 


Deliveries, 
Oct.  1  to 
Dec.  15. 


Pounds. 

370,018 

1,503,388 

1,142,336 

210,964 

328,897 

122,311 

143,664 

1,475,903 

675,287 

504,529 

36,900 

456,782 

19,461,434 

2,795.252 

5,956,965 

1,178,460 

11,640,878 

6,700,068 

3,467,600 

9,046,453 

214,550 


66,332,629 
249,459 


66,582,088 


Barrel 
equiv- 
alent. 


1,057 

4,295 

3,264 

603 

940 

349 

410 

4,217 

1,644 

1,442 

105 

1,305 

55,604 

7,986 

17,020 

3,367 

33,260 

16,286 

9,907 

25,847 

618 


189,521 
713 


190,234 


SXTMlfASl. 


Deliveries,  all  sugars  during  period,  barrels 612,034 

Deliveries,  package  sugars  during  period,  barreb 190,234 

Per  cent  of  carton  ana  small  cotton  bag  sugars  to  all  sugars  during  period 31.08 
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(3)  The  following  table  gives  the  deliveries  of  refined  sugar  by  this  coropnnj- 
from  January  23,  1917,  to  March  15,  1917,  during  which  [period  certain  strike 
took  place  ^n  our  refineries : 

Deliveries  of  refined  sugars  during  strike  period,  from  Jan.  23  to  Mar.  15,  i.9/7. 


Jan.  23  K 
Jan.  24  K 
Jan.  25  K 
Jan.  26  K 
Jan.  27  K 


Barrels. 

23,538 
14,750 
16,354 
18,855 
16, 020 


Total  (5  days). 


90,417 


Jan.  29 19,033 

Jan.  30 13,615 

Jan.  31 16,557 

Feb.  V 16,609 

Feb.  2 14,467 

Feb.  3 21,569 


Total  (for  week) 101, 850 


Feb.  5^. 
Feb.  6.. 
Feb.  7.. 
Feb.  8.. 
Feb.  9.. 
Feb.  10. 


10,609 
9,219 
18, 173 
15, 881 
18,740 
18, 766 


Total  (for  week). 


91,388 


Feb.  12.. 
Feb.  13.. 
Feb.  14.. 
Feb.  15  ♦. 
Feb.  16.. 
Feb.  17.. 


8,759 
14, 844 
16, 942 
33,331 
36, 014 
24, 089 


Total  (for  week) 133, 979 


Feb.  19.. 
Feb.  20 «. 


46, 871 
34,284 


Feb.  21.. 
Feb.  22.. 
Feb.  23  •, 
Feb.  24.. 


Bamis. 

24, 811 


34, 195 
29,153 


Total  (for  week) 169, 314 


Feb,  26. 
Feb.  27. 
Feb.  28. 
Mar.  1.. 
Mar.  2.. 


34,5a5 

35.358 

27,397 

28,163 

32,933 

Mar.  3 42, 097 


Total  (for  week) 200,453 


Mar.  5.. 
Mar.  6.. 
Mar.  7.. 
Mar.  8.. 
Mar.  9.. 
Mar.  10. 


22.659 
26, 145 
20.472 
26, 14t5 
26, 697 
24,683 


Total  (for  week) 146, 8i)2 


Mar.  12. 
Mar.  13. 
Mar.  14. 
Mar.  15. 


35,407 
24,43S 

21,899 
29, 245 


Total  (4  days) 110,989 

Jan.  23-31 139,  U'2^ 

Feb.  1-28 544,5Ji!. 

Mar.  1-15 360,9M 


Total  for  strike  period ; .  1, 045, 192 

Barrf!>. 


Average  weekly  deliveries  during  strike  perlml 14i*.  TO) 

Average  weekly  deliveries  .Tan.  1  to  Doc.  1,  1917 140,  <>>' 

Very  respectfully,  yours, 

Kart.  D.  Habs7. 


SUGAR   IN    1917. 
By  Frank  C.  LowbYj  sales  manager  Federal   Sugar  Reflniug  Co. 

1917  will  long  be  remembered  in  the  sugar  trade  because  we  have  been  brougbt 
face  to  face  with  unprecedented  conditions  of  supply  and  demand. 

The  crop  prospects  early  in  the  year  were  quite  favorable,  particularly  m 
Cuba,  where  it  was  estimated  by  Mr.  Himely  that  with  normal  conditions  tho 
crop  to  be  harvested  would  yield  a  return  of  8,468,000  ton*  against  3,006.000 
tons  in  1916.    As  other  domestic  crops  were  expected  to  yield  something  more 


^Brooklyn  refinery  strike  occurred  on  Jan.  23. 

*  Philadelphia  refinery  strike  occurred  on  Feb.  1. 

'Brooklyn  refinery  resumed  melting  Feb.  6,  but  with  curtailed  daily  output. 

*  .Jersey  City  refinery  strike  occurred  on  F'eb.  15. 

*  Philadelphia  Refinery  resumed  melting  Feb.  20,  but  with  curtailed  daily  output. 
•Jersey  City  Refinery  resumed  melting  Feb.  28,  but  with  curtailed  dally  output. 
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than  in  1916,  the  prospective  increase  in  Cuba  seemed  to  assure  us  of  an  ample 
supply,  and  prices  after  opening  at  4^  cents  cost  and  freight  for  Gubas,  declined 
in  January  to  3|  cents  cost  and  freight. 

It  was  in  February  that  we  first  came  in  contact  with  conflicting  currents. 
The  first  of  these  appeared  in  the  shape  of  labor  troubles  at  the  different  re- 
fineries. These  steadily  became  more  serious,  finally  dosing  up  entirely  the 
Philadelphia  plants  and  leaving  but  one  or  two  refineries  in  New  York  operating. 
This  lessening  of  refiners'  buying  power  would  of  itself  have  a  bearish  effect  on 
raw  sugar,  with  quite  the  contrary  result  on  refined.  The  latter  was  not  in 
very  full  supply,  on  account  of  the  trade  having  little  or  no  reserve  stock,  due  to 
their  having  gone  out  of  refined  sugar  on  the  1st  of  January  in  anticipation  of 
lower  prices  resulting  from  an  increased  new  crop  supply.  Quite  naturally  a 
good  deal  of  newspaper  publicity  was  given  to  the  strike  situation  and  possible 
shortage.  This  resulted  in  increased  purchases  on  the  part  of  the  public,  so 
that  the  light  stock  in  the  hands  of  the  distributing  trade  was  quickly  ex- 
hausted, and  temporarily  we  had  what  was  referred  to  as  a  "  sugar  shortage," 
but  this  proved  to  be  only  a  mild  forerunner  of  what  was  later  in  the  year  to 
appear  in  a  much  more  serious  form. 

I  mentioned  above  that  the  strikes  should  and  certainly  would  have  a  bearish 
effect  on  the  raw  market  if  they  had  not  been  completely  offset  by  a  political 
disturbance  that  developed  in  Cuba  by  February  13,  when  the  possibilities  of 
a  revolution  in  that  Isand  occupied  the  center  of  attention  and  naturally  re- 
sulted in  advancing  the  price  of  raw  sugar.  There  were  times  when  sellers 
of  raw  sugar  withdraw  entirely  from  the  market,  and  we  witnessed  the  un- 
usual spectacle  in  the  middle  of  February  of  having  nothing  offered  at  any 
price.  Other  influences  that  appeared  at  this  time  were  the  disappointing  yield 
of  the  Cuban  cane,  reduced  receipts,  and  the  difficulties  attendant  upon  the 
'probable  declaration  of  w^ar  between  the  United  States  and  Germany,  the  lat- 
ter further  complicating  the  already  existing  tonnage  difficulties.  As  the  seri- 
ousness of  the  political  situation  In  Cuba  became  increasingly  evident  the 
market  gained  strength  and  prices  advanced  quite  rapidly,  so  that  by  February 
20  Cuban  sugar  was  quoted  at  4|  cents,  cost  and  freight,  an  advance  of  ^  cent 
per  pound. 

In  view  of  subsequent  events,  the  following  quotation  from  my  market  re- 
port of  February  20  is  of  interest: 

"At  these  high  levels  buyers  for  long  account  are  naturally  cautious.  The 
feeling  is  that  If  the  threatened  insurrection  is  quelled  promptly  prices  are 
too  high.  Yet  it  is  recognized  that  should  there  be  a  general  revolution  the 
market  will  undoubtedly  go  much  higher.  From  a  sugar  standpoint  it  is  par- 
ticularly unfortunate  that  this  political  disturbance  has  developed.  The 
world  will  need  all  the  sugar  that  Cuba  can  possibly  produce  this  year  With 
the  backward  crop,  anything  that  delays  harvesting  and  reduces  production 
can  only  result  in  a  higher  level  of  prices  for  the  entire  world  than  otherwise 
would  prevail;  but  until  we  learn  more  about  the  actual  effect  of  these  dis- 
turbances on  production  It  is  not  possible  to  form  any  fair  idea  of  values. 
This  explains  both  the  limited  offerings  at  current  prices  and  the  hesitancy  on 
the  part  of  refiners  to  make  further  purchases." 

In  March  our  strike  situation  showed  a  gradual  improvement  and  eventually 
was  entirely  overcome,  but  Cuba's  position  was  not  so  fortunate.     Cane  fires  of 
Incendiary  origin  were  quite  general ;  many  centrals  were  forced  to  close  down 
their  mills  under  threat  of  destruction  by  fire;  and  railroad  transportation  was 
entirely  demoralized  ,as  the  result  of  the  burning  of  bridges,  etc.    A(l(K^d  to  this 
there  was  the  general  disposition  of  labor  to  remain  Idle.    Men  were  afraid  to 
work  in  the  fields,  fearing  sudden  attack.    Mr.  HImely  reduced  his  crop  esti- 
mate  March   5  from   466,000  tons  to  3,000,000  tons  maximum,   and   by   the 
1st  of  April  Cuban  prices  advanced  to  4S  cents  cost  and  freiglit.     It  was  then 
estimated  that  these  values  were  fully  1  cent  per  pound  higher  than  we  would 
have  seen  had  there  been  no  decreased  production  resulting  from  tht^  Cuban 
Insurrection.    The  American  people  were  inclined  to  look  on  this  Cuban  situa- 
tion as  a  thing  of  no  direct  concern  to  them,  but  that  It  indirectly  iiad  a  most 
important  Infiuence  on  their  x)ocketbook,  increasing  their  sugar  bill  posj^ibly  by 
SlOO,000,()0,  and,  finally,  on  their  comfort,  because  the  resultant  shortage  in 
supplies  can  not  be  denied. 

As  I  pointed  out  in  a  May  market  report,  the  great  uncertainty  so  far  as  the 
future  of  our  market  was  concerned  came  from  the  probable  amount  of  Cuban 
ra-^s  and  for  American  refined  sugar  that  Europe  would  want  this  year.  This 
depended  largely  on  the  amount  of  sugar  that  could  be  brought  from  Java, 
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which  in  turn  hinged  on  the  tonnage  situation.  Here  the  British  royal  commis- 
sion on  sugar  supply,  purchasing  for  Great  Britain  and  France,  had  a  great 
advantage  over  us.  They  knew  exactly  what  their  requirements  would  be. 
where  the  stocks  lay,  and  the  transportation  available.  With  an  increased 
shortage  in  ships  it  was  a  foregone  conclusion  that  the  long  trip  to  Java,  where 
some  900.000  tons  are  still  in  store,  would  be  avoided  if  it  were  possible  to 
obtain  supplies  near  by.  In  June  they  began  to  lay  their  plans  for  securing 
these  "  convenient  supplies  "  by  making  purchases  mainly  in  Cuba  tor  iorward 
delivery.  This  demand,  with  steadily  decreasing  supplies,  was  largely  respon- 
sible for  carrying  the  market  on  Cuban  sugars  to  5f  cents  cost  and  freight  In 
July  and  in  August  caused  sugar  to  sell  up  to  61  cents  cost  and  freifht  the 
higher  prices  being  paid  for  the  most  part  by  our  refiners,  who  for  some  months 
had  been  following  a  "  hand  to  mouth  "  policy  because  of  the  Uncertnintles  of 
their  position.  Refiners  and  independent  merchants  in  this  country  had  not 
been  able  to  buy  for  future  delivery  as  did  the  British  conunlssion  for  two 
reasons : 

First.  They  could  not  know  what  the  foreign  position  was  as  to  stoclss,  re- 
quirements, tonnage,  etc. 

Second.  They  knew  that  Congress  propose<l  to  pass  a  food-control  bill,  the 
effect  of  which  on  values  was  uncertain. 

So,  that  Instead  of  being  able  to  procee<l  with  confidence  in  securing  supplies 
for  late  summer  and  fall  wants,  they  held  back.  This  in  part  was  responsible 
for  the  shortage  that  developed  this  fall.  The  Food  Administration  not  organ- 
ized and  prepared  to  act  and  refiners  and  independent  merchants  were  not 
justified  in  doing  so.  England  simply  got  ahead  of  us  in  securing  the  con- 
veniently available  supply,  quite  naturally  leaving  it  to  us  to  look  out  for  our- 
selves. Wlien  the  fall  came,  with  the  resultant  shortage,  it  was  then  too  late, 
even  if  tonnage  could  be  secured,  to  bring  raw  sugar  from  distant  points  in 
time  to  secure  the  desired  relief. 

Some  Infiuence  on  foreign  buying  resulted  from  the  proposal  in  Congress  to 
repeal  the  drawback  law  on  sugar.  This  hastenetl  rather  than  increased  the 
amount  of  refined  sugar  bought  in  this  market  by  the  allies  and  neutrals. 
Values  were  effected  because  of  hurried  buying.  In  this  connection  it  is  Inter- 
esting to  compare  exports  of  refined  sugar  from  the  United*  States  and  exports 
of  Cuban  raw  sugar  to  countries  other  than  the  United  States  in  1916  and 
1917,  which  are  as  follows: 


United  States  refined:  Exports  refined  sugar  Jan.  1  to  Nov.  90. 
Exports  of  Cuban  raw: 

Canada .. .  ................•......•-•••••••-•••••••••••»••• 

United  kingdom  and  Contment  of  Europe 

South  America 

Mexico 


Total  exports,  raw  and  refined . 


1917  1916 


Tant.      I      Taut. 
387,481  64S406 

S,616  > 

930,962  7»0,OT 

.........  4.057 

6,211  I  Iti 


1,328,189  '      1,383,590 


On  August  10  Congress  passed  the  Food  Administration  bill  and  the  President 
promptly  selected  Mr.  Herbert  Hoover  as  its  head,  and  he  in  turn  appointed 
Mr.  George  M.  Rolph,  formerly  of  the  California  &  Hawaiian  Sugar  Refining 
Co.  of  California,  as  chief  of  the  sugar  division.  The  attention  of  the  Food 
Administration  was  first  directed  toward  an  attempt  to  establish  lower  prices, 
and  with  this  in  view  refiners  were  informed  late  in  August  that  their  with- 
drawal from  the  raw  market  would  be  gratifying  to  the  Food  Administration. 
As  Europe  had  for  the  most  part  secured  its  supply  this  practically  left  the 
holders  of  the  remaining  unsold  Cuban  stocks  without  a  bu^^er  of  importance. 

Meantime  a  price,  effe<-tlve  October  1,  of  7.25  cents  f.  o.  b.  seaboard  basis 
for  beet  su^ar  was  established  through  negotiations  between  the  Food  Admin- 
istration and  beet-sugar  factories.  Thus  the  holders  of  any  unsold  raw  cane 
sugar  were  presented  with  a  picture  of  the  United  States  being  flooded  with 
a  supply  of  domestic  beet  sugar  at  a  7.25  cents  basis  for  granulated  sugar  as 
soon  as  the  new  crop  became  available  In  October.  This  was  to  Influence  them 
to  accept  lower  prices.  However,  the  administration's  hopes  In  this  respect 
were  not  realized,  due  to  the  fact  that  the  owners  of  these  stocks  could  figure 
available  supplies  as  well  as  any  one  and  they  were  confident  that  their  sugar 
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would  be  badly  needed  later  in  the  year.  When  acting  under  the  instructions 
of  the  Food  Administration  refiners  withdrew  from  the  market,  sellers  simply 
sat  hSLCk  and  waited  until  the  time  should  come  when  these  buyers  were  again 
willing  to  pay  the  market  price  of  51  cents  cost  and  freight.  With  the  consent  of 
the  Food  Administration  odd  lots  were  bought  here  and  there  during  September 
and  October,  but  the  amount  purchased  was  inconsequential,  and  it  was  not 
until  the  early  part  of  November  that  the  international  committee  appeared 
as  a  buyer,  taking  all  the  sugar  that  was  offered  on  the  basis  of  5^  cents  cost  and 
freight,  or  6.90  cents  duty  paid  for  96  centrifugals.  By  that  time  refiners* 
reserve  stocks  had  become  entirely  exhausted,  and  what  little  sugar  was  ob- 
tained was  for  shipment  and,  therefore,  not  Immediately  available  for  melting 
purposes. 

This  suggests  that  If  during  the  September-October  period  that  had  been  a 
disposition  to  permit  purchasing  at  a  limited  price  of  6.90  cents  duty  paid 
whetther  the  situation  would  ever  have  become  quite  so  acute?  While  it  is  held 
that  sooner  or  later  the  near-by  sugar  finally  reached  this  market,  neverthe- 
less it  is  a  fact  that  during  our  absence  from  the  market  some  Cuban  sugar 
was  diverted  to  other  channels,  and  to  some  extent  importations  from  other 
sources  were  discouraged  because  owners  had  no  idea  of  the  price  their  sugar 
would  bring  on  arrival.  This  refers  particularly  to  Peru  and  Philippine  sugars. 
A  few  tliousand  tons  would  have  made  a  great  difference.  Some  refiners  have 
been  closed  down  since  early  in  October,  and  all  others  have  been  operating  In  a 
very  limited  way.  Melting  at  all  the  Atlantic  ports  from  October  1  to  Decem- 
ber 27  are  only  252,000  tons  as  compared  with  551,000  tons  in  1916.  Many  places 
east  of  Pittsburgh  and  Buffalo  have  been  entirely  without  sugar  for  weeks  at 
a  time,  and  in  all  the  large  cities  **  sugar  lines  **  have  taken  the  place  of  the 
once  famous  "  bread  lines.'* 

So  far  as  the  eastern  market  is  concerned  the  greatest  disappointment  came 
from  the  failure  of  beet  sugar  to  be  shipped  east  freely  enough  to  fill  our  wants. 
At  one  time  it  was  thought  that  this  sugar  would  be  sold  so  freely  that  a  com- 
paratively small  stock  would  be  carried  over  the  1st  of  January.  Instead,  in 
round  figures,  50  per  cent,  or  well  over  300,000  tons,  of  this  year*s  output  will 
be  made  up  and  still  on  hand  in  the  West  on  January  1,  1918 ;  so  that  with  all 
the  shortage  in  the  East,  resulting  in  much  real  discomfort  if  not  actual  suffer- 
ing, there  are  more  than  ample  supplies  in  the  West  to  have  filled  all  our 
needs.  I  make  no  attempt  to  place  responsibility  for  this  condition.  I  simply 
call  attention  to  the  fact.  In  part  there  Is  congested  transportation,  then  there 
is  the  fact  that  the  beet  men  have  been  practically  assured  of  a  7.25  cent  basic 
seaboard  price  for  their  crop.  Naturally  It  is  more  profitable  for  them  to  sell 
at  interior  than  at  seaboard  points.  With  the  knowledge  that  they  would 
secure  at  interior  points  7.25  cents  plus  freight  from  seaboard  to  destination,  it 
is  perhaps  not  unnatural  that  they  should  prefer  to  hold  back  their  sugar  for 
this  higher  price  rather  than  force  its  sale  at  an  earlier  date  in  the  eastern 
markets  where  there  is  a  heavy  absorption  in  freight.  Up  to  November  20 
no  beet  sugar  had  been  shipped  east  of  Pittsburgh.  On  that  date  the  Food 
Administration  decided  to  allow  in  the  eastern  territory  a  price  of  8.15  cents 
instead  of  7.25  cents,  and  between  November  23  and  December  14, 196  cars  were 
shipped  east  of  Pittsburgh.  As  compared  with  the  needs  this  was  only  "  a  drop 
In  the  bucket."  No  further  shipments  will  be  made.  The  arrangement  betweeiv 
the  Food  Administration  and  the  beet  factories  under  the  food  bill  must  be  a 
voluntary  one,  and  apparently  Congress  has  not  given  the  Food  Administrator 
the  power  to  say  to  the  producer  that  "  he  must  sell  his  product  in  any  terri- 
tory, at  the  time  and  price  named  by  me.** 

The  crop  prospects  for  1918  are,  for  the  most  part,  excellent.  The  Cuban 
crop  alone  is  expected  to  produce  3,620,857  tons  under  normal  conditions,  with 
the  domestic  crops,  on  the  average,  about  the  same  as  in  1917.  With  this  in- 
creased supply  and  no  probable  Increase  In  the  demand,  but,  on  the  contrary, 
a  possible  decrease  due  to  the  conservation  propaganda  in  the  United  States 
and  a  limitation  of  exports  through  lack  of  tonnage,  the  market  should,  to  a 
great  extent,  regulate  Itself  on  the  old  basis  of  supply  and  demand.  Many  feel 
that  if  left  to  itself  the  market  for  Cuban  sugar  would  not  average  4.60  cents 
f.  o.  b.,  equal  to  4.98  cents  cost  and  freight,  as  with  a  smaller  crop  the  average 
price  secured  by  planters  In  1917  was  not  over  4|  cents  f.  o.  b.  Cuba,  and  this 
was  i  to  1  cent  per  pound  higher  thau  it  would  have  been  without  a  revolu- 
tion and  the  resultant  decreased  output.  When  the  Food  Administration  took 
hold  in  August,  and  the  market  Was  under  the  excitement  of  the  high  prices 
which  were  being  paid  for  near-by  sugars  because  of  the  scarcity,  new  crop 
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positions  on  the  sugar  exchange  were  selling  on  the  basis  of  4.80  cents  ex  ware- 
house, New  York,  for  February-March  delivery.  With  the  present  freight  basis 
this  was  equivalent  to  about  4.30  cents  f.  o.  b.  Cuba.  The  Food  Administration, 
however,  has,  according  to  last  advices,  arranged  to  buy  the  entire  Cuban  1918 
crop  on  the  basis  of  about  4.60  cents  f.  o.  b.  Cuba,  or,  say,  4.90  cents  cost  and 
freight,  which  should  give  us  a  refined  price  in  1918  of  al)out  7.45  cents  per 
pound.    The  idea  apparently  is  to  have  a  stable  price  throughout  the  year. 

The  Food  Administration  is  endeavoring  to  regulate  conditions  through  an 
agreement  with 'refiners  which  provides  for  cooperative  buying  with  the  British 
commission.  This  committee  is  to  be  known  as  the  International  sugar  corn- 
committee,  and  the  allocation  of  the  supplies  bought  is  to  be  handled  by  a  second 
committee,  to  be  known  as  the  American  refiners  committee. 

At  the  close  the  American  Sugar  Refining  Co.  announced  that  they  will  no 
longer  sell  their  sugar  to  the  trade  through  refined  sugar  brokers,  as  has  been 
the  custom  for  the  last  50  years,  but  will  handle  the  business  direct  The 
protest  which  the  brokers  are  making  is  based  largely  on  the  fact  that  because 
of  the  Food  Administration's  control,  they  are  deprived  of  their  usual  weapon 
of  defense,  which  would  be  to  divert  their  business  to  the  independent  re- 
finers, who  are  still  glad  to  avail  themselves  of  the  brokers'  services.  They 
can  not  do  this  because,  under  the  Food  Administration's  agreement,  each 
refiner  will  receive  a  definite  percentage  of  the  raw  sugar  supplies  coming  to 
this  country.  This  will,  naturally,  regulate  the  sales  of  refined  sxtgnr  so  thai 
the  American  Sugar  Refining  Co.,  regardless  of  how  they  choose  to  do  business, 
must  of  necessity  receive  about  40  per  cent  of  the  business  done.  The  brokers 
feel  that  the  American  Sugar  Refining  Co.  has  taken  advantage  of  the  unusual 
position  in  which  they  are  placed  through  the  food  control  plan  to  eliminate 
the  refined-sugar  brokers. 

Production  of  sugar  in  Cuba  for  the  past  65  years. 

[Prepared  by  J.  V.  Knight,  Cuban  commercial  economist  and  statistician,  233  Broadway, 

New  York,  N.  Y.] 


[Long  tons  of  2,240  pounds.] 


1863 322,000 

1864 374,000 

1865 392,000 

1856 348,000 

1857 355,000 

1858 385,000 

1859 536,000 

1860 447,000 

1861 466,000 

1862 525,000 

1863 507,000 

1864 576,000 

1865 620,000 

1866 612,000 

1867 597,000 

1868 749,000 

1869 726,000 

1870 726,000 

1871 547,000 

1872 690,000 

1873 775,000 

1874 681,000 

1875 718,000 

1876 590,000 

1877 520,000 

1878 533,000 

1879 670,000 

1880 530,000 

1881 ^3,764 

1882 , 595,837 

1883 460,397 

1884 553,987 

1885 631,967 


1886 
1887 
1888 
1889 
1890 
1891 
1892 
1893 
1894 
1895 
1896 
1897 
1898 
1899 
1900 
1901 
1902 
1903 
1904 
1906 
1906 
1907 
1908 
1909 
1910 
1911 
1912 
1913 
1914 
1915 
1916 
1917 


1, 
1, 


731, 723 
646,578 
656,719 
560,333 
632,368 
819, 760 
976, 789 
815,894 
054,214 
004,264 
225,221 
212,051 
305,543 
345,260 
308,54 


635,85 

850,181 

998, 878 

1, 040, 228 

1, 163, 258 

1, 198, 749 

1, 427, 673 

961,958 

1, 513, 582 

1, 804, 349 

1, 480, 217 

1, 893, 687 

2, 429, 240 

2, 596, 567 

2, 582, 845 

3, 006, 274 

3.019  938 

1918  (estimated) 3,600i000 
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Exhibit  No.  180. 

Increased  Suoab  Pboduction  in  Cub\  fob  the  Years  1917-18. 

[From   J.   V.    Knight,   Cuban    commercial   economist   and   statistician,    283    Broadway, 

New  York.  N.  Y.] 

[United  States  Government  statistics  for  the  Province  of  Camaguey,  Cuba.     Commerce 

Reports,  December  13,   1017.] 

The  table  below  covers  returns  from  18  of  the  21  sugar  centrals  in  the 
Province  of  Cama§:uey,  Cuba,  and  shows  the  output  for  the  crop  year  1916-17 
antl  estimated  outi)Ut  for  the  ensuing  year.  The  figures  were  furnished  by 
Sr.  Oliverio  Cuesta  Bages,  a  sugar  statistician  and  broker  of  Nuevitas,  and 
represent  bags  of  325  pounds. 


Xame  of  estate. 


Adelaida. . . 
Agramonte. 
Aigodones.. 
Baragua... 
Camaguey. 


degode  AvUa. 

Cunagua 

Ella. 

Jagoeyal 

Janbrailco 

Florida 

Francisco 

Lcigare&o 

Moron 

Patria 

PantaAiegre., 

Redenclon 

Senado 

Stewart 

Sto.  Tomas... 


Total 


Owner  or  lessee. 


Cia.  Az.  Adelaida 

Cia.  As.  Vertientes 

Central  Aigodones 

Baragua  Sugar  Co 

Cia.  AZ.  Cent.  Camaguey 

Peres  y  Oonxales 

Cia.  Az.  Cent.  Ciego  de  Avila.. 

S.  A.  Cent.  Cunagua 

Elia  Sugar  Co 

Cuba  Cane  Sugar  Co 

Cuba  Co : 

Florida  Sugar  Co , 

Francisco  Sugar  Co 

Cuba  Cane  Sugar  Co 

do , 

Cia.  Az.  Cent.  Patria 

P.  A.  Sugar  Co , 

Cent.  Redendon 

The  Senado  Sugar  Co , 

Cuba  Cane  Sugar  Co 

da.  Az.  Cent.  Sto.  Tomas 


Location. 


Moron 

Florida 

Quayacanes... 

Baragua 

Piedrecitas 

Cespedes 

Ciego  de  Avila . 

Moron 

Sta.  Lucia 

Jagueyal 

Jatlbonico 

Florida 

Sta.  Cruz 

Lugarefio 

Moron 

do 


Pta.  San  Juan. 

Redencion 

Senado 

Stewart 

Moron 


Crop. 


1916-17 


Bagt» 

(*) 

64,sog 

48.134 

106,229 

73.784 

32.604 

140,815 

(•) 

65.406 
251,013 
155,000 

84,577 
196,070 

67,000 
181,005 

40.000 

54,306 

(•) 

63,567 
375,983 
(«) 


1917-18  I 


2.000,301 


Bags. 

?) 

200,000 
130.000 
200.000 
120,000 
100,000 

(«) 

120.000 
140.000 
325.000 
225,000 
110.000 
300,000 
300,000 
350,000 
100.000 
200.000 

(*>.^ 
200,000 

500.000 

(«) 


3,620,000 


>  Estimated. 


'  No  data. 


•  New. 


4  Cane  sold  to  lugarefio  estate. 


OUTLOOK  FOB  NKW  SEASON. 


From  the  information  I  have  been  able  to  obtain  as  to  the  condition  of  the 
cane  fields  throughout  the  Province  and  the  probable  capacity  of  the  mills  it 
seems  that  the  estimates  given  for  the  coming  season  are  rather  high ;  but  It  Is 
the  general  opinion  that  if  there  is  no  Interruption  in  grinding  at  any  of  the 
mills,  and  if  cane  fires  are  not  in  excess  of  what  may  normally  be  expected,  the 
total  output  should  be  somewhat  in  excess  of  3,500,000  sacks,  or  about  625,000 
tons.  In  the  year  1915-16,  during  which  14  mills  operated  in  Camaguey  without 
intermption,  the  total  output  was  2,244,000  sacks  of  sugar  and  18,052,121  gallons 
of  waste  molasses. 

It  Is  estimated  that  approximately  2,000,000  sacks  of  the  sugar  produced  in 
this  Province  will  be  exported  through  the  port  of  Nuevitas  in  the  coming  year. 
It  Is,  however,  somewhat  doubtful  if  the  warehouse  facilities  at  this  portjwlU 
be  sufficient  to  handle  that  amount  of  sugar.  This  will  depend  largely  on"  the 
shipping  available  and  the  rapidity  of  movement  of  the  sugar  out  of  the  port. 
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[From  Weekly  Stotistlcal  Sugar  Trade  JoomaL] 
Sugar  Crops  of  the  World. 


The  following  axe  our  latest  estimatee: 


Harvesting  period. 


1917-18 


United  States:                                       i  Tomt. 

Louisiana Ootober  to  January 225,000 

Texas ■ do 2,000 

PortoRlco January  to  June '  476,000 

Hawaiian  Islands November  to  July '  525,000 

West  Indies,  St.  Croix January  to  June 7,500 

Cuba December  to  June 3,200,000 

British  West  Indies: 

Trinidad January  to  June 70,000 

Barbados,  exports do 55,000 

Jamaica,  exports do 30,000 

Other  Brltisb  West  Indies do 35,000 

French  West  Indies: 

Martinique,  exports January  to  July 35,000 

Guadeloupe ' do 35,000 

San  Domingo '.  January  to  June 145,000 

Mexico ,  Deoember  to  June 35,000 

Central  America |  January  to  June 25,000 

South  America: 

Demsrara,  exports {i^Xj^^^^.:."::}  »•«» 

Surinam ,  October  to  January 15,000 

Venexuela October  to  December 15,000 

Ecuador '  October  to  February 8,000 

Peru do 265,000 

Argentina June  to  November 160,000 

Brazil !  October  to  February 375,000 


Total  in  America. 


British  India  (consumed  locally) '  Deoember  to  May . 

Java May  to  November . 

Formosa  and  Japan November  to  June . 

Philippine  Islands,  exports , do 


Total  in  Asia. 


Australia 

Fiji  Islands,  exports. 


Total  in  Australia  and  Polynesia. 


Egypt  (consumed  locally). 

Mauritius 

Reunion,  exports 

Natal 

Mozambique 


Total  in  Africa. 


Europe,  Spain. 


Total  cane-sugar  crops. . 

Europe,  beet-sugar  crops 

United  States,  boot-sugar  crop . 
Canada,  beet-sugar  crop 


Grand  total  cane  and  beet  sugar.. 
Estimated  Increase  in  the  world's  pro- 
duction  


June  to  November. 
do 


January  to  June . . . 
August  to  January. 

do 

May  to  October 

do 


Deoember  to  June. 


September  to  January, 

July  to  January 

October  to  December. 


5,847,500 


2,750,000 

1,800,000 

450,000 

273,250 


5,273,250 


1916-17 


Tijnt. 
271,339 

6,250 
418,567 
579,302 

7,787 
3.023,720 

70,801 
55,000 
28,331 
30,000 

34,443 
36,160 
130,171 
50,000 
25,000 

101,650 

15,000 

16,000 

8,000 

250,000 
84,069 

300,000 


1915-16 


Tons. 

122,768 

1,000 

431,335 

529,895 

14,750 

8,007,915 

64,231 
65,000 
15,143 
35,371 

38,925 
34,110 
126,0r>8 
65,000 
35,000 

116,224 

13,000 

7,000 

7,567 

262,840 

149,299 

1M,000 


5,570,680  I    5,336,432 


2,626,000 

1.506,174 

436,026 

210,000 


2,634,000 

1,198,567 

405,227 

332, 15S 


4,868,200  I    4,569,932 


265,000  ' 
100,000 


365,000 


100,000 
224,000 

45,000 
115,000 

50,000 


192,831 
100,000 


292,831 


101,832 
209,160 

45,000 
114,580 

65,000 


150,  ewi 
90,000 


249,681 


534,000 


6,000 


12,025,750 

3,764,000 

750,000 

12,500 


16,552,250 
85,473 


525,681 


6,000 


11,263,292 

4,456,408 

734,577 

12,500 


16,466,777 


98,964 
215,52$ 

45,000 
112,081 

50,000 


521,573 


6,359 


10,683.997 

5,077,760 

779,756 

17,611 


16,650,154 
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EUROPEAN  BEET  CROPS. 


From  information  at  hand  we  estimate  the  European  beet  crops  as  follows: 

[Tons  of  2,240  pounds.] 


Germany 

A  nstria-aungary . 

France , 

Reli^Ium 

Holland 

Has8ia 

Sweden 

Norway 

Dmmark 


Possible 

Yield. 

1917-18. 


1,200,000 
700,000 
210,000 
125,000 
210,000 
930,000 
100,000 

(') 
115,000 


Yield, 
1916-17. 


1,350,000 
830,000 
181,383 
135,031 
209,180 

1,158,920 
150,000 


112,830 


Possible 

yield. 

1917-18. 


Italy 1  93,000 

Spain I  110,000 

Switzerland i  4,000 

Roumania ,  (») 

Serbia I  (>) 

Bulgaria I  (») 

England 


Total  Earope '    3,704,000       4,4S>6,408 


Yield. 
1910-17. 


140,000 

125.092 

4,000 

15,000 


15,000 


^  No  data. 


(The  subcommittee  then  adjourned  to  meet  at  the  call  of  the 
chairman.) 
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